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Performance measures used throughout the report

Reported (GAAP)
Complies with UK-adopted International Accounting Standards and the
relevant legislation.

Adjusted (Non-GAAP)

Non-GAAP measures provide a useful comparison of performance from
one period to the next. The basis of our adjusted measures is explained
in the accounting policies accompanying our financial statements and
the APM section within Supplementary Information.

Constant currency basis

Removes the effect of exchange rate movements on the translation of
the results of our overseas operations. We translate current year results
at prior year foreign exchange rates. See page 94 for more details.

Market share
Market share data is presented as a 12-month moving average
weighted across the markets in which we operate.

Stick equivalent
Stick equivalent volumes reflect our combined cigarette,
fine cut tobacco, cigar and snus volumes.

www.imperialbrandsplc.com 1



IMPERIAL BRANDS AT A GLANCE E
Three years into our strategy, we have built a Q
consistent track record of delivery against our

key objectives. At the same time we are making () &

progress on bringing to life our purpose: forging
a path to a healthier future for moments of \

relaxation and pleasure.

OUR FOCUSED STRATEGY OUR PASSION FOR BRANDS
STRATEGIC PILLARS International brands
Pages 18-23
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CRITICAL ENABLERS
Pages 24-29

Markets we
operate in:

c.120

Heated tobacco Modern oral
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ACCELERATING DELIVERY ON OUR STRATEGIC PRIORITIES

Operational improvements, enhanced capital returns to shareholders

and progress on environmental, social and governance priorities

Aggregate market share of our five
priority combustible markets

+10bps

(2022: +35bps)

NGP net revenue growth at
constant currency

+26.4%

(2022: +10.8%)

FY24 share repurchase announced

£1.1bn

(2023: £1.0bn)

Tobacco & NGP net revenue
(£ billion)

£8.0bn

2022: £7.7bn*

21 22 23

2023 Tobacco & NGP net revenue growth

at constant currency +1.4%
* Excluding Russia

Dividend per share (pence)

146.82p

2022:141.17p

21 22 23

2023 DPS growth +4.0%

Absolute CO, equivalent emissions
Scope 1 and Scope 2 market-based
(tonnes)

99,985t

2022: 175,766t

288,172t

175,766t

17¢ 22 23

Our target is to be Net Zero in our direct

operations by 2030
* 2017 is the baseline year

www.imperialbrandsplc.com



OUR CONSUMER FOCUS

Our portfolio of brands and products is
designed to meet the diverse and evolving
expectations of adult consumers in
markets worldwide. We responsibly serve
those who choose to smoke and, at the
same time, we continue to develop
potentially less harmful products which
also satisfy consumer needs.

‘Tuse Pulze and iD heat sticks
every day, and on different
occasions, like when I am
waiting for the bus, having a
beer, or during a break from
work. Sometimes I vape too, for
the flavours. I used to smoke
regular cigarettes, but I haven't

for more than five years now” ‘I started vaping to stop smoking,

Karolina . as [ was worried about the effect

Czech Re'public . DU LZE on my health and the odours. I

o love the wide variety of flavours
that are available with blu 2.0,
~ the ease of use, its affordability,

and the battery life. For me,
these are all advantages.”

Salvador,

\ 4
Sain blu :
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‘I switched to Davidoff about “A Backwoods with my crew is

10 years ago. It's a longer always in the mix. A Backwoods
cigarette and I like its quality moment is when you are with
and taste and the less lingering friends, and when you need to
smells that other brands have. unwind. The ritual is familiar and
As an engineer, [ know that like nothing else. If Backwoods
machines built in Germany can continue to deliver on high
are renowned for their quality and freshness, I will
craftsmanship and I think always be a consumer.”

this is true for Davidoff too.”

W Dt @ T

CIGARETTES

oy

‘I smoke Golden Virginia as it's
tastier than other tobacco I've
used, and easier to roll. I've tried
other brands but always come
back to this one. Golden Virginia
is part of my daily routine now.
I've tried vaping but I don't think
I would change anytime soon.”

Mark, Z{; % A A

UK

“Winston has always been my
go-to brand; I enjoy the taste.
Smoking is part of my daily
routine — in the morning with
my coffee, after a meal. There
is nothing like sitting on the N
porch after a long day at work
and taking a moment to wind
down and relax with Winston.”

vx Winston £=

www.imperialbrandsplc.com 5



OUR INVESTMENT CASE

By building a more consumer-focused
challenger business and following a
disciplined capital allocation framework
we are continuing to invest behind our
strategy, while maintaining a strong,
efficient balance sheet and delivering
enhanced shareholder returns.

REVITALISED
TOBACCO BUSINESS

The tobacco value creation model
remains resilient, with affordability and
strong brand loyalty supporting
sustainable pricing. By focusing on our
top-five combustible markets that
generate ¢.70% of operating profit, and
through selective investment in brand
equity and our sales force, we have
stabilised market share, after years of
sharp declines. This, combined with a
more disciplined focus on our broader
market portfolio, is driving improved
combustible returns.

BUILDING A SUSTAINABLE
NEXT GENERATION
PRODUCT BUSINESS

Next generation products have growth
potential as they are still a relatively
nascent category in the majority of
markets. We seek to build a sustainable
NGP business through a consumer
focus, a partnership approach to
innovation and disciplined execution.
As a challenger, our role is to offer
consumers a choice where they have
already expressed an NGP preference
and where we can leverage our existing
customer relationships.

SELF-HELP INITIATIVES
DELIVERING OPERATIONAL
IMPROVEMENT

We have identified multiple initiatives
to deliver operational improvements
that will enhance our decision-making
and drive efficiencies. For example,
we are adopting new ways of working
with our enabling functions using a
global business service model and
implementing a new ERP system to
replace our 60 legacy systems.

Aggregate priority market
share vs prior year (%)

NGP net revenue (£ million)

3 [ rops

23 £265m

»

22 £208m

21 £188m

Annual cost savings from
restructuring programme

£150m

COMBINED, THESE ARE GENERATING
A STRONG FINANCIAL OUTLOOK

Improving tobacco and NGP net

revenue trajector
annual growth ra

Improving profitability through
operational leverage, better geographic

y, with a compound
te of 1% to 2%.

The business is highly cash generative
with low capital intensity, a working
capital focus and disciplined capital

expenditure producing adjusted

90% to 100%.

mix from continued stabilisation of

priority market shares, reduced losses
from our investment in NGP and

restructuring cos

mid-single-digit compound annual

t savings driving a

growth rate for Group adjusted

operating profit.

operating cash conversion of typically

Free cash flow generated in FY23

£2.4bn




ENHANCING OUR CAPITAL RETURNS \

We have a clear capital allocation
framework alongside our strategy:

1. INVEST IN STRATEGY
Since our strategy is largely organic

and we work with innovation partners,

our capital expenditure needs are
relatively light. Any M&A is likely
to be small.

2. MAINTAIN LEVERAGE

We are committed to an investment
grade credit rating and will maintain
our leverage at the lower end of the

range 2.0-2.5 times adjusted net debt/

EBITDA range.

3. PROGRESSIVE
DIVIDEND GROWTH

We have committed to grow
our dividend every year, taking
into account the underlying
business performance.

4. RETURN SURPLUS CAPITAL
TO SHAREHOLDERS

Having reached our leverage target,
we have committed to an ongoing
share buyback programme, with
£1.1billion committed in FY24.

Capital returned to shareholders
in FY23

£2.3bn

Further information on our strategy
can be found on pages 16 to 29.

www.imperialbrandsplc.com



CHAIR’S STATEMENT

Dear Shareholders

The transformation of Imperial into a
consumer-focused challenger business
is now translating into a stronger and
more consistent operational
performance and enhanced
shareholder returns. Despite a difficult
macroeconomic and geopolitical
environment, with inflationary
headwinds, shifting consumer
preferences and regulatory challenges,
we continue to methodically deliver on
our external commitments.

One of my highlights of the past year
was attending our capital markets
event in New York in June, where
management showcased our new
consumer capabilities in insights,
innovation and marketing. What
impressed me was both the best-in-
class quality of the work by our new
global centres of expertise and the deep
collaboration with local markets. We
are making progress in other
transformation priorities:

improvements in data, simplification of
processes, and the development of a
performance-based culture.

All of this enabled the business to
deliver an improved performance in
both combustible and next generation
products (NGP) during the 2023 fiscal
year. Furthermore, we are providing
shareholders with consistent,

growing returns through a progressive
dividend policy and an ongoing share
buyback programme.

I would like to thank the 25,000 people
who work at Imperial, as well as our
many valued business partners, for
their individual contributions to our
growing collective success.

CONSUMER INSIGHTS ARE
DRIVING OUR TRANSFORMATION
Everything we do starts with

consumers — and their diverse voices
can be heard on pages 4-5 and

8 Imperial Brands | Annual Report and Accounts 2023

throughout this report. Consumers tell
us they value local brands with strong
heritage and global brands with
distinctive personalities — traditional
areas of strength for Imperial, which we
are now further developing. Many
consumers also tell us they have yet to
find a perfect potentially reduced-harm
replacement for cigarettes. This means
we are seeing a growing diversity of
behaviour with consumers using
different products for different
moments in their day.

Therefore, we see a future for this
industry where multiple nicotine
categories and a diverse ecosystem of
businesses will coexist and evolve.
Innovation, and responsible
competition and regulation, will be the
motors which drive us to a healthier
future. Thanks to our focused
investments in transformation,
Imperial is now well placed to make a
positive contribution to this wider
industry transition.



ADVOCATING FOR HARM
REDUCTION

Public health bodies agree it is the
smoke created by the burning of
tobacco leaf which contains most of the
harmful chemicals responsible for
smoking-related disease. Yet, many
consumers, policymakers and medical
professionals continue to believe that
nicotine is the principal cause of
ill-health. We will continue to campaign
to build a greater understanding of the
positive role that potentially less
harmful products can play in helping
adult smokers.

All of Imperial’s products are designed
for and marketed to adult smokers and
existing nicotine consumers. We are
actively engaging to support the
development of stronger, more
enforceable regulation which balances
the need to make an attractive range of
NGP available to adult smokers while
driving out irresponsible products and
preventing youth access.

However, we are concerned with new
policy proposals in some markets,
which see prohibition as the solution.
Outlawing legal products can inevitably
lead to unintended consequences,

in particular, the proliferation of illicit
trade and the growth of black-market
products outside the regulated
framework.

While engaging to create regulatory
environments that enable successful
tobacco harm reduction, we will also
support the freedoms of our legal adult
consumers who choose to continue

to smoke.

DELIVERING ON OUR PRIORITIES
FOR PEOPLE AND PLANET

Alongside our progress on harm
reduction, we are delivering on our
other key environmental, social and
governance priorities (ESG). In 2022 we
refreshed our approach to ESG, which
internally we call “People and Planet”,
and over the past year we have
continued to enhance our governance
and disclosures, and work towards our
key commitments. Among these is our
goal to be a fully Net Zero company by
2040, and since our baseline year of
2017 we have reduced carbon emissions
by 65% within the business. In
November 2022, the Board approved a
new diversity, equity and inclusion
strategy, which defines our processes,
practices and long-term measures for
success. In particular, we now have a
clear goal to increase the proportion of
women in senior management to 35%
by 2027.

For more on People and Planet see
pages 38-69.

ENHANCING BOARD CAPABILITIES

In March, we welcomed Andrew
Gilchrist as a Non-Executive Director
and as a member of the Audit and
People and Governance Committees.
Andrew, who was Chief Financial
Officer of Reynolds American Inc,
brings to our Board two decades of
operational and financial experience in
the tobacco sector. At February's
Annual General Meeting (AGM), we said
farewell to Simon Langelier, who after
serving nearly six years on the Board
had decided to step down. I would like
to thank Simon again for his significant
contribution to the Board and we wish
him well in his future endeavours.

We continue to hold valuable
educational sessions to ensure that
Board members are well able to provide
appropriate challenge and support for
management. Topics covered over the
past year have included tax and excise,
patents and intellectual property, and
regulatory policy.

See the Governance section, starting
on page 112, for more information.

BROADENING STAKEHOLDER
ENGAGEMENT

Building on the programmes of
previous years, the Board held meetings
in Germany and Morocco, during which
we had the opportunity to meet with
employees and consumers. I continue
to have regular interactions with our
largest investors, and over the past year
we consulted with them on our
refreshed Remuneration Policy, which
will be brought to the 2024 AGM for
approval. Having carefully considered
the existing approach and alternative
remuneration structures, the Board
concluded that the current structure,
with a small number of refinements,
remains appropriate for the Company
at this time.

EFFECTIVELY ALLOCATING
CAPITAL

The combination of our strong cash
flows and relatively low capital
intensity means we generate surplus
capital. The Board believes the
disciplined allocation of capital is a key
value lever alongside the delivery of the
Group’s strategy. We have clearly
defined our capital allocation priorities,
which start with investment to support
our strategic delivery. While the
investment needs of the business are
relatively modest, we approved a small
acquisition to facilitate our launch of
modern oral in the United States. We
have also strengthened our balance
sheet to reach our target leverage and
underpin our commitment to
investment grade status.

Our objective is to support the long-
term sustainable cash flows of the
business to enable us to maintain our
progressive dividend policy and
ongoing share buyback. The Board is
recommending an annual dividend
increase of 4.0%, to 146.82 pence per
share. We have also committed to a
£1.1 billion share buyback to be
completed in FY24, an increase

of 10% on FY23.

MOVING CLOSER TO A
HEALTHIER FUTURE

Looking ahead, we expect the
continuing benefits of our
transformation to enable a further
acceleration of our financial
performance during the final two years
of our five-year strategy. We look
forward to building on our growing
operational track record to deliver
sustainable shareholder returns and
play a positive, distinctive role in
this industry’s transition to a
healthier future.

Chair

“The transformation of Imperial
into a consumer-focused
challenger business is now
translating into enhanced
shareholder returns.”

www.imperialbrandsplc.com 9



CHIEF EXECUTIVE'S STATEMENT

Three years into our strategy, [ am
pleased with the consistent track
record we are building and excited by
the growing opportunities ahead. Our
focus has been to develop Imperial into
a strong, consumer-centric challenger
business, capable of growth, year in and
year out. Since the launch of our
strategy in early 2021, we have been
creating the team and the capabilities
to enable the revival of our combustible
business and the successful reboot of
our next generation products (NGP).

This approach is leading to clear
operational progress, despite a
challenging macro-economic
environment. In our five priority
combustible markets, which account
for around 70% of our operating profit,
we have stabilised the share declines
and exceeded our expectations with a
43 basis point growth in aggregate
share since September 2020. Over the
same period, NGP net revenue has
grown by 41% at actual exchange rates,
underpinned by market launches and
new products in all three categories.

We have also delivered a material
step-up in shareholder returns.

During FY23 and FY24, through a
combination of dividends and our
ongoing share buyback programme, we
expect to make cumulative capital
returns of £4.7 billion. This is the
equivalent of ¢.30% of Imperial's market
value as at 30 September 2023.

Meanwhile, we are continuing to make
focused investments in consumer
capabilities, data, processes and
systems, and our culture to ensure we
can grasp future opportunities across
all segments. While [ am pleased with
our progress so far, I believe that the full
benefits of Imperial’s transformation
will continue to emerge in the next few
years and beyond.

BUILDING OUR CHALLENGER
CAPABILITIES

Imperial is the fourth largest — and
smallest — of the global businesses in
our sector. To outperform consistently,
we need to do things differently to our
larger rivals — to act as the industry’s
challenger. Being a challenger is about
being close to the consumer, having
robust data and processes to enable
fast, well-informed decisions, and

10 Imperial Brands | Annual Report and Accounts 2023

developing a performance-based
culture. Taken together, these are the
critical enablers for strategic success
and the focus for our investments over
the past three years.

In a sector where consumer behaviour
is becoming increasingly diverse,
strong insights, innovation capabilities
and brand building are more and more
crucial. In June, [ joined our consumer
team at a capital markets event in New
York City. Their presentations included
our new research in consumer demand
spaces, our emerging partnership
approach to innovation, and our activity
to refresh both our international and
local brands. Since then, we have
continued to improve our ways of
working to ensure that our centres of
expertise work as effectively as
possible with our teams in the markets.

For more on our investments in our
consumer capabilities see pages
24-25.

Today's Imperial was assembled
through a series of global acquisitions
during the past quarter century. A clear
demonstration of our transformation
journey is how we are replacing more



than 60 legacy systems with a single,
unified platform. In parallel, we are also
creating an end-to-end supply chain
system — from leaf to store. These
investments will make a significant
contribution to future operational
improvements, by giving our people
more robust, actionable data, and
automating low-value processes,
freeing up time to focus on meeting
consumer needs. While these
programmes will each take several
years to complete, pilot markets and
factories are currently adopting the
new systems and ways of working.

See pages 28-29 for
more information.

We continue to build a distinctive,
performance-based challenger culture,
which internally we call “Connections”.
Having introduced our new behaviours
in 2021, during 2022 all colleagues went
through training to help them better
understand how to deploy these
behaviours in their everyday working
lives. Over the past year, we moved to
the next phase of this culture change
journey by inviting 300 of our senior
leaders to spend seven working days on
a coaching programme to help them
nurture high-performing teams (see
pages 26-27). We also launched a new
long-term diversity, equity and
inclusion strategy designed to ensure
that everyone in Imperial can feel that
they belong (see pages 67-69).

Another important focus this year has
been to support our colleagues in
markets dealing with exceptional
challenges. These include Laos and
Morocco, which have been affected
by natural disasters and, of course,

in Ukraine.

Our 2023 employee experience survey
was completed by 91% of eligible
colleagues around the world, and we
maintained our above-benchmark
engagement score of 74%.

IMPROVED, MORE CONSISTENT
PERFORMANCE

Our focused investments in the critical
enablers of our strategy are driving
improved business performance. In the
period, excluding Russia we delivered
growth in tobacco and NGP net revenue
of 1.4% and in Group adjusted operating
profit of 3.9%, at constant currency.
Reported revenue was down 0.2% due to
lower excise partially offset by higher
Logista revenues. Operating profit grew
26.8% as charges relating to our exit
from Russia were not repeated.

Once again, these achievements have
been delivered against an inflationary
backdrop which has squeezed

consumer purchasing power.

As anticipated, we delivered strong
tobacco price mix for the year

at 10.4% which more than offset
volume declines.

During 2023, market share in our
five priority markets increased by
10 basis points.

In our largest market, the United States,
our challenger approach supported a
share increase of 65 basis points for the
year. Our flagship cigarette brands
Winston and Kool were stable in their
segments thanks to distinctive brand
positioning and focused sales
execution, and we continued to
increase share in the deep discount
segment. In mass market cigars we
faced a decline in net revenue against a
strong comparator period. As expected,
this headwind, which we reported at
the half year, has eased during the
second half.

We continue to refine our approach
in Germany with investment in
building brand equity and in our sales
force effectiveness.

In the UK and Spain our strategy has
been focused on investment in local
jewel brands, while in Australia

our approach to revenue growth
management underpinned our clear
brand offerings at each of the key
price points.

O See pages 18-19 for more on our
priority markets.

To improve focus on our medium-sized
and smaller markets, we have created
the new AAACE region which includes
Africa, Asia, Australasia and Central &
Eastern Europe. Strong tobacco pricing
across the region offset volume

declines, while Central & Eastern
Europe benefited from NGP growth.

See pages 20-21 for
more information.

In NGP, we now have credible
consumer propositions across all
categories — vape, heated tobacco and
modern oral. During 2023 we
accelerated the roll-out of new products
in Europe, with the pod-based vape blu
2.0 now available in nine markets, the
blu bar disposable in 11 markets, and
Pulze 2.0, our heated tobacco device, in
seven markets. We have also expanded
the flavour range of Zone X pouches in
Europe. In the Europe region, NGP net
revenue grew by 40% year on year on a
constant currency basis. We are
pleased with the progress and feel that
we now have a full product platform for
the NGP category. We will continue to
be disciplined and will now aim to

consolidate momentum in our current
markets. This means investing only in
markets where NGP categories account
for a material proportion of the overall
nicotine market and where we have a
strong route to market. In the US, we
welcomed the unanimous federal court
decision in August to vacate an earlier
Marketing Denial Order issued by the
Food and Drug Administration against
our myblu pod-based vapour portfolio.
In 2024, we will launch our new modern
oral range under the brand “Zone”. This
follows the acquisition of a range of US
pouches from TJP Labs in June.

For more on our approach to
investment in next generation

products, see pages 22-23.

PURPOSE, PEOPLE AND PLANET

A consumer-centric, challenger
approach to NGP is how we will
contribute to the broader industry-wide
commitment to reduce harm. As the
smallest of the international
businesses, we know we cannot deliver
a healthier future on our own. But, by
getting close to our consumers,
innovating fast and working with
partners, we can drive responsible
competition and help accelerate the
transition to potentially reduced-harm
products. This distinctive way of
working is most clearly seen in our new
Sense Hubs in Liverpool and Hamburg,
which bring together consumers, our

OUR BEHAVIOURS

Collaborate
with Purpose

Start with the
Consumer

Take Accountability = Be Authentic,
3 Inclusive to all

with Confidence

Build our
Future

For more information,
see pages 26-27.

www.imperialbrandsplc.com 11



CHIEF EXECUTIVE'S STATEMENT continued

own product developers and third-party
partners in a single collaborative space.

Consumer health is a key element of
our broader environmental, social and
governance (ESG) framework, which
internally we refer to as our People and
Planet agenda. We are making material
progress in our other priority areas. We
are committed to becoming a fully Net
Zero carbon emission company by 2040
and, driven by an overall reduction in
energy consumption, we have reduced
our Scope 1 and Scope 2 market-based
carbon emissions by 65% since our
baseline year 2017. We are also on
course to meet our commitment to
eliminate landfill waste in our
operations by 2025. For more
information on People and Planet see
pages 38-69.

ALLOCATING CAPITAL WITH
DISCIPLINE

Capital allocation is a key value lever
for the business. Focus and discipline
are the key principles behind our four
capital allocation priorities:

+ Invest behind the strategy to deliver
the growth initiatives.

+ Deleverage to support a strong and
efficient balance sheet with a target
leverage towards the lower end of our
adjusted net debt to EBITDA range of
2-2.5 times.

+ A progressive dividend policy
with dividend growing annually,
taking into account underlying
business performance.

+ Return surplus capital to shareholders
while maintaining our target leverage.

Having reached our target leverage, in
October 2022 we began returning
surplus capital to shareholders via a
share buyback. We completed an initial
buyback of £1 billion during FY23, and
we have announced the next £1.1 billion
tranche for FY24. As a result, we expect
in total our returns to shareholders will
exceed £2.4 billion in the coming

fiscal year.

Given the highly cash generative
nature of the business and our current
valuation, we remain committed to a
progressive dividend policy and an
ongoing buyback programme, which
will meaningfully reduce the capital
base and generate significant
shareholder returns.

For our investment case,
see pages 6-7.

EMBRACING CHANGE

Since joining Imperial in June 2020, I
have visited a total of 35 markets and
nine factories and had conversations
both face to face and virtually with
many hundreds of colleagues. During
this past three years, I have seen how
our people have embraced change,
balancing the need for near-term
delivery with supporting our long-term
transformation. I have seen too a
growing spirit of collaboration,
accountability and inclusivity, as we
integrate new hires with strong global
consumer experience and our
colleagues with deep local and sector
expertise. Above all else it is the power
of our people which gives me
confidence in our ability to continue
to deliver over our five-year strategy
period and beyond.

OUTLOOK

Our five-year strategy is continuing to
drive the operational and cultural
changes which, despite challenging
macro-economic headwinds, are
strengthening our financial delivery.
This underpins our confidence in
delivering against the final two years of
our plan with a further improvement in
adjusted operating profit growth to
support a mid-single-digit constant
currency compound annual growth rate
over FY23-FY25, in line with our
medium-term guidance.

In the coming year, we expect to deliver
low single-digit constant currency
tobacco and NGP net revenue growth
and to grow our constant currency
adjusted operating profit close to the
middle of our mid-single-digit range.

Performance will be weighted to the
second half of the year driven by the
phasing of investments in NGP and the
phasing of our pricing in FY23. Asa
result, first half operating profit is
expected to grow at low single digits, at
constant currency.
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Our earnings per share growth will
benefit additionally from the continued
reduction in the number of shares as a
result of our ongoing share buyback
programme, although this will be offset
slightly by increased adjusted finance
and tax costs.

At current rates, foreign exchange
translation is expected to be a 0-1%
headwind to net revenue, adjusted
operating profit and earnings per share.

We look forward to building on our
growing operational track record to
deliver shareholder returns through an
ongoing buyback and progressive
dividend, and to play a positive,
distinctive role in this industry’s
transition to a healthier future.

Chief Executive Officer
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OUR DISTINCT APPROACH

APPROACH

OUR COLLEAGUES

Our colleagues are our most important
asset. We have 25,000 committed and
passionate employees who want to
make a difference.

OUR BRANDS

Our portfolio of 160 brands provides
enjoyment and pleasure for millions of
adult consumers every day.

OUR RELATIONSHIPS

We have solid, trusted partnerships with
stakeholders, including customers and
suppliers across c¢.120 markets.

WHAT WE DO

OUR CHALLENGER

We take a different,
challenger approach to
running our business,
differentiating ourselves
from our global peers

CONSUMER CENTRICITY

We put the consumer at the
centre of our business with
strong consumer insight
guiding all our decision-
making (see pages 24-25).

OUR OPERATIONS

We have a network of 30 manufacturing
sites that source and process tobacco
raw materials to provide high-quality
products at lowest cost.

OUR INDUSTRY KNOWLEDGE

Our deep knowledge of the tobacco and
nicotine industry, including our
consumer insights, helps us to operate
responsibly in all our markets.

OUR FINANCIAL STRENGTH

We are able to raise prices to more than
offset volume declines to deliver high
margins and strong cash flows to invest
and drive returns.

ADULT CONSUMER INSIGHTS

We start with the consumer — and
everything we do is based around a
deep understanding of adult smokers
and nicotine consumers. Our insights
research is led by our Global Consumer
Office and we unlock value by ensuring

we offer our consumers the right
product choices to meet their needs.
These insights provide competitive
advantage, and inform our product
offerings in both combustible tobacco
and NGP and underpin how we
communicate with adult consumers.

Imperial Brands | Annual Report 3

SCIENCE & REGULATION

We use our know-how and smaller size
to be agile in how we respond to
regulatory changes. This is supported
by our science and corporate affairs
teams, who understand the regulatory
environment in all our markets and
ensure we operate responsibly and
provide high-quality products
compliant with local standards.

MARKETING & INNOVATION

Our marketing and innovation teams
add value by using consumer insights
to develop a portfolio of combustible
tobacco and potentially reduced-
harm products to engage and excite
adult consumers. We use sales and
marketing communications and
innovation to differentiate our brands
and meet evolving consumer needs,
while at the same time ensuring our
products do not appeal to youth.




LOCAL AND
INTERNATIONAL BRANDS

Our differentiated brand portfolio
means we offer consumers heritage
brands with local provenance and
international brands that resonate with
distinct global tribes.

FOCUS

We focus our investment on clear
performance drivers in our five priority
combustible markets and drive value
from our broader market portfolio

We are building our NGP business in
markets where consumers have
already expressed their preferences
and where we already have
established distribution.

'STAKEHOLDER VALUE

PARTNERSHIPS

Our partnership approach to innovation
enables us to compete in multiple NGP
categories with an agile response to
changing market dynamics and fast
product development.

OUR CONSUMERS

Millions of adults worldwide choose to
enjoy our tobacco and next generation
products. Meeting their expectations of
quality and understanding their evolving
requirements are vital for the long-term
sustainable growth of our business.

o

OUR COLLEAGUES

It is essential we create a supportive,
safe and rewarding work environment
to enable them to deliver our goals and
develop their careers.

N\
] | —

OUR CUSTOMERS

We work closely with distributors,
wholesalers and retailers to ensure our
products are available to adult consumers
in a diverse range of outlets worldwide.
They play a crucial role in our

business model.

GOVERNMENTS
AND REGULATORS

Approaches to legislation vary
significantly across geographies. We
support reasonable regulation of
tobacco and nicotine products and look
to have constructive engagement with
policymakers and regulators.

03—

OUR INVESTORS

Our investors provide capital to the
business and monitor management’s
allocation of that capital within

the business.

e
L

N / \_//_\
OUR SUPPLIERS
We maintain strong relationships with
our tobacco, non-tobacco materials
(NTM) and NGP suppliers to help ensure
sustainable supply and business
continuity, underpinned by fair
contract and payment terms.

SUSTAINABLE SOURCING

Our leaf purchasing teams work with a
diverse and complex supply chain from
smallholder farmers to multinational
companies to procure high-quality leaf
and nicotine for our products.

Our procurement teams add value by
responsibly meeting all our sourcing
needs including leaf, nicotine and
non-tobacco materials such as

papers, filters and packaging, as well as
the power and water we use to run our
factories. Their decisions are guided by
our ESG commitments.

EFFICIENT MANUFACTURING

Our manufacturing teams employ the
latest production methods, working to
the highest quality and product
manufacturing standards. Our scale
and knowledge are competitive
strengths, enabling us to supply quality
products at lowest cost. Where
appropriate, for example with NGP
devices, we use third-party
manufacturers with the technical
expertise to deliver high-quality
products. We also use third-party
logistics companies to distribute

our products.

STRONG RETAIL PARTNERSHIPS

We sell our products to our customers.
Our sales and marketing teams have
built strong partnerships with them
through sales force coverage, retailer
incentivisation and point-of-sale
advertising, where appropriate. We
understand their needs and help them
to navigate the changing regulatory
environment. Our goal is to deliver
mutually attractive commercial
arrangements that support growth and
value creation for our retailer,
wholesaler and distributor customers.

www.imperialbrandsplc.com 15



OUR STRATEGY IN ACTION

The choices we make are guided by
our strategy, purpose and vision as
well as our approach to managing our
environmental, social and governance
(ESG) priorities.

.
’ L

7t
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C : .
OUR PURPOSE O / Forging a path to a healthier future for moments
C#@®>  of relaxation and pleasure.

OUR VISION To build a strong challenger business powered

L/&J by responsibility, focus and choice.

Q
STRATEGIC <§; ORIVING VAL e

PILLARS <
Pages 18-23 pORTFOL/g

Ve IMPERIAL
~)ic BRANDS
CRITICAL ENABLERS
Pages 24-29

PERFORMANC®
“BAsEpD cuLTURE
AND cApABILITE

¥
OUR ; Start with the Consumer Be Authentic, Inclusive to all
BEHAVIOURS Collaborate with Purpose Build our Future
Pages 26-27 Take Accountability with Confidence
HOW WE MEASURE To measure our performance we have 10 financial and four non-financial
OUR PERFORMANCE key performance indicators. We also measure the performance of several
Pages 30-31 other indicators. Financial performance is reported on pages 92 to 99,
and non-financial performance is reported on pages 38 to 8.
OUR APPROACH TO ESG HEALTHIER FUTURES
()
P 38-69
ages '~
v

Consumer health Climate change Packaging and waste

POSITIVE CONTRIBUTION

@% TO SOCIETY Q%

Farmer livelihoods & welfare Sustainable & responsible sourcing

SAFE & INCLUSIVE WORKPLACE

N\ % W

Employee health, Diversity, equity Human
safety & wellbeing & inclusion rights
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OUR STRATEGY IN ACTION continued

PRIORITY MARKET SHARES
12-month share

USA
+65bps

=
-—
. Germany

-80bps

<~ UK
“l~ -S0bps

Spain
+10bps

A

N 4

. Australia
"9 +10bps

In each of these markets Imperial enjoys a
top-three market position, with established
brands and strong customer relationships.
Growth in aggregate market share +10bps

As a challenger business, we need to
channel our investment and energies
towards the most material opportunities.
This means a consistent laser-focus on
our five largest combustible markets,
which make up around 70% of our
operating profits. These are the United
States, Germany, the United Kingdom,
Spain and Australia. Each market has
attractive features. The US and Germany
are both markets where cigarettes
continue to be relatively affordable,
creating opportunity for long-term growth.

Together these two markets account for
around 50% of our operating profit. In
the UK and Spain, we enjoy strong
market positions supported by iconic
local jewel brands, which are proving
increasingly popular with consumers
seeking distinctive propositions with
strong heritage. In Australia, a market
heavily restricted by regulation, we
have opportunities to capitalise on our
status as the second largest player and
optimise value creation.

Each market has tightly defined
priorities in marketing, distribution
and portfolio management, which are
subject to monthly reviews. Our
strategy, launched in early 2021,
defined six operational levers to
improve combustible performance
across the five markets, and three
years on we continue to make progress
on each.
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. Increase participation in premium

segments: In the US, focused
investment in our flagship brands
Winston and Kool has led to
stabilisation of our share of the
premium segment after years

of decline.

. Rejuvenate local jewels: In Spain, our

refresh of Nobel in 2022, including new
packaging and line extensions,
supported the brand gaining 30bps
in FY23. In the UK, the rejuvenation
of local brands Embassy and Regal
led to share growth of these brands.

. Optimise the value segment: It is

important that we are able to offer
consumers high-quality choices

— whatever their price points. Across
our markets, we have been investing
in more rigorous approaches to
portfolio management. In Australia,
the introduction of Lambert & Butler
in the fifth price tier underpinned a
refresh of our pricing strategy across
our brand portfolio enabling share
and value growth in FY23.

. Maximise the potential of fine cut

tobacco: In Germany, where high
inflation is driving downtrading,
the launch of our Paramount brand
grew our share of the sub-value fine
cut segment.



5. Drive performance in under-
penetrated channels: In the US our
larger sales force has enabled us to
increase coverage of smaller
convenience stores and gas stations.

6. Maximise value creation through key
accounts: In the US a focus on joint
business plans with our key accounts
underpinned out-performance of our
cigarette portfolio.

Consistent progress across these six
areas of focus means that, after years of
sharp declines in market share, we
have now reported three years of
stable-to-growing aggregate market
share for our priority markets. At Group
level, we manage these five markets as
a portfolio and therefore in any
reporting period we would not expect
all five to increase share. What matters
is maintaining stable or growing share
in aggregate over the long term.

www.imperialbrandsplc.com 19



OUR STRATEGY IN ACTION continued

STRATEGIC PILLARS

/4 By 3 . o I imil h h

ol - . We have identified a clear asmuarway fo now we nave
ey, 0 T ocused our investment in our five

R -;_,-"V'-fl.-_ role for each of our priority markets, we have brought an

%‘:r } : R, TN ¥ diverse markets. equally rigorous approach to creating

value and identifying future growth
opportunities across our broader
portfolio. We have created new
structures and processes designed to
help the teams in all our markets
maximise their contribution to the
success of the Group.

In particular, over the past year we have
created a new regional structure with
the formation of the AAACE region,
covering Africa, Asia, Australasia and
Central & Eastern Europe. Led by Paola
Pocci this unit is being developed as a
centre of expertise for our medium-
sized and smaller markets, many of
which have attractive margins and the
potential to become platforms for future
growth in combustible tobacco and
next generation products.

rt and Accounts 2023




In aggregate, some of these market
clusters, such as Africa which accounts
for about 10% of Group tobacco profit,
have the potential to make a significant
contribution to overall Group success.
Within each portfolio, every market is
assigned a specific role and a distinct
set of priorities.

Under the new regional structure,
groups of markets are now being run
more effectively as portfolios with
insights, expertise and services
being pooled.

Greater consumer engagement in each
market has guided our investment in
wider consumer choice. Brand
innovations have supported brand
equity building and underpin
sustainable price increases.

We have also shared best practice
across our wider markets. Disciplined
go-to-market strategies used to good
effect elsewhere in the Group have
been repeated across our wider
markets, where appropriate. In our
African markets strong price increases
were combined with revenue growth
management measures and tools
developed together with our Global
Consumer Office team.

We use our unique portfolio of local
jewel and international brands to meet
local consumer preferences. For
instance, in the Middle East
international brand Davidoff resonates
well with consumers, particularly in

Kuwait. Here the country benefited
from reopened borders and we
exercised strong pricing discipline and
amore focused go-to-market approach
to drive revenue growth there.

Our global duty free business performed
well during the year as travel plans
returned to pre-pandemic levels in
most locations, apart from Asia where
travelling is expected to recover to
pre-pandemic levels over time. Our
performance was enhanced as we
increased our share of market in major
airports, mainly in Europe and the
Middle East.

In line with our approach as a focused
challenger, we have been ready to

exit markets where we believe we lack
the right to win. In 2022 we exited
Japan, a large market for tobacco but
one where after a decade of investment,
the business remained small and
unprofitable. Also in 2022, following
the invasion of Ukraine we decided

to exit Russia and subsequently,

we have closed our operations in
several central Asian markets,

which had previously been reliant

on our Russian supply chain.

Focus, discipline and our new
consumer approach and revenue
growth management frameworks are
enabling us to continue to drive value
from our broader market portfolio.

www.imperialbrandsplc.com
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OUR STRATEGY IN ACTION continued
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FY23 saw a step-up in
our next generation
product operations.

NGP as percentage of Imperial’s overall net revenue in
European markets

Italy

For our potentially reduced-harm
business this has been an important
Austria 26% year, with product innovation and
targeted market launches translating
into accelerated revenue growth.

Greece

Portugal 24%

Norway 23% Following the introduction of new
propositions in vape, heated tobacco
and oral nicotine, we now have credible
offerings in all three major categories.

Sweden 21%

France

HH
X o\IH
° 3
?\D
2

Spain And consumers can now buy our NGP
in more than 20 European markets, as
UK 6% well as the United States.
Czech Republic 6% This operational acceleration has
Finfand pr translated into revenue growth of 26.4%
1 .
- globally, and 40.4% in Europe where we
Canaries have been focusing our investment.
Hungary 4%
Poland
Germery D TRANSFORMATION IN AcTig)y

Europe /

Next generation products (NGP)

2020 2021
3 NGP reboot: Investment aligned
‘ disciplined market behind new strategy;
bI U exits and under- Pulze 1.1 trials begin in
performing Greece and Czech
investments cut Republic

Vapour Heated tobacco Modern oral

NGP net revenue growth
at constant currency = 270/0 -40/0
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The step-up during FY23 follows a
comprehensive reboot of our approach
to NGP in line with the strategy we
launched in January 2021.

We operate as a challenger both in
our choice of markets and in the way
we innovate.

This means we focus only on markets
where an NGP category has already
become a material proportion of overall
nicotine consumption, and where we
have strong existing routes to market.

In innovation, reflecting our agility and
our smaller size compared to other
global players, we have developed a
partnership approach.

This is exemplified by our three new
innovation centres. Our Sense Hubs in
Liverpool and Hamburg bring together
our own development teams with
third-party partners and our consumers.
Our Shenzhen site enables us to get
closer to our supply chain partners.

Our new way of working has halved
the time from initial concept to
market launch and increased our
capacity to work simultaneously on
multiple projects.

This is particularly important because
of the need for us to take a multi-
category approach, reflecting the way
different markets are evolving different
NGP preferences because of local
culture and regulatory environments.

During FY21 and FY22, we first
refocused the business, by withdrawing
from several markets, such as heated
tobacco in Japan, which did not fit our
challenger criteria.

Then we began a test-and-learn process
introducing new products in pilot
markets, closely studying reaction from
consumers and customers, before
scaling up.

For example, in heated tobacco, we
introduced the Pulze and iD proposition
to Greece and the Czech Republic, while
blu 2.0, our latest pod-based vape, was

2022

blu 2.0 trialled in four
French cities and
roll-out of new Zone X
flavours

2023

+11%

Pulze 2.0, blu 2.0 and
blu bar launched in
multiple markets

+26%

trialled in selected French cities. This
helped to validate our propositions with
CONSUMErs.

Then over the past year, having

studied consumer feedback and made
alterations to devices, flavours and
brand propositions, we began to scale
up. Our blu 2.0 device is now available
in nine markets and our disposable blu
bar is available in 11 markets, while our
heated tobacco offerings, which include
an upgraded Pulze 2.0 device, are up
and running in seven markets.

In oral nicotine, with our Zone X and
Skruf brands, we have focused on
selected markets, mainly in the Nordic
region, where this category is preferred
by consumers. Here we have been
innovating with a range of new flavours
and brand propositions. During 2024 we
will launch a range of oral nicotine
pouches in the US.

Already, in some European markets
where our combustible presence had
historically been smaller, NGP has
grown to become a significant
proportion of overall net revenue
(see chart on opposite page).

Our challenge next is to build a larger
NGP presence in our major European
markets, where we can leverage the
strength of our sales forces and broader
business infrastructure.

FY24 will be a year of consolidation as
we continue to innovate, build brand
equity and develop the markets we
have already entered.

The strength of our competitors and the
accelerating pace of regulatory change
mean that we cannot expect to make
progress in all markets in all years.

However, as more consumers make
potentially healthier choices, we see a
future where NGP becomes a larger
proportion of nicotine consumption
over time and where Imperial secures
its fair share of this growing market.

T —

see pages 44-47.

For more information
on consumer health

MAIN NGP MARKETS

Vapour
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OUR STRATEGY IN ACTION continued

CRITICAL ENABLERS

\s We're investing to support

% a more rigorous approach
to consumer insight,

innovation and marketing.

A critical enabler for our strategy is to

\‘; ] ' n Q %
N % place the consumer at the centre of the
' % business. Our refreshed focus on

starting with the consumer is a key
element of our challenger mindset. The
tobacco and nicotine environment has
e i undergone transformative change
AP 4 » : recently. Consumer tastes are
R LI L : becoming more eclectic — choice
e matters more. The pace of innovation is

3 v \“w‘c.,"\'-‘- “.}' » Q accelerating and there is now a broad
B T Ak i NGP ecosystem where partnering is
:"’. Tl "'-. % ™ {k-;. important to success.
) - f;:-r < o8 . ™ We're building a holistic approach to
R e e understanding our consumers by
PN M ¢ < 3h VRO developing a multi-disciplinary
“IU s (A oA community to design and develop

products. This means investing in
capabilities, data and insights to ensure
that the voice of the consumer shapes
and influences our decision-making and
becomes part of the fabric of our culture.

Since the creation in 2021 of our Global
Consumer Office (GCO) we have
successfully attracted talent from a
range of blue-chip consumer goods
firms who are bringing best practice to
the team and combining it with our

Fatec |
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existing deep knowledge in tobacco
and local markets. The GCO team,
collaborating closely with the wider
business, is supporting our vision by
listening carefully to smokers and next
generation product users, and we are
challenging on behalf of these
consumers to provide them with

more choice.

In June 2023, we hosted our “Start with
the Consumer” capital markets day in
New York to demonstrate our progress
on consumer centricity. The event
provided insight into how we are
putting the consumer at the centre of
the business with presentations on
insights, marketing, innovation and
NGP. The full slides and transcript are
available on our website,
www.imperialbrandsplc.com

ENHANCING OUR
CONSUMER INSIGHTS

We have refreshed our consumer
insights and how we analyse new
opportunities now follows a consistent
global approach applied across markets
and categories. At the centre of this
new approach is our investment in one
of Imperial's largest ever pieces of
consumer research.

We used an approach called demand
spaces, a type of analysis which is well
established in other consumer sectors
but is still quite new in tobacco and
nicotine. This method, which internally
we call “Dimensions’, breaks down the
lives of our consumers into individual
moments when they enjoy our
products, for example, morning or
evening, in the home or out and about,
alone or with friends. We interviewed
8,600 consumers across eight countries,
collecting in-depth information on
15,800 different consumption
occasions. By analysing these different
moments of consumption we are better
able to differentiate our offerings to the
same consumer.

In addition, we have created new data
and analytics tools and made these
available across the organisation.
This is a clear example of how we are

October 2022

Launch of Nobel
Super Slims in Spain

putting technology to work in the
consumer space. Having piloted the
tracker in 2022, we launched the
revamped dashboard this year to
strengthen our ability to compare brand
funnels and understand switching and
other brand dynamics.

UNLOCKING OUR PORTFOLIO

We are embracing our role as a
challenger, by taking control of our
portfolio. Imperial is transitioning from
a business which only prioritised global
brands to one that also embraces its
portfolio of local jewels, widening
consumers’ choice with brands
reflecting their national identity or
their global tribe. We are a business
with a clear portfolio strategy where
each brand has a clear role and targets
a specific consumer and price, tying
into the new Dimensions framework
developed by the insights team.

We have reinvested in our brands,
increasing investment in marketing as an
overall percentage of net revenue. This is
delivering results, as demonstrated by the
success of brands such as Nobel in Spain,
together with Winston and Kool in the US.

A NEW APPROACH TO INNOVATION

Our innovation capabilities have been
reoriented to provide consistent and
coherent consumer experiences across
combustibles and NGP. A new and
differentiated approach to innovation
has been developed. It is one that is
consumer led and involves close
collaboration across functions. We are
now delivering NGP in a more
sustainable way, and at pace. In
improving our agility, we can respond to
the needs of consumers more quickly.

We have created and embraced a
partner ecosystem, and these partners
are working with us on our innovation
agenda across flavour, device, digital,
sensory and packaging. We are building
deep partnerships that allow us to be
unencumbered by ownership of an
entire value chain in a sector where
technologies and products are evolving
quickly. We are operating innovation

First half of 2023

First launches of blu 2.0,
blu bar and Pulze 2.0

March 2023
February 2023

New JPS campaign
launched in Germany

Davidoff Double
Crushball launched
in the Middle East

centres in Liverpool, Hamburg and
Shenzhen, which will accelerate the
feedback loop by giving us the ability to
test and learn from consumers as

we innovate.

A CHALLENGER APPROACH TO NGP

Collaboration between the NGP team and
our insights, innovation and marketing
teams has enabled us to leverage
consumer insights from combustibles,
and develop a holistic view of consumer
behaviour and preferences. This financial
year has been a breakout year for NGP
launches: we have successfully rolled out
our blu 2.0, blu bar and Pulze 2.0 devices.
There has been a noticeable increase in
the pace of innovation.

Our market roll-out strategy is clearly
defined. We will only enter markets
where the category has already been
created and we have an existing route
to market. Product development in
vapour and heated tobacco has been
complemented by new flavour roll-outs
in our oral nicotine products in Europe.
In June 2023, we completed the
acquisition of a US oral nicotine
product range from TJP Labs, and we
are excited about launching our new
brand, Zone, in 2024.

Looking ahead, we will optimise the
organisational design to make sure the
consumer centre of excellence is
working in tandem with the markets to
continue to deliver maximum benefit
for the business and our consumers.

“The Global Consumer
Office is supporting
our vision by listening
carefully to smokers
and next generation
product users.”

Throughout 2023

Increased flavour
roll-out across the
OND portfolio

Q4 2023

Premium non-menthol variant
of Kool launched in the US
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OUR STRATEGY IN ACTION continued

CRITICAL ENABLERS

Over the past three years, as part of
Imperial’s transformation into a strong
challenger business, we have been
developing a performance culture
which is more collaborative,
accountable and inclusive.

This has been a highly structured,
multi-year programme and, while we
know there is considerable work still
to do, we are pleased with our progress
so far.

The process of cultural change began in
2021 when, in support of our newly
launched strategy, we unveiled a new
purpose, vision and five behaviours.

These behaviours, which have been the
foundation of all subsequent activity,
are: Start with the Consumer;
Collaborate with Purpose; Take
Accountability with Confidence;

Be Authentic and Inclusive to all;

and Build our Future.

TRANSFORMATION IN ACTION
——

During 2022, our focus was on
supporting colleagues to become
familiar with these behaviours.
Every employee received training in
understanding how best to live our
behaviours in their working lives, with
leaders going through an immersive
five-day programme, which we

called Connections.

We also rebranded our global office and
factory estate, and stepped up our
internal communications with new
global, regional and functional events
enabling broad-ranging dialogues and
the sharing of best practice.

Over the past year, we have continued
to develop this new culture. Our
behaviours are now embedded in the
way we manage performance, with
leaders paid bonuses based not just on
what they achieve but also how they
deliver those achievements.

Also during 2023, we have made a
significant investment in the coaching
and development skills of our senior
managers. Three hundred leaders,
including the full Executive Leadership
Team, have completed a bespoke
course, called Connected Leadership,

designed to help each of them become
better coaches and unlock the full
potential of their teams. Examples of
our people’s response to the programme
are on the opposite page.

As part of our broader culture change
agenda, during 2021 and 2022, we built
the foundations of a new, more rigorous
approach to diversity, equity and
inclusion (DEI). This included the
establishment of Employee Resource
Groups covering gender, ethnicity,
disability and LGBTQ+, and the
recruitment of a new central team.
During 2023, we agreed a set of
long-term DEI ambitions. These are
covered in more detail on pages 67-69.

The positive impact of these activities
is evidenced in our most recent global
employee experience survey, where we
saw a 91% response rate and
maintained our above-benchmark
engagement score of 74%. Among our
Global Business Leaders — roughly our
top 500 people — we saw engagement
improve by 10 percentage points to 84%.

We will continue to embed our new

culture through rigorous performance
management and further coaching to
support our leaders.

Jan 2021

Strategy launch:
Culture is identified as
a key enabler for
improved performance

Oct 2021

New purpose, vision &
behaviours unveiled at
first-ever all-colleague
conference
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Nov 2021

Immersive Connections
sessions start. All colleagues
receive training in how to
bring to life our behaviours in
their daily working lives

Feb 2022

Launch of Connected
Performance. New
performance management
process embeds behaviours
into objective setting

and bonuses



2023 employee
engagement

74%

WHAT LEADERS ARE SAYING AND WHAT TEAMS ARE SAYING
ABOUT OUR CONNECTED ABOUT THEIR LEADERS...
LEADERSHIP PROGRAMME... “My leader is making me

‘In 15 years here, this is the first think differently, when I

time ever [ have seen such make a commitment, it feels
investment from the more personal.”

leadership in us.” . L
I can see a positive 360 change

“This is the only time learning in leading — asking more

had made me a better leader questions, making us think
on a day-to-day basis." more, solve our own problems
‘I've had more difficult and not tell us”
conversations now re people’s “My leader is pausing and
performance than ever before listening more — I noticed it.”

— caring and challenging.”

Nov 2022 Dec 2022 Jan 2023 Oct 2023

Long-term diversity, equity Second all-employee Connected Leadership Record 91% response
and inclusion ambitions conference highlights how coaching courses begin. rate for global employee
approved by the Board. This colleagues have adopted During 2023, 300 leaders experience survey. We
is followed by the launch of new behaviours. devoted seven working maintain benchmark-
the “l Belong” campaign to Contributions from days to building skills in beating 74%

build awareness and buy-in markets across all regions developing and supporting engagement score

for self-declaration data show how culture change their teams to improve

gathering (see pages 67-69 is translating into performance and

for more details) operational progress unlock potential
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OUR STRATEGY IN ACTION continued

CRITICAL ENABLERS

.

We are improving our global
processes and digital
strategies.

Imperial emerged as the world’s fourth
largest tobacco business through bold
acquisitions over the past two decades.
These transactions have given the
Company significant positions in some
of the world’s most attractive markets
and a strong stable of local and
international brands.

Our strategy, launched in 2021,
identified a need to better integrate this
portfolio of businesses to create
simpler, more efficient operations,
enabling us to better capture future
opportunities. Three years on, our
transformation is well underway with
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significant structural changes, the
introduction of new capabilities, and
investment in our digital backbone.

In addition to restructuring our regions
in FY21 to allow a greater focus on our
largest market, the United States, this
year we created a new region to include
Africa, Asia, Australasia and Central &
Eastern Europe (AAACE).

This change reflects our more rigorous
approach to how we manage our
broader portfolio of small and medium-
sized markets, some of which have the
potential to become engines of future
growth for the Group. We have also
rationalised the number of clusters and
defined clearer operating models for
our large, medium-sized and smaller
markets. These changes are supported
by a rigorous monthly performance
review process.

Our drive to create value from our
broader markets is covered in more
detail on pages 20-21.

—

2021

New performance
management approach
introduced

Market clusters reduced
from13to 10

TRANSFORMATION IN ACTI)

=



=

‘ y

In our two largest markets, the United
States and Germany, we have invested
in our sales teams, and, where
applicable, have supported them with
training and new sales technology to
support faster decision-making. In
order to derisk our investments, we are
deliberately using technologies which
have already been proven by our peers
in the consumer goods sector.

Our focus on our top five priority
markets is covered in more detail on
pages 18-19.

We have been introducing new ways of
working to ensure strong collaboration
between our central functions and
market teams, and to develop high-
quality business partnering. A major
focus this year has been embedding our
new Global Consumer Office to work
closely with our regions, supporting
consumer insight, revenue growth
management, and brand and portfolio
management. An example of how we
have achieved this is the creation of our
central business intelligence function
focusing on market and business
performance. The architecture of this
function was co-created by both central
and market teams in a collaborative
process with the resulting new insights
centre of expertise enabling local
execution with central support.

Our drive towards greater consumer
centricity is covered in more detail
on pages 24-25.

2022

Changes to business
support functions

Investment in new ERP

S —

system announced

In our business partnering functions —
including Finance, Procurement, IT

and People & Culture — we created
Global Business Services (GBS) to deliver
more strategic support to our sales,
marketing and manufacturing teams,
and to provide the flexibility to adapt
and respond to changes in the market.
In creating GBS, we streamlined our
global processes to ensure that our
resources are better allocated towards
the customer and consumer-facing
areas of the business — with a particular
focus on our five priority markets.
Across this year, we have seen over 300
roles move to the GBS, with the opening
of a new office in Krakow, Poland, for
specialists in areas including Finance,
IT, Data and Procurement.

Our Global Supply Chain has also been
transforming. Here, the focus has been
on building a fully integrated supply
chain with centralised planning,
resourcing and demand forecasting
capabilities based in our Warsaw hub.
This team, collaborating closely with our
factories and people in the markets,
offers a range of skill sets, experiences
and backgrounds - from packaging
solutions to end-to-end planning.

The new hub is designed as a space for
more agile decision-making and
professional excellence.

These changes are all being supported
by significant digital improvements.
Our investment in an all-new Enterprise
Resource Planning (ERP) system will

2023

Embedding consumer
capabilities

300 roles moved to new
Global Business Services unit

make us a more connected organisation
by replacing local legacy systems and
provide a new technology backbone. This
is a once-in-a-generation opportunity to
enhance the speed, integrity and
availability of business information,
improving our decision making and
agility. Alongside this, the programme
will simplify and standardise core
processes across our finance, supply
chain and commercial operations.

A strong programme team has been
mobilised, combining external expertise
in similar transformations and
experience from within Imperial, together
with best-in-class delivery partners and
specialists that can help us accelerate the
delivery. During this financial year we
have made significant progress, having
completed the global design phase, and
we are now implementing the model in
the first market and factory, which are
set to go live in the second half of the
next financial year.

The initial change programme, outlined
in our 2021 strategy, is now complete.
However, the work to develop a simpler
and more efficient organisation
continues, as we seek to create a
working environment where our people
can be more fulfilled and effective,
enabling improved operational and
financial outcomes.
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KPIs
Tobacco & NGP "‘

net revenue (€£bn)

&
O

We use key performance indicators to assess
the progress we are making in delivering our
purpose, vision and strategy.

FINANCIAL KPIs'

Aggregate priority market [ NGP net revenue (£m) m a
share vs prior year (%) ﬂ

Performance Performance

Our “focus on our priority markets” has
enabled us to stabilise the market share

loss we experienced for a number of years
and led to the second year of an increase in
aggregate priority market share vs prior year.
Gains in the US, Spain and Australia offset
declines in the UK and Germany.

Tobacco & NGP adjusted
operating margin (%)

A
v

NGP revenue grew by 26.4% on a constant
currency basis in the year. This growth in our
NGP revenue reflects our strategic priority to
"build a targeted NGP business” and the step
up in investment during the period. This
metric is used as a bonus performance
criterion for Executive Directors.

A
4

Adjusted earnings
per share (pence) ﬂ

23 £8.0bn

23 44.7%

23 278.8p

22 £7.7bn*

21 £7.6bn

22 44.4%*

22 264.8p*

21 43.5%

21 246.5p

Performance

Tobacco & NGP net revenue grew by 3.6% at
actual exchange rates and increased by 1.4%
on a constant currency basis excluding
Russia from the prior year. Including Russia,
tobacco & NGP net revenue grew by 0.7% at
constant currency. Tobacco net revenue was
up 0.7% at constant currency excluding
Russia, reflecting progress made in the two
combustible strategic priorities of: “focus on
our priority markets” and “driving value from
our broader portfolio”.

* Excluding Russia.

Performance

Margins improved 30 basis points at actual
rates and 70 basis points at constant
currency excluding Russia from the prior
year. Including Russia, margins grew 90
basis points at constant currency. The
improvement is a result of the operational
gearing impact of higher sales on lower
volumes and the benefit of cost savings from
our 2021 strategic restructuring programme.
*  Excluding Russia.

Performance

Adjusted earnings per share increased 5.3% at
actual exchange rates and increased 4.3% on
a constant currency basis excluding Russia
in the prior year. Including Russia, adjusted
earnings per share grew 4.2% on a constant
currency basis. Reported earnings per share
grew 52.1%. This movement is explained in
the Group Financial Review.

* Excluding Russia.

Dividend per share (pence)

Adjusted operating cash
conversion rate (%) ﬂ

Adjusted net debt to EBITDA
(multiple) 51

Performance Performance Performance

The dividend grew 4.0% reflecting
our progressive dividend policy and in line
with our capital allocation policy.

2023 adjusting cash conversion of 92% was
lower than the prior year due to working
capital outflow.

1. Definitions for financial KPIs can be found in Supplementary Information.
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Adjusted net debt to EBITDA reduced 0.1x to
1.9x in FY23, close to our capital allocation
target of 2.0x to 2.5x. Adjusted net debt
reduced by £0.1 billion, after £2.3 billion of
returns to shareholders via dividend and
share buyback. EBITDA increased year-on-
year, reflecting the growth in adjusted
operating profit during the financial year.



NON-FINANCIAL KPIs'

More non-financial performance indicators can be found in the ESG Review
on pages 38, 48, 52 and 64 and in our Reporting Criteria document available on

our website.

Return on invested capital

(%) 1

Energy consumption (GWh) ﬂ

Absolute Scope 1and 2 market-based
CO, equivalent emissions (tonnes) ﬂ

Performance Performance M Scopel B Scope 2 market-based

Return on invested capital improved in
the year by 80bps to 18.5% driven by an
increase in adjusted operating profit that
more than offset the increase in average
annual capital.

We set a target to reduce our absolute energy
consumption by 25% by 2030 versus a 2017
baseline. We are pleased to report that in
FY23 we exceeded this target with a 27%
reduction compared to the baseline. We will
now set a new target for energy reduction
moving forward.

Our 2023 relative energy consumption is
81,128 KWh/£m net revenue.

Total value is total Scope 1 and Scope
2 market-based absolute CO.e emissions

Performance

We have seen a 65% decrease in our total
Scope 1 and Scope 2 market-based emissions
from our 2017 baseline year. This has been
driven by our increased use of electricity
purchased from traceable renewable sources.
Our target is to be at Net Zero in our direct
operations by 2030. We have also set a Scope
3 target to be Net Zero by 2040.

Total shareholder return [}

215
195
175
155
135
ns

95

S T T T T
2020 2021 2022 2023

— Imperial Brands total return

Performance

We have delivered total shareholder returns
of 56% over the prior three-year period.
Delivery in line with our guidance supports
growing investor confidence in our
management team's ability to implement
our strategy.

DRIVING VALY
OUR BROg,
PORTFOLIg R

PERFORMANC®
Basep cuLTURE
AND CapABILITIE®

ﬂ KPIs used as bonus and LTIP performance
criteria for Executive Directors.
See Remuneration Report on pages
142 to0 163 for more information

Waste (tonnes)

Lost time accident frequency rate

(per 200,000 hours)
Performance Performance

Our target is to reduce waste by 20% by 2030.
We have exceeded this target with a 27%
reduction in waste compared to the 2017
baseline year. We will set a new target for
waste reduction moving forward.

We have seen a 25% increase in our lost time
accident rate compared to last year. The
number of LTAs stayed the same as last year
while the number of hours worked has
reduced, leading to the 25% increase in

LTA rate.

During FY23 we continued to increase the
use of leading indicators to better manage
risk throughout our operations..

To monitor the progress of our cultural change programme, we conduct an annual
employee experience survey. In FY23, our employee engagement score was 74%, the
same level as the prior year and above the global benchmark. Participation in the
survey was 91%. Additionally, we have developed an internal bespoke index with
which to monitor the outcome of our leadership talent development programmes.

1. Definitions for non-financial KPIs can be found in the ESG Review on pages 38 to 69 and in the Reporting
Criteria document available on our https://www.imperialbrandsplc.com/healthier-futures/our-performance.

2. 2023 non-financial data has been independently assured by Ernst & Young LLP (EY) under the limited
assurance requirements of the ISAE 3000 standard. EY’s Assurance Opinion is available on our website.
Our reporting scope and definitions are detailed in the Reporting Criteria document published on our website.
See https://www.imperialbrandsplc.com/healthier-futures/our-performance for more information.

3. Our 2023 environmental data follows the reporting period Q4 financial year 2022 to Q3 financial year 2023.
This is to allow for data collection, validation and external assurance. Our reporting scope and definitions are
detailed in the Reporting Criteria document published on our website.

4. Our health and safety data is for the full 2023 financial year. Our reporting scope and definitions are detailed in
the Reporting Criteria document published on our website.
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STAKEHOLDER ENGAGEMENT

+ Our CEO and CFO also met separately

with consumers during the year.

A tour of our Langenhagen factory
during the Board visit to Germany
provided Board members with further

O Further information on how the

Board has considered stakeholders
when making key decisions is given
on the following pages and also in
the Governance Report on pages 126
to 128.

Our focus groups have shown us
that listening to these needs and
responding to them allows us to
remain relevant and underpins
consumer loyalty to brands.

insight and understanding of the full
life-cycle of the products our
consumers enjoy.

How we monitor the effectiveness of
our engagement
+ We hold regular consumer focus

How we engage with this stakeholder groups to assess the impact of our

How the Board considers

this stakeholder

+ The Board participated in a number
of consumer immersion events over
the course of the year, in Germany
and Morocco. These afforded Board
members the opportunity to get
closer to the consumer by hearing
directly from them about their
behaviours, likes and dislikes. Board
members were also able to discuss
matters important to both
combustible and nicotine product
consumers, including the dynamic
between local and international
brands. The Board also heard about
the different buying habits of
consumers and the impact of the
rising cost of living.

+ Consumer roundtables and focus

groups are held to understand
consumers’ specific requirements
and preferences.

Feedback from these focus groups is
used in our decision-making for
investments in brand refreshes

and marketing.

The Global Consumer Office, headed
by the Chief Consumer Officer, leads
consumer-listening initiatives across
the Group.

What matters to this stakeholder
+ Our focus groups informed us that

adult consumers want a choice of
brands and quality products at the
right price points.

Feedback has also shown us that
consumer preferences such as
cigarette pack formats, flavours and
filters, as well as the choice of
potentially less harmful NGP,
evolve over time.
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brand refreshes and marketing
campaigns on consumers.

+ We believe market share changes

across products, channels and
geographies reflect the effectiveness
of our engagement with consumers.

+ Regular data-led updates from the

Global Consumer Office provide the
Executive with evidence and an
opportunity to challenge
assumptions when making decisions
related to our product portfolio.



This section of the Annual Report
provides insight into how stakeholder
engagement is taken into consideration
by the Board and the Executive
Leadership Team (ELT) in their
decision-making processes. It goes on
to describe how we monitor the
effectiveness of our engagement.

O The Board's decision-making process

is brought to life in our Section 172(1)
statement on pages 126 to 128 which
is incorporated into this Strategic
Report by reference and references
specific recent examples.

COLLEAGUES

How the Board considers

this stakeholder

+ Collective responsibility for workforce
engagement has been embedded into
the Board's governance framework in
the remit of the People and
Governance Committee.

+ The Board held three “Meet the Board”
events with groups of colleagues
during the year. These events gave
the Board the opportunity to hear
colleagues’ perspectives as part of
our overall engagement strategy.
This engagement allows the Board to
incorporate colleagues’ views into its
decision making.

+ The Board also engages with a broad
cross-section of employees by way of
dinners with teams, informal drinks
and site visits, including a tour of our
Langenhagen factory during the
Board visit to Germany.

+ The Board receives regular feedback
from our employees through updates
at the People and Governance
Committee. These include the results
of our employee experience (‘Have
Your Say”) surveys, which prove
invaluable in helping to understand
what works well and what we may
need to change, as well as pulse
surveys, which gather the views of
colleagues on particular topics, for
example the progress of our
“Connections” workshops and the
work of our employee resource
groups (ERGs).

How we engage with this stakeholder

+ “Connections”, our purpose, vision and
behaviours programme, continued,
ensuring all new and existing
colleagues experience training to
enhance their understanding of these
behaviours, and what they mean for
them in their role.

+ We continued to hold CEO and
leadership town hall meetings,
in person and virtually, providing
opportunities for colleagues to give
feedback directly to the ELT.

+ Feedback from our four ERGs,
focusing on gender, ethnicity,
LGBTQ+ and disability, has helped us
to understand how better to co-create
strategies and policies for including
under-represented groups.

+ We use various channels including
our intranet and IB News to ensure
regular internal communication
with colleagues.

What matters to this stakeholder

+ Our colleagues want to see continued
progress on equality and diversity
and to feel included. They want to see
that issues of authenticity and
inclusion around gender, ethnicity,
LGBTQ+ and disability are taken
seriously throughout the Company.

+ They want to see that responsibility
and accountability are underpinned
by a fair assessment of contribution.

+ Colleagues want to see senior
management lead the new
behaviours by example to create an
environment where innovative
approaches are encouraged and we
learn from our failures.

+ Health, safety and wellbeing continue
to be a priority in the workplace (see
pages 64 to 66).

How we monitor the effectiveness of

our engagement

+ We review the results of our annual
workforce engagement “Have Your
Say” survey.

+ We review the results of our interim
pulse surveys.

+ The ESG Committee, chaired by the
CEQ, receives feedback from the
ERGs. In addition, as each ERG is
sponsored by a member of the ELT
and co-chaired by members of senior
management, feedback from
colleagues on how the Company is
progressing in relation to inclusivity
concerns is given to the ELT via
these sponsors.

+ Feedback is obtained during the
Board listening sessions.

+ We collate feedback from exit
interviews to find out why employees
choose to leave us.
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STAKEHOLDER ENGAGEMENT continued

A\

7 | cusTOMERS

How the Board considers

thls stakeholder
The Board has participated in store
visits in Germany and Morocco over
the course of the year. These visits
provide the opportunity to talk
directly to retailers.

+ Our CEO meets with customers
regularly throughout the year.

How we engage with this stakeholder

Our market cluster leadership teams
engage with our customers to
understand how to improve the
effectiveness of their sales forces.

+ We work closely with our distributors

to understand how we can best
manage our relationships, and have a
dedicated team to support distributor
sales and build best practice in
distributor management across

the Company.

+ We use key account management

practices to engage with our largest
customers to better understand
their needs and to create strong
commercial partnerships to help our
businesses create value together.

What matters to this stakeholder

A diverse portfolio of quality products
that appeal to consumers.

+ Consistent communication on the

launch pipeline and investment
behind relevant brands in their region.

+ Ease of ordering and a strong supply

chain to maintain high levels of
on-shelf availability.

+ Support to protect against illicit trade

and underage sales.

GOVERNMENTS AND REGULATORS

How the Board considers

thls stakeholder
Our corporate strategy includes a
commitment to building an NGP
portfolio of potentially reduced
harm products.

+ The Board approves our Modern
Slavery Statement annually.

+ Regular updates on regulatory
matters are provided to the Board.

+ Our Chief Legal & Corporate Affairs
Officer presents to the Board
regularly on the Group's key

regulatory risks and our corporate
affairs strategy to manage these risks.

+ Management provides updates to the

Board as part of the regional business
reviews, including, where relevant, any
updates on the regulatory landscape.

How we engage with this stakeholder

While the Board welcomes

constructive engagement with
regulators, management is primarily
responsible for understanding and
ensuring compliance with applicable
laws and regulations.

- We monitor changing regulations in

our markets and assess the impact on
our existing portfolio and innovations.

+ We assess regulatory impact on

product design and marketing support
around brand launches.

+ This monitoring allows the Board

to take relevant legislation and
regulation into account when making
its decisions.
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+ Support and guidance through

industry changes, e.g. initiatives to
help customers manage their
business through regulatory change
such as display bans or

plain packaging.

+ Trade programmes that reward

customer business growth.

How we monitor the effectiveness of
our engagement
+ We monitor our performance relative

to other FMCG companies through
the Advantage Survey and other
benchmarking surveys. Feedback
from these surveys is reviewed and
taken into account in our engagement
plans and in setting priorities.

+ We hold management roundtable

events with regional customers to
hear first-hand how Imperial is
performing relative to peers.

+ A quarterly pulse report provides

performance feedback which is used
to highlight areas for improvement.

+ We have KPIs to monitor progress

against operational initiatives.

What matters to this stakeholder

Tobacco excise revenues and public
health spending on smoking-related
health issues.

+ Assessment of reduced harm

from NGP.

+ Compliance with local laws

and regulations.

+ Confidence that our business is

operating legally and responsibly in
each government or regulator’s region.

+ Collaboration with law enforcement

agencies countering illicit trade and
preventing youth access to tobacco
and nicotine products.

How we monitor the effectiveness of
our engagement
+ We monitor the approval of

the listing of our products in
various markets.

+ We review proposed new regulation

and the Company’s ability to be
involved in the development of
reasonable and rational regulation.

+ We monitor feedback from regulators.



INVESTORS

How the Board considers

this stakeholder

+ Our CEO, CFO and Chair have regular
meetings with our major investors to
update them on our performance,
hear their views directly and consult
with them.

+ The Board receives a report at every
meeting on investor engagement, as
well as a feedback report following
all investor events.

+ Investor perception is assessed
on an ongoing basis through
feedback on meetings, events and
conference presentations.

+ Our AGM provides an opportunity for
the Board to meet with investors.

+ Sue Clark, Chair of our Remuneration
Committee, engaged with investors
in July 2023 and subsequently about
our new Remuneration Policy, which
is to be approved at our forthcoming.
AGM. Further details of the Policy
can be found in the Directors’
Remuneration Report on pages
142 t0 163.

How we engage with this stakeholder

+ Our Annual and Interim results
presentations inform investors how
the business is performing.

+ We maintain a programme of active
dialogue with our key financial
stakeholders, including institutional
shareholders, potential investors,
holders of our bonds and sell-side
research analysts.

+ Our CEQ, CFO and senior
management present at various
conferences throughout the year,
including the Consumer Analyst
Group of New York (CAGNY)
Conference in February 2023.

+ Our CEO led our “Start with the
Consumer” capital markets event in
New York in June 2023, showcasing
how we have built our consumer-
facing capabilities and how they are
supporting our operational and
strategic delivery.

What matters to this stakeholder

+ Confidence in the Board that it has
appropriate oversight of the
management team.

+ Trust in the management team
to have a strategy and operational
plan to optimise value creation and
ensure the long-term sustainability
of returns, and to deliver on
that strategy.

+ The setting of realistic expectations

combined with transparent reporting

of performance against KPIs, both
financial and non-financial,
including ESG metrics.

+ Disciplined capital allocation.

How we monitor the effectiveness of

our engagement

+ Our CEO, CFO and Chair engage
with investors to gather feedback
on how we are performing against
our strategy.

+ Topics discussed during the year
included development of our NGP
business, sustainability of the
tobacco value model, capital
allocation considerations and ESG.

+ The Board receives an investor
relations update at every Board
meeting, which sets out the
latest investor views, share
register movements and recent
market developments.

+ Investor perception is assessed on an
ongoing basis through feedback on
meetings, our events and our
conference presentations. When
appropriate, this feedback is shared
with the Board in the IR Board Report.




STAKEHOLDER ENGAGEMENT continued

SUPPLIERS

36

How the Board considers

th|s stakeholder
The Board approves our Modern
Slavery Statement annually.

+ Suppliers within our supply chain are
included as part of the Board's ESG
considerations.

+ Factory and site visits help the Board
understand the complexities of our
global supply chain.

How we engage with this stakeholder

+ Our Supplier Qualification
Programme is a screening process
for all new NTM and NGP suppliers,
requiring completion of a self-
assessment on business conduct,
environmental management,
and labour practices such as
discrimination, child and forced
labour, freedom of association,
remuneration, working hours, and
health and safety.

+ All our leaf suppliers are expected to
participate in the Sustainable
Tobacco Programme (STP).

+ Through our Leaf Partnership
Projects we support communities in
tobacco-growing countries identified
as having the most need.

+ Our Supplier Code of Conduct helps
ensure we engage suppliers that offer
resilience in our supply chain and
security in our technology platforms.
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What matters to this stakeholder
Our support with Leaf Partnership
Projects focusing on having an
impact on important issues in the
countries from which we source our
tobacco, including Malawi,
Mozambique, Indonesia, India, the
Philippines, Dominican Republic,
Honduras and Turkey.

+ We set and abide by fair contract and
payment terms.

How we monitor the effectiveness of

our engagement
We operate a vendor rating system
for our key NTM suppliers, and carry
out annual business reviews.

+ The STP supports the sustainable
supply of quality tobacco leaf. It is a
framework to improve labour
standards, raise standards of living
and address environmental
challenges by sharing good
agricultural practices.

+ The annual STP assessment is part of
our formal supplier relationship
management. It forms part of the
suppliers’ ratings that we determine
along with quality, cost and value.

+ We carry out online engagement and
performance reviews.



NON-FINANCIAL AND SUSTAINABILITY INFORMATION STATEMENT

INFORMATION
STATEMENT

Reporting Policies

requirement

Environmental + Environmental Policy
matters* * Filter Policy

+ Sustainable Tobacco Programme
+ Biodiversity Statement

Further information

Environmental targets

Page

31, 48, 52, 61, 75, 78, 80

International management
systems

49,70 to 81

Climate and energy

31,48 to 51,70 to 81

Reducing waste 52 to 54
Sustainable tobacco supply 55 to 61
Employees* + Code of Conduct Diverse and engaged workforce 67 to 69
* Group-wide Employment Policy Workplace health and safety 31,64 to 66
+ Fairness at Work Policy )
. . International management 54,68
+ Speaking Up Policy avstems
+ Occupational Health, Safety and Y
Environmental Policy and framework Lost time accident (LTA) rate 3l
Respect for + Human Rights Policy Diverse and engaged workforce 67 to 69
human rights* .
9 Code of Conduct Workplace health and safety 31,64 to 66
+ Supplier Code of Conduct q b 62 10 63
. (0]
+ Health Protection and uman rights
Wellbeing Policy International management 63
+ Fairness at Work Policy systems
+ Speaking Up policy
Social matters* + International Marketing Standards Human rights 62 1o 63
* Policy on taxation Youth access prevention a7
+ Community Contributions and o
Volunteering Policy Farmer livelihoods and welfare 55to 58
+ Information Security Policy Charitable and political donations 164
Anti-corruption + Code of Conduct How we manage risk 100
and anti-bribery* . i i .
y Fraud lRlsk Manggement Policy Governance, risk management 100 to 111,140
* Speaking Up Policy and internal control
+ Supplier Code of Conduct
Description of Principal risks and uncertainties 102 to 109
principal risks and .
impact of Governance, risk management
business activity and internal control 100 to 111,140
Description of the Business model - 141015
business model Our Distinct Approach
Non-financial key Key performance indicators 30to31
performance . .
indicators Sustainability
performance indicators 40, 50, 51, 54
Climate-related TCFD Report 70

Financial Disclosures

* Further information on our policies, due diligence and outcomes in these areas is contained throughout the Strategic Report..
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ESG REVIEW

Purpose: Forging a path to a
healthier future for moments of
relaxation and pleasure.

Vision: To build a strong
challenger business powered by
responsibility, focus and choice.

OUR ESG HIGHLIGHTS

Reduced our Scope 1and
Scope 2 market-based
emissions by

65%

since 2017

Reduced absolute waste across
our operations by

27%

since 2017

Scored

9200

on 2022 ShareAction Workforce
Disclosure Initiative

We are now into the third
year of our five-year strategy
to transform Imperial into

a business better able to
deliver sustainable growth
year in, year out.

Our commitment to environmental,
social and governance (ESG) issues is
integral to our business strategy and
underpins our purpose and vision.
Our purpose expresses our ambition to
build a "healthier future”’, and this
applies not only to our consumers but
also to our communities and planet.
Our vision states that our pursuit of
commercial success will be “powered
by responsibility”.

Double materiality assessment

In 2023 we continued to build on the
strong foundations of our ESG strategy
established in 2022. Following on

from the materiality assessment we
conducted in 2021 where we considered
the views of consumers, customers,
employees, investors and shareholders
to establish our priority ESG issues, in
2023 we conducted our first double
materiality assessment.

Double materiality identifies both how
acompany's operations impact people
and the environment and how
sustainability matters impact the
company itself. We used an Artificial
Intelligence tool through an external
provider, Datamaran, to process
thousands of data points from
corporate reports, mandatory and
voluntary regulations, and online news.
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Tony Dunnage
Global ESG Director

This allowed us to define which issues
were most material to our business.

In addition to desk research and
interviews, using an objective and
consistent methodology on large
amounts of information makes the
data-driven insights fully traceable and
better suited for auditing purposes,
including reasonable assurance.

Results from the double materiality
assessment show that consumer health
remains as our top priority as we
continue to strengthen our next
generation products (NGP) to make a
more meaningful contribution to harm
reduction by offering adult smokers a
range of potentially less harmful
products. The assessment confirmed
our eight focus areas, as detailed on
page 40, remain priorities. We will
check the validity of our material ESG
priorities on an annual basis.

ESG REPORTING FRAMEWORK

Our Reporting Criteria document
provides further information on
ESG-related KPIs.

We report ESG-related information in
accordance with the core options of the
Global Reporting Initiative (GRI)
Standards and against the Sustainable
Accounting Standards Board (SASB)
framework for tobacco. Details can be
found in our 2023 GRI and SASB Index.

To note: Logista remains out of scope
for all Imperial ESG-related KPIs.

However, the steps Logista is taking
to address climate change impacts on
its business are detailed in our TCFD
disclosures on page 70.
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We have grouped our most material
ESG issues into three broad categories:
Healthier Futures, Positive Contribution
to Society, and Safe & Inclusive
Workplace. Each of our eight focus
areas is also aligned to at least one of
the United Nations’ Sustainable
Development Goals (UN SDGs) and
more detail is provided under each

ESG issue.

Governance continues to be a key focus
and in FY23 we have built upon the ESG
Governance framework introduced in
FY22. More detail is provided on page
41. Executive Leadership Team (ELT)
sponsors have been appointed for each
of our eight ESG priorities, to be
accountable for performance, challenge
strategy development, and drive
integration and visibility from the

top down.

Internally, we refer to ESG as our
“People and Planet” agenda. To further
embed our ESG strategy across the
business and to inspire employee
engagement we developed our Triple
Zero campaign. Triple Zero refers to our
aspirations and targets for zero injury,
zero carbon and zero waste. Through
this ambitious message, we aim to
harness employee engagement and
deepen their understanding of the
required collective effort to achieve
these ambitions.

In FY23 we held Triple Zero events in the
US and Turkey, bringing together factory
managers, regional directors and subject
matter experts from across our
operations to ensure we adopt a
consistent approach across the business
to meet our targets, as well as develop
plans in support of our aspirations. The
progress in both employee
understanding and likely actions will be
measured through our annual employee
experience survey.

ESG: People and Planet
Performance Summary 2023

Further information on our People
and Planet agenda is available on our
website in our 2023 ESG: People and
Planet Performance Summary.

As part of our approach to continually
improve our ESG performance we take
a data-led approach. Sources include
our online non-financial reporting
system, which compiles monthly
information on energy consumption,
water usage, as well as safety data. This
is to drive more robust performance
and transparency in our ESG reporting.

In 2023 we have integrated ESG
metrics for consumer health and
climate into our FY23 executive
remuneration. In FY24 ESG metrics
will continue to be part of executive
remuneration. See pages 142-163 for
more information.

We keep abreast of developing and new
ESG-related regulations. The Corporate
Sustainability Reporting Directive
(CSRD) was formally adopted by the EU
in November 2022. To meet the
requirements of the CSRD, the European
Financial Reporting Advisory Group
(EFRAG) has developed the European
Sustainability Reporting Standards
(ESRS). Earlier this year we asked a third
party to conduct a gap analysis of our
current ESG reporting against the
requirements of the CSRD. The aim was
to identify the areas we need to focus on
to ensure we comply with the reporting
requirements which will come into force
in 2025 for companies and entities in
scope. The CSRD drives in-scope
companies to bring non-financial

reporting on par with financial reporting,

with assurance of non-financial data
becoming mandatory.

In FY24 we will establish a CSRD
working group to ensure we remain
on track to disclose in line with

the requirements.

“As we enter the third year of our
ESG ambition, we remain very
encouraged by the progress
made to date and we are
determined to maintain this level
of performance. We believe the
governance structure we have
put in place, coupled with our
employee engagement efforts,
positions us in good stead to
continue to remain on track to
deliver against our ambitions.”

NET ZERO SYMPOSIUM

Lukas Paravicini, Chief Financial
Officer, is the ELT sponsor of the
climate change pillar of our

ESG strategy.

On 22 March 2023 we held a Net
Zero Symposium in our London
hub. The event, opened by Lucas
discussed how collective
responsibility, partnerships and
action will lead to the impact
necessary to keep us on track to
deliver our Net Zero ambition. We
brought together topic experts and
practitioners from across our Global
Supply Chain, Procurement,
Finance, Corporate and Legal
Affairs as well as valued partners
from insurers, advisers, and leaf
suppliers to review the progress and
to debate how we could go further,
faster, building upon the positive
progress we have made to date.

OUR JOURNEY TO DATE

2021 2022 Sept 2023 Looking forward into FY24

+ New business + ESG Board and executive Internal “People ESG priorities + Continuous monitoring
strategy launched governance agreed and Planet” integrated into by the working groups

+ Purpose, vision and . New ESG agenda launched | executive and ESG Committee
behaviours unveiled strategy developed remqnergtion + Continuous sponsorship

- ESG materiality - ESG strategy signed off by metrics (introduced and engagement across
study completed ESG Committee and Board for FY23) the organisation
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ESG REVIEW continued

HEALTHIER FUTURES

Consumer health C& Climate change Packaging and waste

We are committed to We are committed to (4/ We are committed to
strengthening our next reducing our impact on the minimising waste associated
generation products (NGP) and climate throughout our value with our products, packaging
making a more meaningful chain. Focusing on both and production processes.

contribution to harm reduction by mitigation and adaptation.
offering adult smokers a range of
potentially less harmful products.

lfel;;lr:{gvm and FY23 650/ 0 270/ 0

since 2017 since 2017

POSITIVE CONTRIBUTION TO SOCIETY

Farmer livelihoods & welfare :”\J Sustainable & responsible sourcing

@ © We are committed to engaging with our suppliers Qﬂ& We are committed to sourcing products and
to support and develop farming communities and services in a compliant, sustainable and socially
promote sustainable agriculture. conscious manner. We will work with our suppliers

to ensure continuous improvements.

155,000 ;
people in our leaf supply chain benefiting from our asu Ppller engagement Ieader

Leaf Partnership Projects aimed at improving access for a 4™ consecutive year
to clean water

SAFE & INCLUSIVE WORKPLACE

(' Employee health, Qw Diversity, equity & inclusion @ Human rights
%ﬁ safety & wellbeing m& We are committed to creating We are committed to raising

We are committed to achieving a truly diverse and inclusive awareness and improving

world-class occupational organisation renowned for processes in our supply chains,

health, safety and wellbeing celebrating difference, recognising the importance,

for all our employees. enabling our people to feel that influence and role we have in
they belong and be their promoting and protecting
authentic selves. We will human rights.

respect, recognise and value
the diversity of our consumers
and reflect the communities in
which we operate.

92% 21

440/0 on 2022 ShareAction modern slavery leading

since 2019 Workforce indicators monthly
Disclosure Initiative

(absolute numbers)

SUSTAINABLE Our ESG strategy remains aligned
DEVELOPMENT

o, with the United Nations
G'IFALS Sustainable Development Goals.
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POWERED BY
RESPONSIBILITY

‘Imperial's ESG strategy
1s underpinned by
strong corporate and
regulatory governance”.

Emily Carey,
Company Secretary

We are committed to
conducting our operations
responsibly and respecting
our people, our communities
and our planet.

Our ESG responsibilities are fulfilled
through a robust governance
framework, upholding high standards
of corporate governance, transparency
and ethics. We continuously review
and improve our risk management
processes and disclosure practices to
ensure we meet evolving standards
and practices.

To ensure the Board has full oversight
of all relevant ESG issues, we have
established a cross-functional ESG
Committee, chaired by the CEO of
Imperial Brands. The Committee meets
at least three times per year. Permanent
members of the Committee include all
the Executive Leadership Team (ELT),
making it an executive committee. The
purpose of the ESG Committee is to
provide oversight, advice and direction
on the implementation of our People
and Planet agenda and the Company's
progress on its ESG commitments and
objectives, as well as ensuring adequate
resources to deliver these. Senior
managers representing functions
including Investor Relations, Group

Andrew Gilchrist
at the Board
immersion session.

Legal, Governance, Corporate Affairs,
Supply Chain and Procurement,
Communications, Group Science and
ESG attend meetings as required.

Our comprehensive governance
structure enables appropriate levels of
focus, cross-collaboration, risk
management and escalation pathways
covering every ESG area of focus.

The Board will review our ESG
performance on a quarterly basis. The
ESG Committee reports to the Board for
ESG-related opportunities, and potential
material ESG-related risks are reported
to the Group Risk Committee.

ESG Governance structure

Board of Directors

Opportunity i

ESG Committee

Environmental Social Strategy

Strategy Group

Group

f

Group ESG
Function

t

Operational Working Groups

Other relevant
Functions

The Board of Directors was updated
on ESG-related matters throughout
the year.
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ESG REVIEW continued

The cross-functional Environmental
and Social Strategy Groups report to the
ESG Committee and are in turn fed into
by a range of ESG topic-specific
operational working groups which are
noted in each of the ESG focus areas.
This activity is facilitated by the ESG
team. This strengthened governance
approach enables cross-functional
collaboration and avoids duplication

of efforts.

Achieving our ESG targets requires a
strong commitment from the top of our
organisation. ELT sponsors have been
appointed for each of our eight ESG
priorities, to be accountable for
performance, challenge strategy
development, and drive integration and
visibility from the top down. This is
intended to inspire engagement
throughout the business. We believe
this executive level sponsorship puts us
in a stronger position to deliver against
our goals. Our executive sponsors will
work with management teams to
integrate our ESG targets into our
business strategy, monitor progress
regularly, report transparently, and lead
by example. Their commitment and
role-modelling will foster a culture

of responsibility throughout

the organisation.

Further information on our approach
to risk and opportunity management
is available on pages 100-111.

Our CEO, Stefan
and independent
Board Director,
Diane during a store
visit in Germany.

We have a broad range of policies to
support our approach to risk
management and good governance.
Our key policies relating to each of our
eight ESG focus areas are listed under
the ESG topic area. Our Code of
Conduct, translated into 27 languages,
is embedded throughout Imperial
Brands and enables our responsible
approach. It is aligned with the policies,
internal controls and risk management
processes that underpin our strategy.
The Code of Conduct sets out the
responsible behaviours we expect from
employees in their dealings with
colleagues, customers, consumers,
suppliers, agents, intermediaries,
advisers, governments and competitors.
All employees and business partners
are expected to act with integrity and in
accordance with the standards of
behaviour set out in the Code. We
expect our suppliers to conduct their
business in an ethical and responsible
manner and to comply with all
applicable laws and regulations.

Our Supplier Code of Conduct, refreshed
in 2023, sets out the behaviours we
expect our suppliers to demonstrate.
The Supplier Code of Conduct is
embedded into our Procurement Policy
and processes, which govern how we
select and contract with our suppliers.
Our refreshed Supplier Code of Conduct
will be made available in a wide variety
of languages.

For further information on our policies,
visit www.imperialbrandsplc.com/
healthier-futures/governance/policies
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Governance education training

for employees

Mandatory governance education
modules on a variety of topics are rolled
out to employees with online access,
based on role and location. For
employees who do not have access to
our online systems, we work with
markets to provide accessible local-
language versions of courses for
face-to-face training. All employees
who are assigned courses are required
to complete these modules. One of our
key e-learning courses is on our Code
of Conduct.

Part 1 of this course introduces our
Code of Conduct, reviews our Company
values, explains why we have a Code
and emphasises how we all have a
responsibility to follow the Code.

Part 2 of the Code of Conduct course
explains the responsibilities each of us
has, regardless of our role, seniority or
location, to act in ways that promote a
culture of mutual trust and respect.
We also have an e-learning course

on modern slavery, now available in
15 languages. This course provides

a short overview of modern slavery
and explains how employees can
raise concerns.
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Speaking Up

Our Speaking Up platform is available
both to our employees and to other
stakeholders, including suppliers and
farmers. The platform offers a wide
range of reporting routes and supports
anonymous reporting and feedback.

The Speaking Up Policy is made
available both internally and on the
Group website. Issues raised included
allegations of mistreatment of
employees, claims of unfair treatment
or wrongful termination and claims
relating to pay and employment
conditions. Where grievances were
determined to have merit (in part or
whole), appropriate corrective actions
were implemented. None of these
claims were determined to be systemic.

INVESTOR BENCHMARKS

Our ESG management and performance
is evaluated by a wide range of external
rating agencies.

We believe it is important for rating
agencies to work together with
companies, investors and other
stakeholders to improve consistency
and transparency in producing robust
ESG data and ratings.

SUSTAINALYTICS

In its August 2023 updated report,
Sustainalytics states that: Imperial is at
high risk of experiencing material
financial impacts from ESG factors,
has medium exposure and strong
management of material ESG issues.
The company is noted for its strong
corporate governance performance,
which is reducing its overall risk.
Imperial’s overall ESG Risk exposure is
medium and is moderately above
subindustry average.

Allegations were also received of
misuse and/or theft of Company
property. These claims were not
material in value and were determined
to be unfounded.

Reports made through our Speaking Up
platform were determined to be
without merit. A number of alleged
frauds were also investigated through
the Group's fraud reporting process.
Some of these allegations were found
to be valid in whole or part. None were
of material value.

All reports made to our Speaking Up
platform were investigated by
appropriate senior management,
including from our People and Culture
teams, Group Finance, Group Security,
and Group Legal. At all times, protection
of the individual making the report was
a key consideration.

INDEPENDENT ASSURANCE

We appointed Ernst & Young LLP to
provide limited independent assurance
over selected ESG content within the
Annual Report for the period ended
30 September 2023. The assurance
engagement was planned and
performed in accordance with the
International Standard for Assurance
Engagements (ISAE) 3000 Revised,
Assurance Engagements Other Than
Audits or Reviews of Historical
Financial Information.

These procedures were designed to
conclude on the accuracy and
completeness of selected ESG
indicators, which are indicated in the
report with an A.

An unqualified opinion was issued and
is available on our website along with
further details of the scope, respective
responsibilities, work performed,
limitations and conclusions.

MSCI
ESG RATINGS .
cce| 8 | ee [ees | A UM AAA
We are pleased to note that MSCI has
upgraded our rating from an ‘A’ to an
'‘AA’. Tts latest report dated August 2023
states: ‘Imperial Brands continues to
lead global peers on corporate
governance practices. The company
has responsible marketing policies and
enforcement mechanisms such as
regular audits and employee training.
However, like industry peers, the
company continues to face scrutiny
over its supply chain labour practices.”

MooDY’s

ANALYTICS

Moody's Analytics gave us an overall
ESG score of 42/100 and a Company
Reporting Rate of 82% in their last
update in October 2021.

FINANCIAL
" | CLIMATE | 2021- 2023

LEADERS

statista®

We are proud to have been recognised
for a third consecutive year as a
Climate Leader by the Financial Times
in its ranking of actions taken by
European businesses.

1\

wWCDP

DRIVING SUSTAINABLE ECONOMIES
In 2022, CDP awarded us an A rating for our
Climate Change submission for a fourth
consecutive year. We await the results of
our 2023 submissions to CDP for Climate,
Water and Forests. We continue to
participate in the CDP Supply Chain
Programme, which gathers information
from our key suppliers on how they are
managing their climate risks and
opportunities. We were pleased to be
recognised as a Supplier Engagement
Leader by CDP in 2022 for a fourth
consecutive year.

We have also participated in the investor-
backed Workforce Disclosure Initiative
(WDI) since 2019. This benchmark is
currently based on a disclosure score, and
performance scores have not been
allocated. We received a 92% disclosure
score for our 2022 submission and have
submitted our 2023 disclosures to the WDIL.
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ESG REVIEW continued

HEALTHIER FUTURES

CONSUMER
HEALTH

NGP net
revenue has
increased by

41%

between FY21
and FY23

We are committed to strengthening our next generation
products (NGP) to make a more meaningful contribution
to harm reduction, by offering adult smokers a range of
potentially less harmful products.

Behaviours Link to SDGs

GOODHEALTH SDG 3: We are
ANDWELLBEING

committed to tobacco

_/\/\/\. harm reduction

Governance

+ Consumer Health
Working Group

+ Product Stewardship and
Health Group (PSHG)

Key Policies
+ International
Marketing Standards

+ NGP Policy Positions

ELT sponsor

+ Andy Dasgupta,
Chief Consumer Officer

+ Sean Roberts, Chief Legal and
Corporate Affairs Officer

Start with the
Consumer
OUR PLAN
2023 2024
+ Consumer Health Working Group created. + New NGP innovations planned
+ Three innovation hubs in Liverpool, across multiple markets.

Hamburg and Shenzhen.

+ Acquisition of range of US oral nicotine
pouches from TJP Labs.
+ Launch of blu bar, our disposable vape.
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THE RELATIVE RISK SCALE

An illustrative representation of the current scientific evidence:

Combustible
Cigarettes

.

COMBUSTION

COMBUSTIBLE
TOBACCO PRODUCTS

HIGHER RISK
MORE TOXICANTS

As a responsible manufacturer, we
understand and maintain a detailed
knowledge of our products and monitor
the relevant scientific developments
and literature relating to our products
and respond accordingly. The Product
Stewardship and Health Group (the
PSHG,) is responsible for formally
advising the Board, via the Chief
Executive, on all consumer
safeguarding issues.

To oversee a more holistic approach to
consumer health, in FY23 we set up the
Consumer Health Working Group which
brings together internal stakeholders
from across the business including the
ESG team, Group Science & Regulatory
Affairs, Investor Relations, Group
Communications, Corporate and Legal
Affairs, Product Innovation and the
Global Consumer Office. This group is
responsible for overseeing the actions
taken and the progress made related to
consumer health.

Making a positive impact on
consumer health through our NGP
continues to be a priority.

Globally, more than a billion adults still
smoke. Along with others in our
industry, we acknowledge society’s
concerns about the health risks of
smoking, and we have a duty to help to
potentially improve public health by
reducing smoking-related harm. This
ambition aligns with SDG 3.4 which
aims to: ‘reduce mortality from
non-communicable diseases and
promote mental health”.

Heated
Tobacco

A consumer-centric, challenger
approach to next generation products
(NGP) supports Imperial’s specific
contribution to this broader industry-
wide commitment to reduce potential
harms. As the smallest of the
international businesses, we are
humble about what we can achieve on
our own. But, by engaging with our
consumers, innovating fast and
working with business partners, we
believe we can drive responsible
competition and help accelerate the
transition to potentially reduced-
harm products.

NGP have the potential to make

a significant contribution to

harm reduction.

Both our own — and independent —
scientific evidence suggests all nicotine
products which do not involve the
burning of tobacco are potentially less
harmful to consumers, compared to
continuing to smoke cigarettes.

While public health bodies have
concluded that nicotine is addictive,
they also agree that it is the smoke
created by the burning of tobacco leaf
that contains most, and in the highest
levels, of the 100-plus harmful
chemicals responsible for smoking-
related disease. Advances in science
and technology enable our NGP to
deliver nicotine to consumers without
the need to burn tobacco.

To aid understanding of the harm
reduction potential of each NGP relative
to cigarettes, we have developed an
illustrative representation of the
current scientific evidence - the
relative risk scale illustrated above.

Oral Nicotine
Nicotine Replacement
Pouches Therapy

Vape

Snus {H

Total
Cessation

===

-

LOWER RISK
FEWER TOXICANTS

Imperial has accelerated
innovation in potentially
harm-reduced products.

Since the launch of our current Group
strategy in January 2021, we have been
investing in consumer insights,
innovation capabilities and third-party
partnerships to accelerate our NGP
operations. This way of working is most
clearly seen in our new innovation
centres. Our Sense Hubs in Liverpool
and Hamburg, opened in 2023, bring
together consumers, our own product
developers and third-party partners

in a single collaborative space. Our
Shenzhen site enables us to get closer
to our supply chain partners.

These focused investments have led to a
step change in the pace of development of
new products across multiple categories
— all designed to appeal to existing adult
smoker and nicotine consumers.

+ Pulze 2.0, our latest heated tobacco
innovation, is now available in
seven markets.

+ blu 2.0, the evolution of our myblu
pod-based vape, is available in
nine markets.

+ blu bar, our new disposable vape, is
already established in 11 markets.

+ Three new variants of Zone X, our
tobacco-free oral nicotine pouches, in
select established European markets.

In the US we are poised to launch a new
range of oral nicotine products following
the acquisition of TJP Labs’ range of US
nicotine pouches in June 2023.

Our NGP net revenue has
increased by 41% between
FY21 and FY23*

* FY23 NGP net revenue was £265 million and has
been independently assured by Ernst & Young LLP
(EY) under the limited assurance requirements of
the ISAE 3000 standard. EY’s Assurance Opinion
is available on our website.
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ESG REVIEW continued

Supporting consumer choice -
consumer behaviour is becoming
more diverse.

The tobacco industry has made
significant progress in tobacco harm
reduction. However, even in Europe, the
region where NGP has made most
progress, cigarettes still represent 91%
of the total market.

Analysing the global and regional
figures, we are seeing growing diversity
in consumer behaviour market by
market. For instance, in three examples
of neighbouring countries in Europe:
France is a significant vaping market,
while Italy is the largest heated tobacco
market in Europe and in Austria oral
nicotine is the dominant NGP category.

Furthermore, we are seeing similar
diversity of consumer behaviour when
we analyse nicotine use by individual
occasions — or ‘moments.” Over the
past two years, Imperial has conducted
a major piece of consumer research,
using an approach called “demand
spaces”. This method breaks down the
lives of our consumers into individual
moments when they enjoy our
products: for instance, in the morning
or evening; in the home or out and
about; and alone or with friends.

We interviewed c.8,600 consumers
across eight countries, collecting
in-depth information on ¢.15,800
different consumption occasions. Our
research highlighted how, moment by
moment, there are wide variations in
how consumers behave.

We learned that, in some markets, NGP
are already the dominant category for
certain moments or occasions — the
moments, for example, when people
meet with friends outside the home.
Equally, however, we learned that there
are certain moments — which account
for a high proportion of nicotine
consumption — where NGP have made
few inroads. These are typically
moments when people are on their own
at home, for example taking a break
between tasks.

These trends suggest that there will be
no one-size-fits-all solution in tobacco
harm reduction — and there is room for
a wide range of businesses, including
Imperial, to carve out distinctive roles
catering for specific consumer needs.

Substantiation of reduced risk - our
innovation is underpinned by a
rigorous scientific framework.

Our Group Science function, partnering
closely with our consumer teams,
ensures each of our NGP is substantiated
against our Scientific Assessment
Framework. This is designed to:

1

Reassure our consumers by ensuring
all our products are manufactured to
a high and consistent standard.
Evidence that our NGP are
potentially reduced-risk compared
to continuing to smoke, and that
they are compelling to try and
satisfying when used by adult
smokers and existing NGP users (the
“off-ramp” on the graphic below).
Support the conclusion through a
wide range of measures that our
NGP are unattractive to unintended
populations, including never-
smokers and the under-age.
Furthermore, current internal
research indicates that alternative
nicotine products may be competing
with combustible cigarettes rather
than promoting smoking thereby
potentially preventing “on-ramp” to
potential cigarette smoking.

s

For further information please visit
Imperial Brands Science website:

THE HARM REDUCTION EQUATION

www.imperialbrandsscience.com

SCIENTIFICALLY- ADULT ADULT UNINTENDED UNINTENDED
SUBSTANTIATED SMOKER X SMOKER USER X USER
REDUCED RISK APPEAL USAGE APPEAL USAGE

PRODUCT

“OFF RAMP™
frem smaking
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SCIENTIFIC ASSESSMENT
OF NGP

One example of our structured
approach to scientifically
assessing our NGP through our
Scientific Assessment
Framework is the research we
have conducted into our heated
tobacco system, Pulze and iD.

After proving that Pulze does
indeed heat, and not burn,
tobacco, we analysed its aerosol
and demonstrated significant
reductions in the harmful and
potentially harmful constituents
compared to cigarette smoke.
We then confirmed these
findings translated to reduced
cell toxicity across a series of
laboratory tests, with reductions
of between 90-98% compared to
cigarette smoke.

Clinical trials have also been
conducted to confirm Pulze and
iD delivered nicotine effectively
to adult smokers, while also
reducing their desire to smoke.
Simultaneously, we published
behavioural research to show
Pulze appealed to its intended
audience — adult smokers — but
was not attractive to never-
smokers, including young adults.

This activity also supports our
dialogues with regulators and policy
makers as we seek approval for new
NGP products and secure support for
the broader principles of tobacco
harm reduction.

To confirm the tobacco harm reduction
potential of our heated tobacco
products in market, we have recently
conducted a behavioural study on Pulze
2.0 in the Czech Republic, where we
tracked adult smoking participants to
understand how they use our products
over time to potentially help cut down
— or perhaps even entirely replace —
cigarette smoking. Initial findings
from the draft report are positive,
suggesting the system'’s potential

to help adult smokers either stop
smoking or substantially reduce their
cigarette consumption.

While we seek to provide strong,
responsible competition in the NGP
segment, we also recognise we are part
of an industry-wide transformation.
Therefore, we are committed to playing
our part in furthering the broader
scientific debate on tobacco harm
reduction. We have published 30
peer-reviewed Imperial-authored
papers and presented 29 scientific
research posters at conferences over
the last five years.

Unintended use of NGP - we are
committed to discouraging
unintended use.

Imperial is proud of its long track
record in minimising consumption of
its products by unintended users,
including young people.

Our blu vape brand was launched in
2009 and acquired by Imperial in 2015,
and the average age of blu consumers
in the UK - the brand’s largest market
— is closely aligned to the average age
of cigarette smokers.

Across all markets, blu’'s marketing
proposition targets mature consumers
making a broader lifestyle shift.

Similarly, the Pulze heated tobacco
proposition, with its long battery life, is
specifically designed to encourage
smokers to stay within the heated
tobacco category.

We are committed to marketing and
advertising our products responsibly
within the laws, codes of practice and
voluntary agreements of those
countries where we operate. Our
commitment to responsible marketing
and sale of our NGP and combustible
tobacco products is summarised by our
Marketing Principles and underpinned
by a strict Group-wide International
Marketing Standard for Next
Generation Products.

In some markets, irresponsible product
design, marketing and sales, combined
with inadequate and inconsistently
enforced regulation, have created
growing public unease about youth
access to nicotine products. We share
these concerns. That is why we are
engaging with policymakers to develop
regulatory frameworks which better
balance adult smokers’ needs for an
attractive range of potentially harm-
reduced alternatives with the

imperative that children should not
have access to nicotine products.

Europe has been the key area of focus
for Imperial in NGP over the past two
years — and in this region we are
campaigning for:

1. Regulatory codes for NGP naming,
packaging and marketing.

2. Retailer licensing regimes which
provide stronger deterrents against
under-age sales.

3. The extension of the excise system
to the vape category to provide
additional enforcement tools against
rogue manufacturers and retailers.

The implementation of measures like
these will, we believe, help to prevent
youth access, and enable responsible
NGP manufacturers to continue
advancing tobacco harm reduction by
offering adult smokers increasingly
attractive, potentially less harmful
alternatives to cigarettes.

MARKETING PRINCIPLES

1. We only engage with adult
consumers of tobacco and
nicotine products.

2. Our marketing is honest
and transparent.

3. We give our consumers the
information they need to
make informed choices.

4. We do not encourage people to
start smoking or non-smokers
to use recreational nicotine
products, and never
discourage consumers of our
products from quitting.

5. We comply with the local laws,
codes of practice and
voluntary agreements which
govern the advertising,
promotion and sale of
our products.
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ESG REVIEW continued

HEALTHIER FUTURES

Behaviours

Build our

Future

OUR PLAN

(from a 2017 baseline year)

2025

+ 100% of our purchased grid
electricity will come from traceable
renewable sources.

+ Reduce absolute Scope 1 and 2 GHG
emissions by more than 50%.

48

2

Link to SDGs

13 erov

> 2

+ SDG 13: Take urgent action to
combat climate change and
its impacts

+ SDG 7: Ensure access to
affordable, reliable, sustainable
and modern energy for all

030
100% of energy sourced for our
operations will be from renewable
sources.

+ Be Net Zero in our direct operations

(Scope 1 and 2 GHG emissions).

+ Reduce our total carbon footprint

(absolute Scope 1, 2 and 3 GHG
emissions) by 50%.

+ Reduce absolute Scope 3 emissions

by 50%.

+ Reduce energy consumption by 25%
- Reduce water consumption across

our operations by 30%.
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Governance

+ Environmental Compliance
Working Group

+ Climate Change
Engineering Forum

Key policies
+ Environmental Policy
+ Biodiversity Statement

+ Lukas Paravicini,
Chief Financial Officer

2040

+ Our value chain will be Net Zero
emissions (absolute Scope 1, 2 and 3
GHG emissions).



STRONG TRACK RECORD
OF PERFORMANCE

From our 2017 baseline year
we have:

65%

26%

32%

The specific SDG 13 and 7 targets
we are supporting:

Strengthen resilience and
adaptive capacity to climate-related
hazards and natural disasters in
all countries.

In support of this target, we monitor
climate-related risks and put in place
intervention or mitigation measures
where necessary. Our targets on
climate change also represent potential
business opportunities. We expect to
see cost and environmental benefits
flow from our energy-saving and
efficiency programmes.

In line with the recommendations of
the Task Force on Climate-related
Financial Disclosures (TCFD), we have
explored the impact that climate
change is likely to have on our value
chain in terms of both risk and
opportunities. This includes the steps
Logista is taking as well.

O Please see page 70 for details.

Improve education,
awareness raising and human and
institutional capacity on climate
change mitigation, adaptation, impact
reduction and early warning.

In support of this target, we want our
global workforce to have a common
understanding of the topic of climate
change. In FY23 we published a training
on climate change for our employees.
The training focuses on the general
topic of climate change as well as
Imperial Brands' specific measures and
targets that mitigate the risks of climate
change, enhance opportunities and
create responsible business behaviours.

By 2030, increase
substantially the share of renewable
energy in the global energy mix.

In support of this target, we aim to have
100% of our purchased grid electricity
from traceable renewable sources by
2025 and we aim to source 100% of all
our energy from renewable sources

by 2030.

We know that climate change
represents a potential long-term risk
across the whole of our value chain and
to society in general. Disruption in
climate and energy has the potential to
impact our business from challenges as
diverse as crop failure, asset destruction
and interruption in distribution. We
recognise the importance of disclosing
how we are managing climate-related
risks and opportunities and we have
reported on our approach for several
years now, both within our TCFD
section on pages 70-81 and through our
CDP disclosures which are available on
the CDP website.

In FY23 we reviewed the membership
of our Environmental Compliance
Working Group and the Climate Change
Engineering Forum to ensure these
groups bring together subject matter
experts and engineers from across our
operations to discuss initiatives and
approve projects to achieve our Net
Zero ambition. These groups also
provide a platform to exchange
knowledge and best practice to help
drive consistent performance across
our operations.

Further details on our carbon transition
plan can be found in our 2023 ESG
Performance Summary and in our
TCFD section on page 70. Our Net Zero
commitment is part of our Triple Zero
campaign and all our operations continue
to develop local carbon transition plans
to ensure they are taking the correct
steps and actions to contribute to this
Net Zero commitment.

We also established an internal carbon
pricing mechanism to account for the
cost of greenhouse gas emissions
resulting from our operations. The price
will be reviewed annually and adjusted

CLIMATE

Our actions to cut emissions and
mitigate climate risks have earned us a
position on the CDP’s “A List” for
climate change for a fourth consecutive
year. Our 2022 CDP scorecard is
available on our website.

as necessary to reflect changes in the
cost of emissions.

Nearly 90% of our carbon footprint is in
our value chain, accounted for in our
Scope 3 emissions. We are working
with our suppliers and other partners to
better understand our Scope 3
emissions. We do this largely through
the internationally recognised CDP
Supply Chain Programme, and further
integration with our sustainable
sourcing pillar. In the past year we have
re-baselined our entire Scope 3
inventory and recalculated all 15 Scope
3 categories for 2022. For further

details see the Sustainable and
Responsible Sourcing section on

page 60.

WE HAVE MAPPED A FIVE-
STEP APPROACH TOWARDS
NET ZERO:

Undertake
energy-efficiency
initiatives

Switch to 100%

renewable grid @
electricity

Transition all
other energy
types to
renewable
sources

Achieve Net
Zero in our
operations

Become climate
positive, which
means saving more
greenhouse gas
emissions than we
are generating

<

More detailed information is
provided in our 2023 ESG
Performance Summary.
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ESG REVIEW continued

CLIMATE CHANGE PERFORMANCE

Performance Unit 2017 2021 2022 2023 Commentary
indicator (base year)
Operations with % 92 78 83 82 We have updated the scope of this indicator to ensure we are
1SO 14001 addressing largest manufacturing sites. For further details
certification see our 2023 Reporting Criteria document.
Absolute energy GWh 875 729 712 650" We set a target to reduce our absolute energy consumption by
consumption! 25% by 2030 versus a 2017 baseline. We are pleased to report
that in FY23 we exceeded this target with a 26% reduction
Relative energy =~ KWh/£m 112,801 95,740 91364 81,128 compared to the baseline. We will now set a new target for
consumption! net energy reduction moving forward.
revenue
Electricity from % 8 6 52 96" We aim to purchase Renewable Energy Certificates (RECs)
purchased from within the same market boundary as electricity is
renewable being consumed.
sources! In markets where RECs are not available within the
same market boundary, we purchase from a nearby
geographical location.
We are regularly reviewing this with the intention to purchase
from within the same market boundary once a source
becomes available.
Energy from % 5 4 23 41%  The proportion of energy from renewable sources has
renewable increased by 36% since our 2017 baseline year. This is
sources mainly driven by the use of renewable electricity with our
RECs scheme.
We have set a target to use 100% renewable energy by 2030.
Absolute Scopel Tonnes 14,270 92,900 91,007 81,089* Our Scope 1 emissions arise from stationary fuel combustion
CO,e emissions! at our sites, refrigerant gases and mobile fuel combustion in
our fleet of Company sales vehicles.
We have seen an 11% decrease in Scope 1 emissions since last
year and a 29% reduction from our 2017 baseline year.
Absolute Scope 2 Tonnes 161,360 133,292 131,236 T14,059* Our Scope 2 location-based emissions comprise the indirect
CO,e location- emissions resulting from the use of purchased electricity, heat
based emissions! and steam at our sites.
We have seen a 13% decrease in Scope 2 location-based
emissions since last year and a 29% reduction from our 2017
baseline year.
Absolute Scope2 Tonnes 173,902 - 84,759 18,896* we report Scope 2 location-based and market-based
CO,e market- emissions according to the GHG Protocol Scope 2 Guidance
based emissions! (2015) and CDP guidance.
We have seen a 78% reduction in Scope 2 market-based
emissions compared to last year and an 89% decrease
compared to the 2017 baseline year.
This significant reduction in Scope 2 market-based emissions
reflects the increase in our use of electricity purchased from
traceable renewable sources.
Total absolute Tonnes 275630 226,192 222,243 195,148* We have seen a 29% decrease in our total Scope 1 and 2
Scope 1and 2 location-based emissions from our 2017 baseline.
location-based Our target is to be at Net Zero in our direct operations by 2030.
CO.e missions! We have also set a Scope 3 target to be Net Zero by 2040.
Relative Scope1l  Tonnes/£m 35.5 297 285 24.44
and 2 location- net
based CO,e revenue
emissions!
Total absolute Tonnes 288,172 - 175,766 99,985" we have seen a 65% decrease in our total Scope 1 and Scope
Scope 1 and 2 market-based emissions from our 2017 baseline year. This
2 market-based has been driven by our increased use of electricity purchased
CO,e emissions from traceable renewable sources.
Relative Scope1  Tonnes/£m 375 - 2255 12.48%
and 2 market- net
based CO,e revenue
emissions!

A. Select 2023 data has been independently assured by Ernst & Young LLP (EY) under the limited assurance requirements of the ISAE 3000 standard. EY's Assurance Opinion
is available on our website. Our reporting scope and definitions are detailed in the Reporting Criteria document published on our website.

1. Our 2023 environmental data covers the reporting period Q4 2022 to Q3 2023. This is to allow for data collection, validation and external assurance. We use the industry
leading Greenhouse Gases (GHG) Protocol standard to inform our reporting of Scope 1 and 2 emissions.
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Performance Unit 2017 2021 2022 2023
indicator (base year)

Total Scope 3 Tonnes 981,638 - - 822,880
CO,e emissions

Commentary

In FY23 we recalculated our Scope 3 baseline of 2017 and
calculated our 2022 Scope 3 emissions across all categories. This
recalculation follows the latest methodology outlined in our
Reporting Criteria document, and in accordance with the Global
Greenhouse Gas Protocol.

The resulting data shows a 16% decrease in our total Scope 3
emissions compared to the baseline year.

We have a clear methodology for further improving our data
capture for Scope 3, by transitioning to a more market-based
approach with our partner suppliers and updating using the most
recent emissions factors.

Based on our recalculation, we have set a more ambitious target to
reduce our Scope 3 emissions by 50% by 2030.

Scope 3 COze Tonnes 16,003 1,837 5,901 ]8,879A

emissions:
Business travel

Business travel is travel undertaken for work or business purposes.

The main driver for the increase in emissions in FY23 is business
travel mileage which increased by approximately 100% compared
to the previous year .

Key suppliersby % - 20 25 33
spend with

science-based

targets

We aim for 50% of our suppliers by spend within the Purchased
Goods and Services category to have science-based targets by
2024. Of the suppliers in scope, 33% had science-based targets at
the end of FY23.

We are engaging with our key suppliers directly and via the CDP
Supply Chain Programme to achieve this target.

Logista absolute  Tonnes 38,554 45557 47,099

Logista is managed remotely due to commercial sensitivities and

Scope 1and 2 is responsible for its own data. Logista has provided independently
CO,e emissions assured data from 2022 for absolute Scope 1, 2 and 3 emissions.
Data for 2023 is still undergoing independent assurance.
Logista absolute ~ Tonnes 19361 134,634 183,703 The increase in Scope 1 and 2 emissions seen in 2022 is due to an
chpe_3 CO.e increase in transport activity under operational control. The
emissions decrease in Scope 3 emissions is attributed to some divestment
activity and some emissions reduction initiatives implemented
by Logista.
Logista’s 2022 relative Scope 1 and 2 emissions comprise 23 tonnes
(2021: 22 tonnes) of CO,e per £million of 2022 distribution fees
(our non-GAAP revenue measure for Logista). Further information
on the scope of Logista’s GHG reporting is available at
www.grupologista.com.
Absolute water m3 1,468,626 1,109,178 1,056,982 999,214* we seta target to reduce our absolute water consumption by 30%
consumption’ by 2030 versus a 2017 baseline. We are pleased to report that in
- . FY23we exceeded this target with a 32% reduction compared to
Relative water mé¥/£m 189 146 136 125 the baseline. We will now set a new target for water consumption
consumption net moving forward.

revenue

SCOPE 1 AND 2 EMISSIONS - UK AND GLOBAL'%3

2023 2022

Performance Units UK and Global UK and Global
indicator offshore  (Excluding UK offshore  (Excluding UK
area and offshore area  and offshore

area) area)

Scope 1 emissions tCO,e 1,841 79,248 1,751 87,500
Relative Scope 1 emissions tCO,e / £m net revenue 0.2 9.9 0.2 n.2
Scope 2 location-based emissions tCO,e 872 13,187 903 130,298
Relative Scope 2 location-based emissions tCO,e / £m net revenue 0.1 14.1 0.1 16.7
Scope 2 market-based emissions tCOLe 0] 18,896 310 84,209
Relative Scope 2 market-based emissions tCO,e / £m net revenue o 2.4 0.04 10.8
Total Gross Scope 1and Scope 2 location-based emissions tCO,e 2,73 192,436 2,654 217,798
Relative Scope 1 and Scope 2 location-based tCO,e / £m net revenue 0.3 24.0 0.3 279
Total Gross Scope 1 and Scope 2 market-based emissions tCO.e 1,841 98,145 2,061 171,710
Relative Scope 1 and Scope 2 market-based tCO,e / £m net revenue 0.2 123 0.3 220

Energy consumption kWh

13,233,516 637,059,838 12,421,624 691,831,110

1. We have provided reporting in compliance with UK Streamlined Energy and Carbon Reporting (SECR) regulations (being the Large and Medium-sized Companies and
Groups (Accounts and Reports) Regulations 2008, as amended by the Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 2013 and the SECR under the
Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon Report) Regulations 2018).

2. For details on the methodology used for SECR calculations, please see our Reporting Criteria document available on our website.

3. Energy efficiency measures taken in FY23 are reported in our 2023 CDP Climate Change disclosures available on the CDP website.
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ESG REVIEW continued

HEALTHIER FUTURES
()
B

Behaviours Link to SDGs Governance
+ Combustible Product
SDG 12: Ensure Strategy Group
sustamablle + Product Sustainability Forum
consumption and
production patterns Key policies

+ Environmental Policy

Start with the

+ Filter Policy
Consumer . NGP Policies
+ Javier Huerta, Chief Supply
Chain Officer
+ Ales Struminsky, President,
Europe Region
OUR PLAN
(from a 2017 baseline year)
2025 2030
+ Our operations will send zero waste + We aim to reduce waste generated
to landfill. within our operations by 20%.
+ 100% of our packaging will be + We aim to have a greater than 80%
reusable, recyclable, or compostable average packaging recycling
in the EU and UK. recovery score in the EU and UK.

+ 100% of all wood fibre in our
packaging will be sustainably
sourced.
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We recognise the important role we
must play in protecting the natural
environment and we actively work to
minimise our environmental impacts.
Certain resources are finite and, as
such, this presents us opportunities to
explore solutions that support our
business sustainability and protect
the environment.

The specific SDG 12 targets we are
supporting:

By 2030, achieve the
sustainable management and efficient
use of natural resources.

In support of this target, we aim to have
100% of all wood fibre in our packaging
from recycled materials or responsibly
managed forests by 2025.

By 2030, substantially
reduce waste generation through
prevention, reduction, recycling
and reuse.

In support of this target, we aim to
ensure that all our operations will send
zero waste to landfill by 2025. We also
aim to have 100% of our packaging in
the EU and UK to be reusable, recyclable
or compostable by 2025.

Encourage companies,
especially large and transnational
companies, to adopt sustainable
practices and to integrate
sustainability information into
their reporting cycle.

In support of this target, we are
committed to providing detailed ESG
disclosures within our Annual Report
and Accounts and on our corporate
website. We are committed to
partnering with our suppliers directly
and through the CDP Supply Chain
Programme to collaborate with them to
reduce our environmental impact
across the whole of our value chain.

Our operations

We are committed to compliance with
all relevant environmental legislation
applicable to our operations. Reducing
our environmental impact supports
efficiency and cost optimisation. As
part of our role in protecting the natural
environment, we seek to minimise
overall waste, eliminate waste to
landfill and make all our packaging in
the EU and UK reusable, recyclable

or compostable.

In FY23 we continued to use the
Combustible Product Strategy Group
and the Product Sustainability Forum to
discuss existing and upcoming
environmental legislation and policies
and the potential impact they will have
on the business, new product-related
sustainability innovations and
performance against our ESG targets
and goals. These working groups
include representatives from Corporate
and Legal Affairs, ESG, Product
Realisation, Global Supply Chain and
local market representatives to ensure
we have cross-collaboration and
involve the correct subject matter
experts in our decision-making process.

We continue to prepare for upcoming
regulation such as the EU Packaging
and Packaging Waste Directive. These
efforts include re-engineering our
packaging for recyclability and
removing what is not needed. We aim
to use resources efficiently, source
them from sustainably managed
sources and to introduce recycled
materials where possible.

To gain further insights, we have
conducted recycling assessments on
our packaging for products sold in the
EU and UK. These assessments have
been conducted by an external institute
and have allowed us to identify
non-recyclable packaging on which to
focus our improvement efforts. To date,
96% of our packaging formats assessed
are now considered recyclable.

In FY24 we will focus on reducing
further unnecessary packaging and to
make more of our packaging recyclable.
The next step of our zero waste to
landfill programme will be to
concentrate on waste reduction at
source, and to further improve our
internal recycling.

We have made further disclosures on
our efforts to address plastic waste in
our 2023 CDP Water Security
submission which is available on the
CDP website.

For further information on our

policies visit www.imperialbrandsplc.

com/healthier-futures/governance/
policies

v
A

0
Consumer and product waste

We take our responsibilities in product
development and environmental
impact seriously. With the NGP
business growing, we are faced with
additional waste and recyclability
challenges. We continue to improve the
sustainability and recyclability of NGP
materials and packaging. We are keen
to understand consumer behaviour and
needs related to product waste.

Our consumer research provides
insights into what consumers value
most. While they do not want to see
compromise on the quality of the
product, they do:

+ Value waste reduction. They would
like more information on how to
recycle products, and they would like
to see brands reduce the amount of
packaging used and remove
unnecessary plastic.

+ Seek clarity on how we source
materials which go into our products
as well as the proportions sourced
from recycled materials.

+ Value human rights and expect us to
commit to ethical work practices. See
pages 62-63 for our approach to
human rights.

In FY24, we will continue to implement
a consumer-led, regulatory compliant
packaging strategy, and report on

Our progress.

Cigarette butts

Consumer acceptance and emissions
regulation have meant that we are yet
to find an adequate alternative
substitute for the traditional cigarette
filter. We do not make any product or
marketing claims on biodegradability
and/or compostability of filters. We
believe that the most effective
approach to combating littering and
ecotoxicity resulting from the littering
of used filters (cigarette butts) is
through partnership of key
stakeholders, such as tobacco
companies, government, environmental
bodies, businesses and local
communities, educating consumers on
the importance of the proper disposal of
used filters. We recognise the
importance of this issue and continue
to search for alternative materials for
filters which contain single-use
plastics. We participate in different
Extended Producer Responsibility
(EPR) schemes in a number of
locations, both on a voluntary basis and
to fulfil regulatory requirements.
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ESG REVIEW continued

NGP waste

Vaping products: To support our
consumers with the responsible
disposal of our blu products, several
markets have introduced “take-back”

schemes for vaping devices and pods.

In those markets, we have provided
Incentives to consumers to return
their empty pods, which enhances
the commercial offering of blu in
addition to achieving our
environmental objectives.

Heated tobacco products: For our

Pulze 2.0 product packaging we have
achieved a 92% reduction in use of
plastic compared to the packaging for

Pulze 1.1.

We continue to focus on packaging
improvements with further solutions

under development.

PACKAGING AND WASTE PERFORMANCE

Oral nicotine delivery: The
sustainability aims are focused on
recyclability improvements, exploring
more sustainable materials for cans/
refilling options and potential returns
schemes are being investigated across
our footprint.

Performance Unit 2017 2021 2022 2023 Commentary
indicator (base year)
Absolute waste! ~ Tonnes 49,141 4,74 41,968 35,744*  Our target is to reduce waste by 20% by 2030.
We have exceeded this target with a 27%
i 6.34 5.48 5.39 4.477 =
Relative waste EZ?;GZEE reduction in waste compared to the 2017
baseline year.
We will set a new target for waste reduction
moving forward.
All waste sentto  Tonnes 7,200 10,619 8,544 4,442%  Oyr target is to achieve zero non-hazardous
landfill* waste sent to landfill by 2025.
We have seen a 38% decrease in waste sent to
i 0.93 1.40 110 0.56* e ; X
I“e}an(‘l'fe'l‘i\lraste ZZ?QE\ZEE landfill since the 2017 baseline year. This
to landfi decrease has been driven by our zero waste to
landfill initiatives across our operations.
Landfill % 88 83 85 91" A key element of our environmental approach
avoidance rate! is to minimise the waste sent to landfill by
reusing waste, recycling, composting and
incineration (with energy recovery).
Recyclability % - - 95 96 We aim to have 100% of our packaging material
score in the EU and the UK to be reusable, recyclable
or compostable by 2025.
A third party assesses the materials for us and
we are on track to achieve this target.
Sustainable % - - - 97 We aim to have 100% of all wood fibre in our
sourcing packaging?from sustainable sources by 2025.

We are on track to achieve this target.

A. Select 2023 data has been independently assured by Ernst & Young LLP (EY) under the limited assurance requirements of the ISAE 3000 standard. EY's Assurance Opinion

is available on our website.

Our reporting scope and definitions are detailed in the Reporting Criteria document published on our website
1. Our 2023 environmental data covers the reporting period Q4 2022 to Q3 2023. This is to allow for data collection, validation and external assurance.

To note: Absolute waste does not include reused waste.

2. This excludes products from ITG Brands.

54 Imperial Brands | Annual Report and Accounts 2023


https://www.imperialbrandsplc.com/healthier-futures/our-performance
https://www.imperialbrandsplc.com/healthier-futures/our-performance

POSITIVE CONTRIBUTION TO SOCIETY

&) FARMER
LIVELIHOODS
AND WELFARE

155,000

people in our leaf supply
chain benefiting from Leaf
Partnership Projects aimed
at improving access to
clean water

We are committed to engaging with our leaf suppliers to
support and develop farming communities and promote
sustainable agriculture.

Behaviours Link to SDGs Governance
+ Leaf Compliance Working
T R EDlckTon Group (LCWG)
e oo o + Sustainable Tobacco
M@i’l‘ - Programme (STP) Guidance
Key policies
Calbabouste ADSANTATION ccowcorours [ 19 ouwo * Human Rights Policy
with Purpose + Child Labour Policy
E + Biodiversity Statement
ELT sponsors
1 'Eéﬁm‘é“&i‘;{[é + Javier Huerta,
Chief Supply Chain Officer
+ Kim Reed,
President and CEO,
Americas Region
OUR PLAN
2025 2030
+ Support suppliers to provide access + Support suppliers to improve access
to 100% sustainable wood use. to basic needs for 180,000 farmers

and their families.
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ESG REVIEW continued

SUSTAINABLE AGRICULTURE

Sustainable agriculture impacts our
people and our planet, providing food
security, establishing livelihoods and
supporting environmental
stewardship. Imperial works hard to
support leaf suppliers’ farmers and
their families. This includes
improving farmer access to basic
needs, a decent standard of living
and income diversification,

enabling them to continue to grow
tobacco sustainably.

We purchase approximately 97% of
our tobacco through both global and
niche suppliers from more than 30
countries worldwide, and only 3%
from our own directly contracted
farms. Therefore, we work
collaboratively with our partners to
enhance standards in our leaf supply
chain both directly with our suppliers
and through partnerships, such as

During the past year we participated in
six independent Supply Chain Impact
Assessments (SCIA) conducted in the
field. The objective of these
assessments was to identify risks
within the leaf supply chain and help
focus suppliers to develop prioritised
action plans. Where appropriate, we
jointly commissioned these
assessments with key stakeholders.

We commissioned our own similar
Human Rights Impact Assessment
(HRIA) within our direct supply chain in
Madagascar. Based on rights holder
interviews and community
engagement, prioritised risks were
identified including fair treatment,
working hours and children working on
family farms. These risks were
investigated to further our
understanding of root causes and
effective solutions. As well as
implementing corrective action plans, a
thorough preventative action plan was
also developed to address all findings
regardless of priority level. We have
worked intensively on the preventative
action plan, which included improving
management and monitoring systems,
the launch of an operational grievance
mechanism, and pilot projects to
improve attendance at schools within
the community. We are also in the
process of supporting the development
of workers' committees.

56

those created through the Sustainable
Tobacco Programme (STP).

We have a strong governance
structure in place for our tobacco leaf
supply chain. This is overseen by our
Leaf Compliance Working Group
(LCWG) and part of their
responsibility is to maintain effective
governance and response to ESG
risks within the tobacco leaf supply
chain. Our Leaf Compliance and
Response (CARE) Programme
includes our Leaf CARE tool which is
an in-house IT platform to record
potential ESG-related issues arising
in the supply chain and to track the
associated due diligence processes
suppliers have established to respond
to these potential reported issues.
The majority of the data in the Leaf
CARE tool is sourced from the STP. A
third party reviews and substantiates
that information in the STP, before it
is uploaded to our Leaf CARE tool.

In our direct operations in Madagascar,
we have launched interventions
targeted at improving awareness
amongst rights holders. In our
experience, the biggest influencers in
preventing child labour are mothers
and the children themselves — so we
have rolled out posters in schools and
community sessions with groups of
parents. Through these interventions
we have reached 22 schools and just
under 1,000 participants in awareness-
raising sessions in the last year. In our
operations in Laos, several projects are

being trialled, including summer sports,

film, and arts clubs. We are collecting
feedback from the communities on
these interventions to ensure they
remain targeted and effective. This

participatory approach allows us to spot

potential improvements and support
our long-term aim of addressing the
risk of child labour.

Our Leaf Partnership Programme
complements the work our leaf
suppliers are already doing, amplifying
their impact in tobacco-growing
communities, by directly funding
specific projects. These projects range
from enhancing farmers’ businesses to
supporting communities increase
access to basic needs, such as
childcare, education, clean drinking
water, sanitation and hygiene.

In FY23, Imperial provided financial

support for projects in 11 countries, with

more than 100,000 beneficiaries.
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The STP is an industry-wide initiative
aimed at enhancing agricultural
supply chain due diligence and
accelerating the positive social and
environmental impact in tobacco-
growing communities. The STP is
independently managed and provides
us with visibility over our leaf supply
chain in two ways: first, by
empowering our suppliers to report
on the actions they are taking to
address any risks identified, and how
they are having a positive impact on
the ground; and second, by validating
these actions both remotely and in
the field. This informs our strategy to
support our suppliers in taking
effective action. All our tobacco leaf
suppliers are expected to participate
in the STP. In 2023 (based on the
2022 tobacco leaf crop year),

93% of our suppliers reported on
their due diligence.

SUPPLY CHAIN IMPACT
ASSESSMENT IN INDONESIA

A supply chain impact
assessment was conducted in
Indonesia in partnership with
other tobacco manufacturers and
included 14 tobacco merchants in
total. A total of 231 rights holders
were engaged with from
tobacco-growing communities to
help identify salient risks. These
included the risk of unsafe use of
pesticides and inconsistent
personal protective equipment
(PPE) standards, poor waste
collection and the potential of
children working on family
farms. Therefore, in addition to
leaf suppliers developing
individual action plans, local
tobacco companies joined
together to form an industry
forum to work collectively on
some of these non-competitive
issues. We have closely followed
the development of these action
plans and forums over the last
year and will continue to stay
informed through dialogue with
our suppliers on their progress.



ENGAGING SUPPLIERS

We aim to purchase from and
engage leaf suppliers who
support their farmers to achieve a
decent standard of living by:

1. Continuing to enhance due
diligence in our leaf supply
chain, co-ordinated through
our Leaf Compliance and
Reporting e-tool (CARE)
programme.

2. Continuing to set high
expectations for suppliers who
contract with farmers.

3. Increasing our support for
projects that have a direct
impact within the tobacco
communities in our
supply chain.

Forestry

Many of our suppliers’ contracted
farmers use wood in tobacco
production, either as a fuel in the curing
of tobacco or for constructing barns
required for the curing of tobacco.

Imperial has committed to supporting
suppliers and their farmers access
sustainable wood by 2025. The ambition
is for 100% of the wood harvested to be
matched by managed planting.

In 2023, Imperial continued to create
partnerships in those remaining
countries that are working towards
wood sustainability and directly funded
commercial forestry programmes. This
builds on the forestry programme
Imperial directly funded with suppliers
in Africa between 2015 and 2019.

Through the tobacco leaf we purchase,
Imperial also financially supports
national forestry programmes, such as
the Tobacco Afforestation Programme
in Tanzania. Planting trees sustainably
that farmers can access decreases the
pressures on the indigenous woodland
that is being harvested for use in
tobacco production. There are also
economic benefits for farmers in labour
saving, reduced cost of wood

and transport.

Biodiversity

The responsible husbandry and
restoration of natural habitats, soils,
and water are integral to sustainable
agriculture. Our suppliers are
encouraged to protect and enhance
biodiversity in their growing areas. This
includes topic areas covered by the STP,
such as: the mapping of sensitive areas,
responsible soil management and
integrated pest management (IPM) to
reduce the use of pesticides and

increase micro-fauna. We also support
and engage with suppliers in the
planting of indigenous trees to
encourage and grow local biodiversity
by supporting insect and bird life.

In FY23 we published our
Biodiversity Statement.

Water

In FY22 Imperial committed to
supporting suppliers to improve access
to basic needs for 180,000 farmers and
their families by 2030. This includes
access to clean water, sanitation and
hygiene (WASH).

155,000 people in our leaf supply chain
benefiting from our Leaf Partnership
Projects aimed at improving access to
clean water

Encouraging a water stewardship
approach to managing water in our
suppliers’ catchment areas and directly
supporting their projects through our
Leaf Partnership are key areas of
importance for Imperial.

Between 2021 and 2023 our investment
in water, sanitation and hygiene
projects in countries of most need,
including Mozambique, India, the
Dominican Republic, Guatemala, Brazil
and Honduras, equates to around

USS 2.78 million.
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Child labour

Like other industries which rely on
agricultural products, the risk of child
labour is highest in the cultivation part
of our supply chain. Addressing issues
such as child labour requires a
multi-stakeholder response; no single
entity can address issues in isolation.
In collaboration with key stakeholders
including the industry, suppliers and
NGOs operating in these communities,

we seek to address child labour through

three main avenues:

1. The Sustainable Tobacco
Programme (STP)

2. Our Leaf Partnership Projects

3. The Eliminating Child Labour in

Tobacco Growing Foundation (ECLT)

The Sustainable Tobacco
Programme (STP)

The Human and Labour Rights section
of the STP is a critical element for the
respect of human rights and is aligned
with the relevant ILO core conventions
and the principles and guidance
contained within other external
frameworks such as the UN Guiding
Principles on Business and

Human Rights.

Pride

Every
Leaf

Our Leaf Partnership Projects

We work directly with our leaf suppliers
to fund projects in tobacco-growing
communities to help tackle some of the
root causes of child labour.

eclt 9

foundation

Eliminating Child Labour in Tobacco
Growing Foundation (ECLT)

We actively support the ECLT and its
aims to tackle the root causes of child
labour by improving access to
education and providing alternatives to
childhood working. It also has an
advocacy role, raising awareness with
governments and communities to
galvanise positive action.

See ECLT website for more
information.
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ESG REVIEW continued

Performance indicator 2021 2022 2023 Commentary
Percentage of 88 94 89 Complementary crops are grown alongside or in rotation with
suppliers’ directly tobacco. These crops are grown for household consumption, sale or
contracted as rotational crops to enrich and conserve the soil. Due to the
farmers growing ever-changing nature of our suppliers’ farmer base, those that grow
complementary crops! complementary crops change. In the next year, we aim to
restructure this KPI to have an even more meaningful impact in our
leaf supply chain.
Percentage of 97 98 99  suppliers aim to provide all their directly contracted farmers with
suppliers’ directly access 1o initiatives to improve agricultural productivity, including
contracted farmers technical support, improved efficiencies and improved
with access to infrastructure. These efforts have resulted in an increase of 1% for
initiatives to improve suppliers’ directly contracted farmers with access to initiatives to
agricultural improve agricultural activity over the last reporting year.
productivity* In the next year, we aim to restructure this KPI to have an even
more meaningful impact in our leaf supply chain.
Suppliers 96 93 with a change in our leaf supplier base, the total suppliers
participating participating in the STP reduced. We have already initiated
in the STP discussions with suppliers who do not yet respond to the STP to
encourage their participation in the next cycle.
Tobacco farming 130,000 84,000 101,410 |mperial continues to fund projects aimed at addressing key
community members livelihood and welfare issues in tobacco communities. This number
benefiting from new represents the number of new beneficiaries from 2023 projects.
Imperial Leaf
Partnership Projects
Purchase from leaf - - 80%  As part of our ESG journey and restructuring over FY22, thisis a
suppliers who are new KPIL
committed to support We require our leaf suppliers to be committed to supporting their
their farmers access a farmers access a decent standard of living by having clear written
decent standard of commitments and/or policies in place to support the commitment.
living by 2040
- 96%*

Percentage of -
sustainable wood used
as curing fuel

Imperial has committed to supporting suppliers and their farmers
access sustainable wood for use as tobacco curing fuel by 2025. The
ambition is for 100% of the wood harvested to be matched by
managed planting.

Improve access to basic needs for 180,000 farmers and their families by 2030

Childcare and - - 36,000 mperial continues to fund projects aimed at addressing key

education project livelihood and welfare issues in tobacco communities. This number

beneficiaries represents the total number of cumulative active beneficiaries as of
the end of FY23.

Clean water project - - 155,000 [mperial continues to fund projects aimed at addressing key

beneficiaries livelihood and welfare issues in tobacco communities. This number
represents the total number of cumulative active beneficiaries as of
the end of FY23.

Sanitation and - - 33,000 [mperial continues to fund projects aimed at addressing key

hygiene project
beneficiaries

livelihood and welfare issues in tobacco communities. This number
represents the total number of cumulative active beneficiaries as of
the end of FY23. Sanitation and hygiene projects, which mainly
focus on infrastructure improvement and development, were
impacted by cyclone Freddy in a number of African countries.

1. Data is from strategic suppliers in prioritised countries in most need of support, as outlined by a sustainability index compiled

using Maplecroft risk indexes.

A. Data has been independently assured by Ernst & Young LLP (EY) under the limited assurance requirements of the ISAE 3000

standard. EY's Assurance Opinion is available on our website.
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POSITIVE CONTRIBUTION TO SOCIETY

SUSTAINABLE
AND RESPONSIBLE
SOURCING

~
2

We have been
recognised by
CDP as a supplier

engagement
leader

for a fourth

consecutive year

We are committed to sourcing products and
services in a compliant, sustainable and socially
conscious manner. We will work with our

suppliers to ensure continuous improvements.

Behaviours

Collaborate  Take Accountability
with Purpose

with Confidence

OUR PLAN

To source products and services from
a diverse supply base that matches
our ESG values and ambitions.

Delivered in 2023

+ Launched refreshed Supplier Code
of Conduct which has an increased
focus on business integrity, human
rights, diversity, equity and
inclusion and the environment.

Link to SDGs

2 RESPONSIBLE SDG 12: We aim to
CONSUMPTION .
T ensure sustainable

w consumption and
production patterns

Javier Huerta, Chief

Supply Chain Officer, and
Vinay Advani, Head of Leaf
Procurement & Sustainability,
during a visit to a tobacco farm

Governance
+ Sustainable and Responsible
Sourcing Working Group

Key policies

+ Supplier Code of Conduct

+ Code of Conduct

+ Global Procurement Policy
+ Human Rights Policy

ELT sponsor

+ Javier Huerta,
Chief Supply Chain Officer

+ Using Sedex as the third-party

provider to undertake ethical
trading assessment of our partner
suppliers. This will give us further
visibility of our supply chain and
enable us to better manage

ESG risks.

+ Building capability. We appointed a

new Head of Procurement Capability
and ESG Lead for Procurement.

2024

+ 50% of our suppliers by spend
within the Purchased Goods and
Services category will have science-
based targets by 2024.

+ Roll out ethical trading risk
assessment to key strategic
suppliers.

2025
+ Confirm longer-term ESG metrics
for our value chain.
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ESG REVIEW continued

60

2023 performance highlights

of our suppliers by spend within
Purchased Goods and Services
had set science-based targets.

We are engaging with our key
suppliers directly and via the
CDP Supply Chain Programme
to achieve this target.

Supplier Code
of Conduct,

dividing topics into the following
sections for clarity: Business
Integrity, Human Rights,
Diversity, Equity and Inclusion,
and the Environment.

This is published on our
corporate website.

Using Sedex to obtain ethical
trading risk assessment of our
partner suppliers.

Our procurement strategy

covers all third-party spend

among all five of our supply

chain categories:

1. Tobacco leaf

2. Non-tobacco materials (NTM)

3. Next generation products
(NGP)

4. Indirect goods and services

5. Logistics

Ensuring continuity in our supply chain
has a direct impact on our business
today, as well as the potential to impact
business sustainability in the future. It
is important that the standards we
expect in terms of quality, labour
practices, human rights and
environmental concern are adhered to
by our suppliers.

We establish a relationship of trust and
integrity with our suppliers. We expect
them to conduct their business in

an ethical and responsible manner
and comply with all applicable laws
and regulations.

Our Supplier Code of Conduct, aligned
to our Code of Conduct, sets out the
behaviours we expect our suppliers

to demonstrate. We launched our
refreshed Supplier Code of Conduct in
September 2023.

We have thousands of suppliers who
connect with every part of our business
— from leaf to consumer. They work
alongside and within our business and
are fundamental to our success. Our
new Code sets out our expectations for
our suppliers and reflects our
commitment to be a socially
responsible, compliant and sustainable
business. It also provides the minimum
standards of behaviour we expect from
our partners, in the following areas:

Sede® Member

Using Sedex for suppliers’
ethical trading

risk assessments

We have chosen to use Sedex to
gain supply chain visibility,
assess supply chain risks and
support legislation compliance.
We expect our partner suppliers
to be registered with Sedex (or
equivalent) and have in the first
instance completed a self-
assessment questionnaire across
the following categories: Labour,
Health & Safety, Environment,
and Business Ethics. Thanks to
the insights provided through the
Sedex platform and the
completion of further in-depth
targeted SMETA audits (Sedex
Members Ethical Trade Audits)
where appropriate, we intend to
work with our partner suppliers
to drive improvements and
mitigate risks through our
supply chain.
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Our suppliers are
expected to conduct their business in
an ethical and responsible manner
and comply with all applicable laws
and regulations.

Our suppliers are expected
to provide a fair and safe workplace,
and demonstrate respect for human
rights, diversity, equity and inclusion.

Our
suppliers are expected to adopt
policies and practices that protect the
planet and reduce negative impacts
on the environment.

We expect all our suppliers — new and
existing — to adhere to our updated
version of the Code. But where possible
we want suppliers to go beyond the
expectations outlined in this Code.
Together we must make a positive
social and environmental impact.

The new Code can be found on our
website and a link is included in our
purchase order T&Cs, contracts and
tendering documents. The existing
Code will be “phased out” as the new
Code is communicated to new suppliers
and existing suppliers as and when
Procurement teams engage with them,
prioritising our key partners.

While suppliers may be managed
globally, regionally or locally, the
ambition is that all suppliers meet the
same standard to enable Imperial to
meet its commitments to stakeholders,
employers and communities.

Supply chain due diligence

All our suppliers are required to sign-up
to our Supplier Code of Conduct. We
have regular meetings throughout the
year with all our centrally managed
suppliers where any ESG-related
concerns can be raised. We will cease
our relationship with a supplier if
they continually fail to demonstrate
how they are managing their

ESG responsibilities.

We are using Sedex to encourage our
partner suppliers to undertake an
ethical trading self-assessment. This
not only allows us to identify risks
within our supply chain, but also target
areas of focus to improve on with

our partners.

Tobacco leaf supply due diligence is
covered in the Farmer Livelihoods

and Welfare section on pages 55-58.
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Our Supplier Qualification Programme
is the first screening process for all new
non-tobacco material (NTM) and NGP
suppliers. This involves suppliers
completing a self-assessment which
includes questions on business
conduct, environmental management
and labour practices including
discrimination, child and forced labour,
freedom of association, remuneration,
working hours and health and safety.
Once on board, our Global Quality team
perform their own reviews which may
include the supplier being asked to
provide evidence for their management
of ESG issues, including how the
supplier communicates their own Code
of Conduct and grievance policies
across their operations, and how they
conduct audits and act on findings.

Our logistics and indirect suppliers of
goods and services, including facilities
management, do not undergo the
Supplier Qualification Programme.
Where we have run a tender process,
we request the supplier provides copies
of policies relevant to the services that
they supply, which may include those
addressing the labour practices, forced
labour and child labour (in the case of
service outsourcing or goods
manufacture). We review the policies as
part of the selection process.

In FY23, we continued our membership
of the CDP Supply Chain Programme
and invited suppliers to complete the
questionnaires for CDP Climate, Water
Security and Forests as applicable.

We have been recognised as a Supplier
Engagement Leader by CDP for a fourth
successive year. All companies making
climate change disclosures to CDP
receive a Supplier Engagement Rating
(SER), in addition to their climate
change score, rating them on how
effectively they engage their suppliers
on climate issues.

5
ENGAGEMEN
LEADER 2022
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Scope 3 Greenhouse Gases (GHG) emissions 822,880 tCO.e calculated for

2023

Scope 3 GHG emissions

In FY23 we recalculated our Scope 3
baseline of 2017 and calculated our 2022
Scope 3 emissions across all categories.
This recalculation follows the latest
methodology outlined in our Reporting
Criteria document, and in accordance
with the global Greenhouse Gas

(GHG) Protocol.

See our Reporting Criteria document
available on our website for details.

We have a clear methodology for
further improving our data capture for
Scope 3, by transitioning to a more
market-based approach with our
partner suppliers and updating using
the most recent emissions factors.

During the recalculation we re-assessed
the Scope 3 categories relevant to us
and have determined that our most
material category is Purchased Goods

and Services (PG&S) which makes up
65% of our total Scope 3 emissions.

We will continue to focus our efforts on
the PG&S category and have set the
following target: We aim for 50% of our
suppliers by spend within the
Purchased Goods and Services category
to have science-based targets by 2024.

Based on our recalculation, we have
now set a more ambitious target to
reduce our Scope 3 emissions by 50% by
2030.
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ESG REVIEW continued

SAFE & INCLUSIVE WORKPLACE

HUMAN
RIGHTS

All factories
report against

2]

modern slavery
leading indicators

We are committed to raising awareness and improving
processes in our supply chains, and we recognise the
importance, influence and role we have in promoting and

protecting human rights.

Behaviours

Take Accountability

with Confidence

OUR PLAN

Continue to strengthen our due
diligence process in alignment with
international frameworks, including
the United Nations Guiding Principles
on Business and Human Rights, and
legislation to ensure we are equipped
to identify, prevent and mitigate
potential human rights risks. We have
legal duties to protect and support

our employees.

2023

+ Three international modern
slavery audits conducted by
ESG team, following a risk-based
approach while maintaining
a geographical balance.

+ Created a Modern Slavery Toolkit
and an escalation process to ensure
all employees equipped with
necessary knowledge.

Link to SDGs

N  SDG 8: We are
Sl committed to decent
work for all and to
sustainable
economic growth.

i

Governance
+ Human Rights Compliance
Working Group

- Leaf Compliance Working Group

Key policies

+ Health, Safety and Wellbeing
Policy

+ Code of Conduct

+ Supplier Code of Conduct

+ Human Rights Policy

+ Speaking Up Policy

+ Fairness at Work Policy

ELT sponsors

- Javier Huerta,
Chief Supply Chain Officer
+ Paola Pocci,
President, Africa, Asia,
Australasia and Central &
Eastern Europe Region

+ Launched new digital human
rights learning programme for
employees globally.

2024

+ Continue to strengthen employee
access to Speak Up channels.

+ Ongoing due diligence engagement
via our Human Rights Compliance
Working Group.

+ Continue to monitor human
rights leading indicators in our
operations and report on number
of audits completed.

+ Align our internal due diligence
process to the European Corporate
Sustainability Due Diligence
Directive and other relevant
European and national laws.
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2025

+ Consistently maintain compliance
with our 21 modern slavery
leading indicators across all
manufacturing sites.

- We aim for all relevant employees
to understand and access
independent Speak Up channels
and remediation processes.

+ Continuous monitoring of all our
priority locations against increasing
due diligence requirements.




Our human rights ambitions

- Continue to strengthen our due
diligence processes in line with
international frameworks
and legislation.

+ Provide further access to our
independent Speaking Up service.

+ Assessing salient human rights
issues in our priority locations.

+ Training and communications
initiatives to increase awareness
of human rights.

The key human rights issues that
are particularly relevant to our
direct operations

+ The potential for modern slavery —
which includes forced labour,
domestic servitude and
human trafficking.

+ Ongoing commitment towards fair
wages and decent work, gender
equity, non-discrimination and
non-harassment, freedom of
association and collective bargaining.

Alongside prioritising employee health,
safety and wellbeing, as well as
diversity, equity and inclusion, we
believe that respecting and promoting
human rights is essential to creating a
safe and inclusive workplace.

Human rights topics within our value
chain are covered in the Farmer
Livelihoods & Welfare and
Sustainable & Responsible Sourcing
sections, pages 55-61.

In compliance with the UK Modern
Slavery Act, every year since 2016,
Imperial Brands has submitted its
Modern Slavery Statement, where we
outline our commitments for the
upcoming year. You can read our

2022 Modern Slavery Statement on our
website. As part of these commitments,
together with Slave-Free Alliance, of
which Imperial Brands is a founding
member, we developed a modern
slavery toolkit to help our colleagues to
enhance their knowledge about modern
slavery, identify its key indicators and
characteristics, respond appropriately
to potential victims, and to escalate and
report any concerns.

Strengthening our
due diligence processes

As in previous years, in 2023, Group
Internal Audit assessed modern slavery
controls and processes as part of our
wider internal factory audits in six
cases: Tarnowo Factory, Radom
Factory, Wilrijk Factory, Congo Factory,
Madagascar Factory and

Skopje Factory.

The ESG team also conducted three
international modern slavery audits,
which followed a risk-based approach

in the Dominican Republic, Spain and
Madagascar. These audits enabled us to
identify and act on potentially weaker
areas of our due diligence activity and
share best practices with other factories
facing similar challenges. Over the last
two years, we have audited six of our
top eight priority locations.

All our factories report their compliance
against our 21 modern slavery
indicators on a monthly basis. This
ensures that our sites are both
managing the risk of modern slavery
and continually improving transparency
through reporting. At Group level, we
monitor compliance of each site against
our leading indicators and facilitate the
transfer of best practice.

Similarly, as part of our due diligence,
we closely monitored the latest
developments regarding upcoming
legislation, such as the European
directives covering corporate
sustainability reporting and corporate
sustainability due diligence. Our aim is
to be fully prepared for when these
regulations come into effect to avoid
any potential disruptions in our

value chain.

Through collaboration with supply
chain experts, we have improved our
remediation approach. This included
improving how to identify which
human rights issues would require
escalation and to whom, collecting
evidence, and evaluating the success of
our actions.

In FY23, we re-assessed our salient
issues, confirming that we are focusing
on the correct areas, which are: child
labour, modern slavery, occupational
health, safety and wellbeing; fair wages
and decent work; non-discrimination
and harassment and gender equity; and
freedom of association and collective
bargaining. To develop their content,
we collaborated with internal subject
matter experts and aligned our efforts
with the most relevant frameworks and
international standards, like the United
Nations (UN) Guiding Principles on
Business and Human Rights, and the
UN Sustainable Development Goals.

In early 2023, we launched a new digital
learning programme on human rights
for our employees worldwide. We
believe that improving broader
employee understanding of human
rights will further improve our ability to
identify potential abuses we may be

exposed to in our operations. This
digital training focuses on explaining
what human rights are, our
commitment and role in respecting
and promoting human rights, how to
recognise the main signs of modern
slavery and, finally, how to report
potential instances of human

rights violations, both internally

and externally.

During September, we partnered with
Hope for Justice to host a series of
informative sessions aimed at raising
awareness about modern slavery.
These sessions were conducted in
English, French and Spanish and
covered four continents.

In 2024, we will reinforce our efforts to
reduce the risk of modern slavery and
labour exploitation in our operations.
To achieve this goal, we will closely
monitor the performance of our

21 modern slavery leading indicators
and provide support for the
implementation of action plans in
manufacturing sites that are not yet
fully compliant. We will also introduce
these indicators to a selection of
markets and clusters to expand the
scope of our due diligence efforts.
Additionally, we will conduct three
modern slavery audits based on our
risk assessment approach and continue
to provide human rights-related
training and raise awareness through
regular communication activities.

We take allegations relating
to human rights extremely
seriously and are committed
to investigating any potential
human rights issues within
our supply chain and

direct operations.
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ESG REVIEW continued

SAFE & INCLUSIVE WORKPLACE

%('ﬂ EMPLOYEE
HEALTH, SAFETY
& WELLBEING

Reduced lost
time accidents by

44%

since 2019

(absolute numbers)

We are committed to achieving world-class occupational
health, safety & wellbeing for all our employees.

Behaviours

Link to SDGs

GOOD HEALTH DECENT WORK AND
AND WELL BEING ECONOMIC GROWTH

sd K

Take Accountability  Be Authentic,
with Confidence Inclusive to all

OUR PLAN

(From a 2019 base year)
2024
+ Further roll out of behavioural
science in safety
leadership training.
+ Design Behavioural Based Safety
Programme Foundations.

+ Launch Group standards for safety
leadership routines.

+ Zero Injury Aspiration campaign

+ Implementation of Wellbeing
Framework and Guidance.

focus on awareness and education.

+ SDG 3: Good health and
wellbeing.

+ SDG 8: Decent work and
economic growth.

2025

+ 75% of fleet vehicles fitted
with an in-vehicle monitoring
system (IVMS).

+ 60% reduction in fleet
collision rate.

+ 100% compliance with the
Health and Safety
Framework.

2030
+ 75% reduction in lost time
accident rate (LTA).
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Governance

+ Health and Safety Compliance
Working Group

+ Wellbeing Working Group

Key policies
+ Health, Safety and
Wellbeing Policy
+ Health and Safety Framework
+ Human Rights Policy

ELT sponsors

+ Javier Huerta,
Chief Supply Chain Officer
+ Ales Struminsky,
President, Europe Region
+ Paola Pocci,
President, Africa, Asia,
Australasia and Central &
Eastern Europe Region
+ Kim Reed,
President and CEO,
Americas Region



Commitment

The health, safety and wellbeing of our
employees continues to be of the
utmost importance to us. We want to
continue to create a working
environment where wellbeing and
safety are absolute priorities, creating a
culture of care.

This includes setting granular long-
term targets alongside a broader Zero
Injury aspiration which is part of our
internal Triple Zero campaign. These
objectives can be achieved when all
colleagues take personal responsibility.
We want to develop a Safety Culture of
Care and in FY23 we reviewed and
updated our Health, Safety and
Wellbeing Policy to ensure safety
responsibilities were clear across all
levels of the business, to link our Zero
Injury aspiration to this policy and to
include wellbeing responsibilities and
guidance for all employees.

To support continuous improvement,
we have developed a range of leading
indicators to help us measure
compliance and identify improvement
opportunities. We use these leading
indicators to manage our key health
and safety risks, such as working at
height, operating machinery and
driving safely, to measure compliance
against our Health and Safety
framework which is based on a Plan Do
Check Act (PDCA) model. This approach
ensures we focus resources in the
priority areas and can effectively
manage risk across all areas of

the business.

In April 2023, we marked the World Day
for Safety and Health at Work by
publishing our new Health, Safety and
Wellbeing Policy. Through the active
participation of senior leadership and
the ELT sponsors for the Health, Safety
and Wellbeing pillar, we communicated
the Policy and plans across the
business through various channels

and toolkits.

We also reviewed and updated our
Health & Safety Framework which is
based on the PDCA model to provide
more focused guidance to our
employees to ensure consistency in
approach and good governance across
the business, translated into a variety of
local languages.

To build foundations for a Group-wide
behavioural safety programme, which
we plan to pilot in FY24.

In FY23, 45 leaders in our Global Supply
Chain function were trained on a
Behavioural Science Course for
Leadership in Safety, accredited by the
Institution of Occupational Safety and
Health (IOSH). Additionally, 239 leaders
in Europe took part in training on
impactful safety conversations. We
want to prevent accidents occurring
and therefore we need to be able to
better spot and assess risk.

We trained 3,086 employees from our
European manufacturing operations on
dynamic risk assessment, and we are
going to roll out the training for
remaining regions in FY24.

We initiated our Zero Injury Aspiration
campaign to educate employees on
various health and safety risks and
preventative measures. The campaign
includes regular safety One Minute
Lessons, Health & Safety Newsletters
and a Safety Spotlight initiative, to
promote safety and best practices for a
consistent safety culture.

We are improving our processes for
determining the root causes of
incidents, to aid in a more targeted
approach in addressing and educating
our people. In FY24 we will launch
updated Incident Reporting and
Investigation Standards, alongside an
app, for our people to report incidents
which will be linked to a dashboard for
better monitoring.

In FY23, our vehicle collision rate
reduced by 21% through increased
leadership engagement and local
educational campaigns, which
promoted safe driving practices.

Eight of our sites achieved higher levels
of compliance with the Drive Safe
leading indicators, reaching a global
compliance score of 92%. These
indicators set clear expectations and
encourage continuous improvement in
road and driver safety.

Implementing in-vehicle monitoring
systems (IVMS) in five additional
markets proved effective. Notably, Italy
and Taiwan saw a 62% and 51%
reduction in collision rates, respectively,
thanks to the captured data pinpointing
risk-increasing behaviours and
enabling targeted training.

Our commitment remains steadfast as
we strive to achieve our FY25 target of a
60% reduction in the vehicle collision
rate. We will continue enhancing our
vehicle safety initiatives to maintain
momentum and ensure the wellbeing
of our drivers and communities.

Wellbeing

The wellbeing of our employees is of
paramount importance. This was
confirmed as an ESG priority in 2022,
following the refresh of our ESG
strategy and the outcome of a
materiality assessment.

Currently, our employee wellbeing
support is managed locally and
includes resilience training, employee
assistance programmes, health checks
and awareness programmes, flexible
working, family-friendly policies and
facilities, and workplace celebrations
and social events.

While larger sites have in-house
occupational health professionals,
others rely on third-party healthcare
service providers. Our goal is for a
consistent wellbeing approach across
the organisation, reflecting our
commitment to mental health and
wellbeing, as outlined in our new
Wellbeing Strategy detailed below.

Our Group-wide Wellbeing

Strategy development

We have set an ambition to provide
appropriate and prompt support to our
employees, ensuring their wellbeing
at work and reducing the likelihood

of psychological harm due to
workplace factors.

In FY23 we developed a wellbeing
framework to achieve this, co-created
through an inclusive approach
considering the needs of our people
from responses to key questions in our
employee experience survey and via
employee wellbeing focus groups.

This framework provides a clear
structure and guiding principles for

all wellbeing initiatives across the
organisation. It also allows for flexibility,
enabling individual regions and
functions to adapt practices to suit their
specific needs and cultural differences.

We also benchmarked activities in
wellbeing. By staying informed about
industry trends and best practices,
we were able to learn from successful
initiatives implemented elsewhere
and apply relevant strategies to our
own organisation.

We internally benchmarked 50 Imperial
locations, finding areas for improvement
and wellbeing enhancement.
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To capture diverse perspectives, we
established a Wellbeing Working Group,
which included representatives from
different functions and regions. This
approach ensured that all areas of the
business were involved during the
wellbeing strategy development and
that the final plan resonated with
various stakeholders.

Looking ahead, we plan to establish
clear metrics and leading indicators for
measuring performance in wellbeing.
By tracking the impact of our
initiatives, we will be able to assess
their effectiveness and identify areas
for improvement. This data-driven
approach ensures that our Wellbeing
strategy remains relevant, impactful
and continually evolving to meet the
needs of our people.

In May 2023, together with our
Disability Employee Resource Group
(ERG), we held two events focused on
the importance of our wellbeing,
specifically targeting anxiety and fear.
An external anxiety specialist delivered
the session and our people were
encouraged to share their experiences
with anxiety in and outside the
workplace, promoting openness and
reducing mental health stigma.

In FY23, 47 employees from nine
factories received mental health
training. As Wellbeing Champions,
they can now better identify the signs
of stress, anxiety and depression in
themselves and others, how to practise
active listening, and to offer support
through local networks.

We will continue to develop our
approach and strategy for wellbeing
in FY24.

Our Wellbeing Plan:

+ Develop KPIs to measure
our performance.

+ Foster a mentally healthy
culture by incorporating
these principles into
People Leader training.

+ Run regular initiatives to raise
awareness of mental health
issues at work.

+ Enable local sites to design
and implement initiatives
addressing local wellbeing
needs.

HEALTH AND SAFETY PERFORMANCE

Performance indicator Unit 2019 (base 2021 2022 2023 Commentary

year)

Employee fatalities' Number 2 1 0 0 Health and safety remain a priority for all our employees.

Contractor Number 0 0 0 1 Regretfully, a contractor fatality occurred in April 2023, at the

fatalities! external premises of the Skopje Factory, North Macedonia. The
impacted person was an employee of the Government-owned
contractor who was performing a routine waste collection activity.

Members of the Number 1 0 0 0 Road safety remains a priority across all our operations.

public fatalities

involving Imperial

Brands vehicles!

Lost time accidents = Number 101 65 57 57 There has been no change in the number of lost time accidents

(LTAs)*? compared to last year. However there has been a 44% decrease in
lost time accidents since the 2019 base year.

LTA rate!? LTAs per 0.40 0.27 0.24 0.30* We have seen an 25% increase in our lost time accident rate
200,000 compared to last year. The number of LTAs stayed the same as
hours last year whilst the number of hours worked has reduced, leading
worked to the 25% increase in LTA rate.

During FY23 we continued to increase the use of leading
indicators to better manage risk throughout our operations.

Total number Number 850 573 522 420 We have seen a 20% decrease in total accidents compared

of accidents!? to last year.

Accident rate'? Total 3.39 2.36 2.24 2.24 The total number of accidents compared to last year decreased,
accidents however the number of hours worked has also decreased which
per 200,000 has resulted in the accident rate remaining the same as last year.
hours
worked

Fleet collision rate Accidents 5.03 3.95 2.8 2.29* There hasbeen a 18% decrease in our vehicle accident rate
per million compared to last year. Road safety remains a key priority for us.
kilometres We adopt global standards for road safety and use our Drive Safe

campaign to promote awareness and influence behaviour.

Fleet vehicles fitted % - - 57.3 46.9 Evidence shows that in-vehicle monitoring systems typically

with an in-vehicle lead to fuel reduction and improved safety performance and we

monitoring system will continue to test and extend coverage.

(IvMms) The reduction in percentage is due to an increase in fleet size in
markets without IVMS, and the closure of a market that had fleet
vehicles with IVMS installed.

Compliance with % - - 87 93 We aim to be at 100% compliance with our framework standards

the Health and by 2025.

Safety Framework

(Manufacturing)

Compliance with the % - - 93 94 We aim to be at 100% compliance with our framework standards

Health and Safety by 2025.

Framework (Sales)

IS0 45001 % 79 74 71 72 Of the factories in scope, 72% have certification for the

certification international standard for health and safety at work.

A. Select 2023 data has been independently assured by Ernst & Young LLP (EY) under the limited assurance requirements of the ISAE 3000 standard. EY’s Assurance Opinion

is available on our website. Our reporting scope and definitions are detailed in the Reporting Criteria document published on our website.
1. Our health and safety data is for the full 2023 financial year.
2. Accidents reported do not include commuting to or from work, or those sustained by third parties such as distributors.
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SAFE & INCLUSIVE WORKPLACE

?W DIVERSITY,
EQUITY &
INCLUSION

Scored

9200

on 2022 ShareAction
Workforce
Disclosure

Initiative

We are committed to creating a diverse and inclusive
organisation renowned for celebrating difference, enabling our
people to feel they belong and be their authentic selves.

We will respect, recognise and value the diversity of our
consumers and reflect the communities in which we operate.

Behaviours Link to SDGs

SRR SDG 5: We aim to
it achieve gender
equality and a
more inclusive
organisation.

¢

Be Authentic,
Inclusive to all

OUR PLAN

2021 2023
- Employee Resource Groups (ERGS) + Workplace and Workforce pillars
set up. have been the focus.
+ Goals set with each Executive
Nov 2022

Leadership Team member,
measuring progress on
a quarterly basis.

+ Launched a self-declaration
campaign called ‘I Belong".

+ Board approved a five-year
ambition for DEL

2027

+ Target set to increase
representation of women in senior
management from 28.2% in 2022 to
35% by 2027.

Governance
+ People and Culture
Leadership Team

+ Employee Resource
Groups (ERGSs)

Key policies

+ Code of Conduct

+ Fairness at Work Policy

+ Human Rights Policy

+ Supplier Code of Conduct

* Murray McGowan,
Chief Strategy and
Development Officer

+ Alison Clarke, Chief People and
Culture Officer
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“We are committed to creating
a truly diverse and inclusive
organisation renowned for
celebrating difference,
enabling our people to feel that
they belong and can be their
authentic selves, best enabling
the performance of every
colleague — benefiting our
consumers, our business and
our people”.

Chief People and Culture Officer

Creating a more diverse and inclusive
organisation is an integral element of
our cultural transformation.

We define diversity as everything that
makes us unique; inclusion as every
individual feeling they belong; and
equity as giving fair treatment and
opportunity to all.

At the centre of our efforts have been
our global Employee Resource Groups
(ERGs) which were set up in 2021. Our
ERGs continue to grow their
membership, inform our DEI priorities,
and raise awareness across the
organisation on key diversity topics.

In November 2022, the Board approved
a five-year DEI Ambition and Strategy.

We have defined three strategic pillars,
each with clear KPIs.

-Our Workplace focuses on our
environment, policies, practices and
behaviours.

-Our Workforce focuses on
representation — the makeup of
our people.

-Our Marketplace focuses on how we
operate with consumers and ensuring
products and services are sourced from
a diverse supplier base.

Our Workplace and Workforce pillars
have been our focus during 2023. Our
approach has been to set both global
and local goals, mindful of local
legislation and culture.

One priority goal for our Workplace
pillar is to improve the inclusivity of
our processes, policies and practices.
We use assessments validated by
independent expert organisations
including the Business Disability
Forum, Stonewall and the Centre for
Global Inclusion. We have assessed
ourselves against criteria set out by
these organisations and have a clear
view of our baseline against
benchmarks on which to improve.

In addition, we measure employee
inclusion through four DEI-related
questions in our annual global
employee experience survey. Our
commitment is to move towards
high-performing benchmarks,
externally validated by our employee
experience provider.

In support of developing an inclusive
culture, we are creating further
interactive training programmes for all
employees, to continue to raise
awareness and understanding of DEI
and create strong allyship. An ally is
someone who is proactive in supporting
the inclusion and causes of an under
represented group whilst not being a
member of that demographic. This
programme will provide awareness and
understanding of allyship and the skills
and actions required to be an effective
ally. The training programmes will be
implemented in the next financial year.

Our goals for our workforce have
initially focused on gender since this is
where we have robust data. We have set
a global goal to increase representation
of women in senior management from
28.2% in 2022 to 35% by end of 2027.
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We have implemented targeted
candidate attraction campaigns and,
in FY24, will introduce digital tools to
support the removal of gender-specific
language from our recruitment
processes and provide

inclusive recruitment training

for hiring managers.

We have broadened the scope of our
annual Global Talent Review to
increase visibility of talent deeper into
the organisation, identifying diverse
individuals we can support and develop
to realise their full career potential.

We launched a self-declaration
campaign called ‘I Belong” in July 2023,
to access employee data for areas such
as ethnicity, disability and LGBTQ+ .
Robust data in these areas will inform
future goals and actions.

For the Marketplace pillar we are
assessing our status and the systems
needed to measure diversity of
suppliers as part of our supplier
management system. We will
accelerate work in this area during the
next two fiscal years.

While the full achievement of our DEI
Ambition will take time, we now have
the right plans in plans to accelerate
our progress.

Global Employee Resource
Groups
+ Gender ERG

+ Ethnicity ERG
+ LGBTQ+ ERG
+ Disability ERG



DIVERSITY, EQUITY AND INCLUSION PERFORMANCE'

Performance indicator Unit 2021 2022 2023 Commentary
Female employees in % 40 40 39%  Female representation has remained broadly consistent
the workforce? across the last three years.
FY23: 6,672 women, 10,412 men, 66 not declared.
Female senior % - 29 31 We are committed to increasing representation of
management? women in senior management (Global Grades 3, 4, 5)
and have set a goal of reaching 35% women at this level
by the end of FY27.
FY23:186 women, 420 men, 2 not declared.
Female Executive % 33 30 30* Female representation on the ELT as at 30 September
Leadership Team 2023 (end of FY23) was 30%. There has been no change
(ELT) members in the composition of the ELT in FY23.
FY23:3 women, 7 men.
Female PLC % 22 40 40" Female representation on the Board has remained
Board members at 40%. We are proud to have met the 40% target set by

the FTSE Women Leaders Review three years ahead
of schedule.
FY23: 4 women, 6 men.

Ethnic minority % 10 20 20* On 30 September 2023 (end of FY23), 20% of the

background on Board members identified as being from an ethnic

our Board minority background.

FTSE Women Leaders % 214 24.3 26.7* The FTSE Women Leaders Review is the successor to

Review Combined the Hampton-Alexander Review. It is the UK's

Executive Leadership independent, voluntary initiative aimed at increasing

Team & Direct Reports the representation of women on FTSE 350 boards and
leadership teams. The reporting date is 30 October 2023.

Employee turnover rate* % 10 30 16 Following a spike in FY22 due to divestiture and
business transformation, turnover reduced significantly
in FY23.

A. Select 2023 data has been independently assured by Ernst & Young LLP (EY) under the limited assurance requirements of the ISAE 3000 standard. EY’s Assurance Opinion
is available on our website.

Our reporting scope and definitions are detailed in the Reporting Criteria document published on our website.

1. We recognise the need to gain more comprehensive employee demographic data in order to understand the diversity of our employee base and drive inclusion.

This will form a key part of our new DEI strategy and will help us measure (where appropriate) ethnic minority, disability, LGBTQ+ and other key DEI dimensions.

2. Based on employees recorded in Imperial Brands Group Human Resources Information Systems, excluding Logista, contractors and casual labour.

3. The proportion of senior management employees (Global Grades 3, 4, 5) recorded as female across Imperial Brands Group, excluding Logista.

4. This reflects all employees excluding those employed by ITG Brands and Logista.
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TCFD

96%

electricity from
purchased
renewable sources

TASK FORCE ON CLIMATE-RELATED
FINANCIAL DISCLOSURES (TCFD)

We are now in the
second year of mandatory
reporting against the TCFD
recommendations. In 2021
we made our first voluntary
disclosure in line with the
recommendations, and in
2022 we published our first
detailed disclosures. In 2023,
we have continued to
improve our climate-related
disclosures, recognising
the benefits of this for
both our stakeholders and
our business.
@ For more information on our

climate change strategy,

please see page 48.

We recognise the importance of
disclosing climate-related risks and
opportunities. We have reported on our
approach to managing and mitigating
climate-related risks for several years,
within both our sustainability reporting
and CDP disclosures. We consider
climate-related risks and opportunities
in our business strategy and financial
planning, considering exposure to these
risks can occur over a range of time
horizons depending on the type of risk.

In the short term, some of our locations
and some of the areas from where we
source our tobacco leaf are at higher

physical risk due to the increased
frequency and intensity of storms,
floods and droughts.

In 2022 we conducted the first phase of
a quantified climate scenario analysis
with 4°C and 1.5°C pathways (RCP 8.5
and RCP 2.6), aligned with the
recommendations of TCFD. This work
was conducted in collaboration with a
third-party supplier and a cross
functional group of subject matter
experts from our ESG, Risk, Finance and
Governance teams.

The scenario analysis takes into
consideration climate-related physical
and transition risks as well as
opportunities for the period until 2050.
Overall, 44 operational sites and nine
leaf sourcing regions, covering 31
countries, were identified for a “deep
dive” risk and opportunity assessment.
Key sites and sourcing regions were
chosen due to their strategic and
financial importance to Imperial Brands
and we used the third-party Climate IQ
tool for our analysis. This tool combines
climate science, macro-economic and
financial information.

In 2023, we began the second phase of
the scenario analyses by taking a
thorough analysis into the local sites
identified as potentially at risk in Phase
1, by reviewing their mitigation plans,
future plans, and helping them identify
local level opportunities. We have also
used this opportunity to provide further
information on how our Spanish
subsidiary, Logista, is governing,
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tracking and incorporating the
management of the effects of climate
change into its strategies. Imperial
Brands'’ scenario analysis was
conducted with a different
methodology to Logista's as we
separate our business to maintain
commercial sensitivity. With the
support of Logista management, we
have reviewed Logista’s disclosures
and incorporated them into our report.

We have provided updated climate-
related disclosures in the report

below in accordance with the TCFD
framework’s four primary components:
governance, strategy, risk management,
and metrics and targets.

Vol

Lukas Paravicini,
Chief Financial Officer



COMPLIANCE STATEMENT

In accordance with the LSE Listing Rule
9.8.6(8)R, the index below sets out
whether Imperial has made disclosures
fully or partially consistent with the
TCFD recommendations and
recommended disclosures, and
summarises where the relevant
disclosures are made.

In the table below, we include cross-
references to disclosures made

elsewhere within the Annual Report and
explain the reasons for only partially
complying with some of the TCFD
recommended disclosures. We will
continue to expand on the partially
compliant disclosures in FY24.

In assessing compliance with LSE
Listing Rule 9.8.6(8) R, we took into

supplement on the use of scenario
analysis, TCFD Guidance on Metrics,
Targets, and Transition Plans, and the
TCFD Guidance for All Sectors, as well
as considering the updated guidance on
Implementing the Recommendations of
the Task Force on Climate-related
Financial Disclosures published in
October 2021.

consideration the documents referred to
in the guidance notes to the Listing
Rules including the TCFD technical

TCFD Pillar TCFD recommended Cross-reference Compliance Next steps, other comments or
disclosures statement explanation of partial compliance
Governance a. Board oversight Page72 Compliant =~ We will continue to evolve our governance of Climate
Change, and reflect it in these disclosures.
b. Management's role Page 73 Compliant = We will continue to evolve our governance of Climate
Change, and reflect it in these disclosures.
Strategy a. Climate-related risks and Page75 Compliant = We will continue to evolve by including comments on
opportunities specific risk areas, particularly in regard to mitigations
in place.
b. Impact on the Page74 Compliant = We will continue to evolve in line with our strategy,
organisation'’s strategy including mitigation and transition plans.
c. Resilience of the Page76 Compliant  Based on the 2022 scenario analysis we completed an
organisation’s strategy internal analysis of our owned operational sites located
in higher physical risk areas as well as an analysis of
our leaf sourcing regions. We have detailed local action
plans as well as business continuity plans (BCPs) in
place to mitigate the risk for each location. We have also
incorporated Logista in our disclosures.
a. Risk identification and Page77 Compliant =~ We have put in place local action plans for sites and leaf
Risk assessment process sourcing regions identified with a higher physical risk.
management We will continue to monitor these regions and evolve
our BCPs as the need arises.
b. Risk management Page78 Compliant Climate risk management is integrated into our Group
process Risk Management framework and we will continue to
monitor this risk and evolve our processes accordingly.
c. Integration into overall Page 78 Compliant =~ We will continue to evolve in line with our Group risk
risk management management evolution.
Metrics and a. Climate-related metrics Page80 Partially We are developing our understanding of how to link our
targets in line with strategy and compliant analysis to specific actions within our strategy.
risk management process . . .

9 p With the updated analysis, we have gained greater
understanding of how we can utilise our climate
change strategy in order to manage risks and
realise opportunities, particularly those related to
cost avoidance.

In the future, we aim to include metrics on climate-
related opportunities.

b. Scope 1, 2 (and 3) Page 80 Partially We report our Scope 1, 2 and 3 emissions in accordance
GHG metrics and the compliant with the GHG protocol, and its related risks. We will
related risk continue to explore industry-specific ratios to achieve

full compliance.

c. Climate-related Page 80 Partially We are developing our understanding of how to link our
targets and performance compliant analysis to specific actions within our strategy.

against targets

With the updated analysis, we have gained greater
understanding of how we can utilise our climate
change strategy in order to manage risks and
realise opportunities, particularly those related to
cost avoidance.

We aim to incorporate anticipated regulatory
requirements in the future.
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GOVERNANCE

We have integrated ESG oversight and management, including
climate change, at all levels of the business, as illustrated below.

OUR CLIMATE-RELATED GOVERNANCE
RISK MANAGEMENT STRUCTURE

g s s Oversight: the Board of

: Directors has oversight
of our climate-related
risks and opportunities.

The Audit Committee
is a Board-level
committee.

Board of Directors

Audit Committee Chaired
by Non-Executive Director

Second line
~ of defence

Group Risk } There are two ELT-level committees

ESG Committee Committee

Chaired by CEO

responsible for overseeing the climate-
related risk management approach: the
ESG Committee, and the Group Risk
Committee. Both report to the Board,
and provide “top-down” insights on
climate-related risks.

Planet Strategy Global Risk & Internal G ]
N Group Control
First line

Chaired by CEO

of defence Environment
Compliance Working Group Internal Audit forms
Group our third l}ne of de‘fence‘ Third line
For more information
of defence

Individual sites/
specific working
groups

please see page 100 on
risk management.

The second line of defence is held either at
ELT level or functional leadership level
(Planet Strategy Group, see page 73)
depending on the materiality of the risk.
We integrate climate risk and opportunity
into business functions and, as such,
multiple functional meetings report into

ELT-level committees on climate risks
and opportunities.

BOARD OVERSIGHT

The Board of Directors’ main duty is to
safeguard our Company’s long-term
prosperity. The Board considers
climate-related matters through our
ESG strategy and performance, which
includes management of climate risk
and opportunity. It has endorsed all
climate-related targets including the
investments needed to implement
programmes to reduce carbon emissions
and meet our climate action goals.

To ensure the Board has appropriate
oversight of climate-related risks and
opportunities, it endorsed the formation
of a cross-functional ESG Committee
which is chaired by the CEO and reports
to the Board. In FY23 the Board was

The first line of defence is assigned

either to members of the Planet Strategy

Group, or to members of the groups
feeding into it, depending on who is

managing the topic operationally.

updated on climate-related risks and
opportunities three times, following the

ESG Committee meetings in March 2023,

June 2023 and September 2023. The
Board has been updated on performance
against our climate-related targets as
well as our climate transition plan
which includes financial risk and
opportunity, in order to oversee and
monitor progress. In addition, it is kept
up to date on climate-related risks,
opportunities and performance via the
monthly CEO report, and informed of
significant climate-related risks and
opportunities, as required.

The Board considers business plans,
including expenditure on climate-related
matters, such as climate-related capital

72 Imperial Brands | Annual Report and Accounts 2023

expenditure, through reporting from the
ESG Committee, as well as Board-level
consideration and oversight of

(i) enterprise risk appetite, assessment
and management; (ii) longer-term
strategy; and (iii) the annual budget plan.

We have two Non-Executive Directors
(NEDs) with specific experience in
climate-related matters. Diane de Saint
Victor, appointed to the Board in
November 2021, has been associated
with a variety of companies playing a
major role in addressing climate
change. This includes serving as an
executive committee member at one of
the world leaders in technology
solutions that help industries in
reducing their energy consumption.



Alan Johnson, another of our NEDs,
served from January 2021 to November
2022 as the president and chair of the
Board at the International Federation of
Accountants (IFAC). This organisation
campaigned successfully to establish
the International Sustainability
Standards Board (ISSB), which was
established at COP26 in November 2021.
IFAC is now supporting the new ISSB
and working with regulators across the
world on the assurance of climate-
related disclosures.

MANAGEMENT'S ROLE

In 2023 we have further integrated
climate governance across our
functions, which enables us to bring
together experts and decision-makers
across the organisation.

Climate change is a central topic of the
ESG strategy and is fully covered by the
ESG Committee. The Committee is
informed about the performance and
progress of the strategy on a quarterly
basis by the ESG team, and other
internal subject matter experts. The
Committee consists of all members of
the ELT as well as additional senior
management from across the business.

The Chief Financial Officer (CFO) is the
executive level sponsor of the climate
change priority in our ESG Strategy.
The ESG team is led by the Global ESG
Director, who reports to the Chief

People and Culture Officer, and is the
secretariat of the ESG Committee. The
Senior Corporate FP&A Manager reports
into the Director of Corporate Financial
Planning & Analysis and is responsible
for the long-term financial planning
and alignment of climate-related risks
and opportunities.

In March 2023 we held a Net Zero
Symposium in our London office which
was opened by the CFO and hosted by
our Global ESG Director. As well as the
formal presentations, the event brought
together topic experts and practitioners
from across our Global Supply Chain,
Procurement, Finance, Corporate and
Legal Affairs as well as valued partners
from insurers, advisers, and leaf
suppliers to review progress and to
debate how we could go further, faster,
to decarbonise, building upon the
positive progress we have made to date.

The Group Risk Committee oversees
the risk management approach and
reporting. It provides reporting to the
ELT and the Board regarding its
assessment of risks to the Group and
the effectiveness of the risk
management activities to mitigate
those risks. The Group Risk Committee
provides “top-down” insights to the risk
assessment process as well as
considering emerging risks and themes
identified in the risk assessment
process. The Risk Committee meets at

THE BOARD & MANAGEMENT'S ROLE AT LOGISTA

least three times a year and reviews the
output of the “bottom-up” risk
assessment process twice a year, which
includes climate-related risks. The
Group Risk Committee is an executive-
level committee chaired by the CEO, as
1s the ESG Committee.
O Please see page 100 for the
governance structure.
The ESG Committee and Group Risk
Committee are informed by a matrix of
supporting functions and working
groups. The Planet Strategy Group
consists of leaders from across the
business, providing coverage of our
eight material ESG topics including
climate change. The Planet Strategy
Group meets on a reqular basis and
directly influences the Company'’s
detailed ESG strategy. Climate-related
Issues in the business are assessed and
managed through the Planet Strategy
Group. The group is chaired by the
Global ESG Director and provides
oversight of ESG risks and
opportunities across the business.

The Sustainability Policy 4/2023 outlines the responsibilities within Logista for the management of sustainability, including
climate-related risks and opportunities. This structure can also be used to explain the relationship between Imperial Brands
and Logista as regards ESG, including climate-related matters:

The Board of Directors approved
the sustainability policy. This body
is ultimately responsible for
supervising the observance of the
Policy, through the Audit, Control
and Sustainability Committee.

The Board of Directors takes into
consideration sustainability issues
with regard to the determination of
the risk control and management
policy, and the supervision of

the internal information and
control systems.

Five employees of Imperial Brands sit
on the Logista Board, the Chief
Strategy and Development Officer, the
Corporate Development Director, the
Group Finance Director, the Director
of Strategy for Global Supply Chain
and the Senior Investor Relations
Manager, all of whom have regard to
Imperials’ climate change strategy.
The Director of Strategy for Global
Supply Chain is also a topic owner for
Climate Change for Imperial. Any
climate related risks raised to the
board of Logista are reported to the
overarching Imperial Board through
these representatives, following the
structure set out above.

The Imperial Brands Global ESG
team, responsible for managing
climate risk and opportunity and the
Group-level TCFD report, have
prepared this disclosure with the
teams responsible for the
management of climate risk

within Logista.

There also close links between the investor relations team at Logista and those at Imperial Brands.

www.imperialbrandsplc.com
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TCFD continued

STRATEGY

Following an updated materiality
assessment in April 2023, climate
change remains one of our most
important ESG focus areas both from
an internal business perspective and

from an external stakeholder
perspective. Our ESG strategy, which
includes climate change as a priority
topic area, is integral to the delivery of
our business strategy and to the
sustainability of our business as well as

our approach to this TCFD report.

OUR APPROACH

PHASE 1 SCENARIO ANALYSIS

Our process of the assessment of climate-related risks and
opportunities can be described in two phases. Phase 1is
based on the initial scenario analysis conducted in
collaboration with a third-party supplier in 2022. In this
first phase, we conducted a quantified climate scenario
analysis with 4°C and 1.5°C pathways (RCP 8.5 and RCP 2.6),
aligned with the recommendations of TCFD and the Paris
Agreement, utilising a third-party modelling tool.

Key outputs

The scenario analysis took into consideration climate-
related physical and transition risks as well as
opportunities in the short, medium and long term for the
period 2022-2050. In line with requirements all analyses
have been considered at least until 2050, with certain
risk types estimated beyond to reflect the increasing
likelihood of climate issues arising over a longer term.

Imperial Brands' risk time horizon for climate-related
risks covers 10 years, as recommended by CDP!, and is
presented in the table on page 75. In order to more
closely align to this time horizon, we conducted a more
in-depth analysis covering the next 10 years, split into
short (1-3), medium (3-5) and long (5-10) risk horizons.
Imperial Brands' financial planning period covers three
years and is therefore included in the short-term period.

PHASE 2 SCENARIO ANALYSIS

In the second phase of the scenario analysis, conducted in
2023, we took a deeper dive into the local sites identified as
potentially at risk in Phase 1, including leaf sourcing
regions. We reviewed their existing mitigation and their
mitigation and adaptation plans and helped them identify
local-level opportunities for continuous improvement in
climate-related risk management. This enabled us to update
the scenario analysis by taking into consideration existing
and planned local risk mitigation and adaptation strategies.

Key outputs

The insights gained from this activity have been used to
enhance the 2022 disclosures. As an example, as a result
of local knowledge and risk mitigation already actioned,
the financial risk associated with climate impacts
identified in Phase 1 at our site in Spain has been
neutralised in our 2023 analysis.

The Phase 2 analysis also includes an additional
physical risk assessment for our factory ‘La Romana” in
the Dominican Republic. La Romana is one of our key
strategic sites but was not included in Phase 1 of the
analysis due to the sale of our Premium Cigar business,
and the change in ownership in 2022.

Maximum financial impact

The table on page 75 sets out the different
types of risks and opportunities aligned
to Imperial Brands' risk framework, and
the associated maximum financial
impact (MFI). MFI is defined as the
accumulated maximum impact quantum
over 10 years between the 1.5°C and 4°C
scenarios. The MFI relates to the gross
risk and assumes no mitigation or
adaptation activities by Imperial. The
dots represent the degree of significance
of the risk in each of the 15°C and 4°C
scenarios compared to the total of the
Company asset base. These scenarios are
integrated into our financial models for
goodwill, and going concern, more details
on this can be found in page 200 (Note 11).

In 2023, we undertook an in-depth look
at the highest MFIs, and worked
collaboratively with sites to consider the
local mitigations already in place. In
addition, these sites, selected on a

risk-basis, have produced action plans
to address the risks.

The MFI calculation does not include
inflation, nor does it take into account
the impacts of future government
policies. Risks and opportunities have
been prioritised based on the findings
of the scenario analyses.

Our approach

In 2023, we integrated Logista further
into our disclosures. Imperial Brands’
scenario analysis covers both physical
and transition risk for Imperial Brands
PLC. In 2023, we reviewed Logista’s
approach, undertaken separately with
different methodology, and with the
support of Logista management,

have incorporated their findings

into this report.

Logista quantified the scenario analysis
with 2°C, and 4°C pathways (RCP 4.5 and
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RCP 8.5) aligned with the
recommendations of the TCFD and
recommended disclosures. The scenario
analysis takes into consideration
climate-related physical and
transitional risks, as well as
opportunities in the short (0-3 years),
medium (3-5 years) and long term (more
than 5 years). The Logista analysis
assumes I[PCC and I[EA WEO STEPS?
scenarios, which are taken into account
for the risk and opportunity analysis.

The separate methodology used means
that the numbers cannot be integrated
wholly into Imperial Brands’ analyses,
which are summarised on the next
page, but are reflected in the text.

1. A not-for-profit charity previously known as the
Carbon Disclosure Project https://www.cdp.net/en
2. International Panel on Climate Change,
and International Energy Agency World
Energy Outlook


https://www.cdp.net/en

CLIMATE-RELATED RISKS AND OPPORTUNITIES

Maximum Scenario
financial Timeframe materiality
impact (MFI)
calculated Net
over Zero
Type of timeframe Short  Medium Long by
risk* (£m) (0-2y) (3-5y) (6-10y) 15°C 4°C 2040 Mitigation through strategy

Physical risks associated with climate change

Chronic Impact of physical hazards Product 15 The Group takes out insurance
(e.g. riverine flooding) on key supply for the coverage of this risk
assets could lead to a decrease within direct operations, and
in asset value. maintains business

contingency plans.
Chronic drought risk? could lead Product ng* o The Group takes out insurance
to a decrease in revenues due to supply for the coverage of this risk
supply chain disruption and its within direct operations, and
effects on production capacity. maintains business
contingency plans.
Changes in tobacco crop yield? Product 34 o Expected to be partially offset
resulting from climate change supply by an increase in potential yield
could lead to a decrease in for the growing of tobacco due
revenues due to agricultural to changes in temperatures,
supply chain disruption and its and the flexibility of the leaf
effects on production capacity. sourcing supply chain, allowing
for location selection on a
yearly basis.

Acute Increased frequency and severity ~ Product 54 The Group maintains supply
of extreme weather events supply chain contingency plans and
could lead to a decrease in insurance cover for the
revenues due to supply chain coverage of this risk within
disruption and its effects on the supply chain. The number
production capacity. has been updated to include

La Romana assessment which
represents the majority of this
specific MFL
More severe hurricane risk? Product ng* () The Group maintains supply
could lead to a decrease in supply chain contingency plans and

revenues due to supply chain
disruption and its effects on
production capacity.

insurance cover for the
coverage of this risk within
the supply chain.

Transition risks associated with transitioning to a low-carbon economy

Policy & Increased costs could result from  Delivery 9 . . It is expected that we will
legal emerging regulations such as of ESG mitigate this through our Net
carbon taxation! and the carbon strategy Zero strategy, aiming to be Net
pricing mechanism, predicted to Zero in our direct operations
begin in 2024. by 2030. In FY23 the impact of
carbon pricing has been
reassessed to incorporate the
improved ability of the global
economy to adapt to transition,
e.g. through a higher share of
renewable energy.
Market Materials costs in NTM and Product 268 . . Itis expected that mitigation
tobacco leaf could increase dueto  Supply will be possible through

increases in the operating costs
of suppliers and raw materials.
This could reduce access to
capital. A key impact is expected
to be from the introduction of
carbon taxation through our
supply chain, predicted to begin
in 2024.

partnership with key suppliers
to drive change in the supply
chain before a financial
impact occurs.

Climate-related opportunities

Energy supply costs® could
decrease due to resource
efficiency and the use of zero
emission sources of energy in our
direct operations.

Energy
sourcing

Delivery 36
of ESG
strategy

. Assuming no decarbonisation measures are taken by Imperial Brands

1

2. Impact has been quantified non-financially
3. Cost avoidance from energy transition
4
5

. In accordance with Imperial Brands' risk assessment

% of asset value

The Group is prioritising early
action to limit costs and
mitigate impact, reflected in
the step change in renewable
electricity reporting in our
performance summary.

Mild change® <0.2%

. Moderate change® 0.2%-1%

. Significant change® >1%

*Ng= not quantifiable. These risks have not been quantified due to the complexity in calculating financial impact and lack of tool capability. Further assessment is required in
these areas to develop a link to financial impact, including an assessment of materiality when taking into account mitigation and action plans in place.

75
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TCFD continued

We ensured the range of
potential hazards, from
physical impact to changes
in local or global policy
within transition, were
covered while defining the
assessment’s scope.
Following these analyses,
we believe we are now able
to consider the range of
different possible options in
our operational planning.

For those identified as most likely, or
most material, we are addressing the
risks directly with action plans to
minimise future risk. We believe our
regular reviews and updates of these
analyses to reflect evolving maturities
will help us assess all the possible risks
for impact, to ensure we are able to
perform and maintain operations.

Physical risk

The scenario analysis has considered
the physical risk from coastal
inundation, soil subsidence, surface
water flooding, riverine flooding,
extreme wind, forest fire and water
stress to our direct operations and our
tobacco purchasing regions. The
analysis predicts that storms are likely
to increase in severity at a rate of 5% but
despite this it is not likely to result in a
significant financial impact at Group
level over the next decade. As shown in
the table on page 75, the work completed
demonstrates that the business is
relatively unaffected in both climate
scenarios in the short term for physical
risk, both chronic and acute.

In the 4°C scenario, the probability of
physical risks in the medium and long
term increases compared to the 1.5°C
scenario, but financial impact can still be
considered insignificant overall. In our
updated analyses, when viewed by
location in the third-party model, our
leased factory in the Dominican
Republic is affected most by physical
risks. The physical risks identified are
mainly as a result of surface water
flooding. Imperial Brands will conduct
further on-site analysis to confirm the
presence and severity of the surface
water risk and to identify potential
mitigation. Physical risks in other
locations were considered immaterial. In
total, we assessed our sites for nine
physical risk types, including soil
movement, coastal inundation and
drought. We are not vertically integrated,
so our tobacco supply chain remains
flexible. While our procurement function
includes support for farmers from the

impacts of climate change, we do not
consider this an asset or supply risk for
most leaf sourcing locations.

In 2022, we reported that the most
material physical risks were associated
with a risk of flooding to our site in
Spain. Based on local assessment of this
site in 2023 we were able to fully
mitigate the risk of flooding at site-level.
This is mainly driven by local
governmental action as well as by an
assessment by our global insurers, FM
Global, who undertook an in-depth
analysis of the local flood risk to confirm
our findings. FM Global is the Group's
property damage and business
interruption insurer, providing insurance
to more than 1,000 Imperial Brands sites
around the world. They are a location-
specific insurer which means they
assess the risk presented at each site
and assign a premium rate per site.

Other physical climate risks, though not
considered material at Group level, are
being monitored locally as part of
Business Continuity Plans (BCPs). This
confirms that our current approach,
where climate risks are integrated into
local business plans, and do not form a
separate material risk at Group level, will
continue to be most appropriate.

Transition risk

As indicated in the table, increased
materials cost represents the biggest
absolute risk as a result of climate
change, however, the accumulated value
over the next 10 years is still likely to be
less than 2% of our NTM and tobacco leaf
spend if no further mitigating action

is taken.

This result confirms that our suppliers’
cost base is also likely to increase if they
are not already taking steps towards
becoming Net Zero. The analysis
indicates that the increase in material
costs is mostly represented by NTM and
tobacco leaf. Our updated scenario
analysis considers an overall reduced
global carbon pricing compared to the
2022 scenario analysis. This is due to the
improved ability of the global economy
to adapt to transition leading to a
smaller degree of sacrifice needed to
decarbonise. This results in a reduced
estimated impact on the costs of
materials due to lower carbon pricing
impacts on production.

Our climate ambitions include targets
for reduction of Scope 3 emissions, and
we are working with key suppliers to
reduce these. For more information,
please refer to the section on Metrics
and Targets on page 80. We anticipate
that material costs can be significantly
reduced by meeting our long-term ESG
strategy, particularly as we begin to
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LA ROMANA - CASE STUDY

Our La Romana factory in the
Dominican Republic manufactures
machine-made cigars. It was
identified in Phase 2 of our climate
scenario analysis as the site most
exposed to physical climate risk.
This is primarily driven by the risk of
surface water flooding. To mitigate
the risk and prevent local damage
the site has put local action plans
in place.

The action plans address business
interruptions such as local grid
power and water supply
interruptions as well as fires,

and include the following:

+ Emergency generators to provide
power at all buildings.

+ Osmosis filtered water storage
tanks at all facilities supporting
two large 10,000 and 15,000 gallon
potable water tanks.

+ Alarge 130,000 gallon tank
dedicated for firewater with
independent water pump. It
supplies firewater to hoses inside
each building via a dedicated
supply line.

Additionally, La Romana has built on
its business continuity plan, which
incorporates the following topics:

+ Reliance on a 12-week stock of
finished goods at our warehouse
outside the Dominican Republic.

+ Short-term relocation of
production capacity to equivalent
manufacturing facilities across
Imperial Brands.

+ New production machinery
allowing rapid production
normalisation in case of an
emergency event.



collaborate with partners on Scope 3
emissions. As disclosed to CDP in 2022
and 2023, we are beginning to develop a
decarbonisation transition plan, detailed
in the ESG performance summary on
our website, which will be expanded to
include policy, energy, technology and
other routes to consider as part of our
Net Zero strategy.

Distribution business risks

The inherent physical risk identified
with the highest potential impact for
Logista is “heavy precipitation (rain, hail,
snow or ice)” due to its strategic and
financial impact affecting key
businesses. The value of this risk
following implementation of the
mitigation actions is insignificant at
both Logista and Imperial Brands level.
Emerging regulation and technology
were highlighted as the most impactful
transition risks, however, these are not
determined to have a material financial
impact or impact on the business,
strategy or financial planning.

Impact of risks in financial reporting
Imperial Brands' long-term financial
planning covers a three year period.
Based on the outcomes of this report,
increased physical risks and transition
risks associated with climate change are
not significant! over this time period. We
do not expect the risk associated with
climate change to be material to the
Group, with the largest risk expected to
not exceed £10 million for 2024 (and

£43 million over the three-year period).
This is related to increased operating
costs of NTM and tobacco leaf, with the

Carbon cost is anticipated to increase
from 2024 across our global operations,
primarily as a result of regulation.
Especially when viewed in the 1.5°C
scenario, the total cost estimated for
Scope 1 emissions between 2024-2029
for our operations without mitigation
through our Net Zero Strategy is

£21 million.

We are able to turn this into an
opportunity by realising our Net Zero
strategy, which should result in
considerable future cost avoidance:
implementation of our Net Zero
Strategy could limit cost increases to
£9 million.

The potential cumulative benefit,
excluding cost of investment, to realise
our Net Zero Strategy is up to

£190 million by 2050.

calculation based on the MFI resulting
from the 1.5°C scenario. Additionally, we
intend to allocate capital spend for use
in decarbonisation projects based on a
carbon pricing mechanism in FY24.

Currently, given the risks identified
relate to future operational costs we
have no committed liabilities with third
parties associated with climate impact
which need to be accounted for.

For other financial statement areas that
cover a period beyond the financial
planning of three years and beyond
Imperial Brands’ climate-related risk
time horizon of 10 years, we have
considered the MFI of the material
climate-related risks for the relevant
period of those specific areas. For
example: assessing goodwill and
intangible assets impairment
assessment (Note 11) and recoverability
of deferred tax assets (Note 22). We also
included the Directors’ assessment of
climate change impact in the going
concern (page 111) and viability and
associated disclosures.

Climate-related opportunities

By successfully implementing our Net
Zero strategy, we can maximise the
benefits of the green energy transition
and avoid carbon costs across the period
in the 1.5°C climate scenario. We have a
decarbonisation glidepath and transition
plan mapping our emissions to achieve
Net Zero which we expand on in Metrics
and Targets on page 80, in our ESG
Review from page 38, and in our ESG
performance summary on our website.

Our analysis shows us that in either
scenario, our strategic approach should
have a positive effect in managing costs.
However, we will continue to monitor
the impact that carbon prices could have
on our cost base and consider the
business'’s ability to manage or pass
through some or all the costs. If new
climate-related risks and opportunities
are identified, we are committed to
aligning our strategy accordingly and
integrating the respective costs into our
profit and loss.

Following our updated analyses, we
currently have confidence that our
climate change strategy is effectively
managing our climate-related risks and
opportunities, demonstrated by the
progress in both physical and transition
risks. We will continue to develop our
carbon transition plan, bringing more
clarity to the details underpinning our
Net Zero Strategy.

Assumptions

These physical and transition analyses
assume that no action is taken to
decarbonise in the supply chain or
within our operations. The work also
does not take into account inflation,
consider the impacts of future
government policies or subsidies, or
currently existing mitigation. Material
costs include the costs of physical risk
materialising in the supply chain.

RISK MANAGEMENT

We integrate climate-related risks and
opportunities in our business strategy
and financial planning. We have
assessed both the physical (climatic)
and transitional (technological) risks

Potential carbon cost of Scope 1 emissions in the 1.5°C scenario

‘000 GBP
6,000

5,000

4,000

3,000

2,000

T T T
2024 2025 2026

Excluding Net Zero Strategy

@ Net Zero milestones and targets

1. Significance is determined as greater than 1% of net revenue.

T T T
2027 2028 2029

www.imperialbrandsplc.com 7



TCFD continued

that may impact our business, and have
integrated them into our risk framework.
In assigning significance of climate-
related risks, we refer to the MFI stated
on page 75. Having considered the
analyses we find greater value in
ensuring that climate-related risks and
opportunities are included within our
principal risks, rather than focusing on
climate change as a principal risk in
itself. This assessment by each risk
owner ensures that we appropriately
determine true materiality, and integrate
ownership of the associated climate-
related risks into the wider business.
With the support of subject matter
experts, risk owners review the potential
cause and likelihood of any risk
materialising. As a business we are
accustomed to managing risk across a
variety of topic areas, including
emerging regulatory requirements
related to climate change, and we apply
the same process for all risk areas.

For further information on how we
manage risk, please refer to the risk
section on page 100.

The Group'’s formal approach to risk
management includes an update to the
Board on a twice-yearly basis on the
results of the Group risk assessment,
including the Group's principal risks.
The Group risk management framework
specifies accountability for the
identification, assessment and
mitigation of risks throughout the
business and is based on the “three lines
of defence” model. The first line of
defence is our people in operational
roles, who identify potential risks and
opportunities at an operational level.

OUR PLAN

(from a 2017 baseline year)

As explained in the climate change
section, page 48, we are currently
on track vs Our Plan. We continue
to develop our Scope 3 tracking
and reporting.

1. Our Scope 3 emissions include the following
categories: Purchased Goods and Services,
Capital goods, Fuel and Energy-related Activities,
Upstream Transportation and Distribution,
Waste Generated in Operations, Business Travel,
Employee Commuting, Downstream Transportation
and Distribution, Use of Sold Products, End of Life
Treatment of Sold Products, Investments.

The ESG team, led by the Global ESG
Director, are subject matter experts and
are part of the second line of defence.
They develop appropriate policy, process
and control structures and analyse the
impacts of the risks upon the business in
line with the Board's risk appetite. The
second line of defence provides support
to the first line of defence in the design
and implementation of local mitigations.

The ESG team is key in assessing
climate-related risks and opportunities
that occur at a local and global level
related to the achievement of our
climate targets.

Our third line of defence consists of
Group Internal Audit who provide
independent assurance over the
effectiveness of the design and
operation of the risk management
framework. On an intermittent basis,
we also commission a third party to
perform its own analyses to validate
risks identified by the business.

For this TCFD report we also add a fourth
line of defence, by seeking assurance
against the listing rule by a third party.

Due to the long-term nature of climate-
related risks, and in order to formulate
this TCFD report, a cross functional
project team considered actions relating
to these analyses covering and beyond
the standard risk timeframe we typically
consider for risk and financial planning.
In accordance with the Listing Rules,

we have taken into account the period
2022-2050. This allows us to build on

the risks and materiality developed in
the third-party analyses, and integrate
them into our wider Group risk
management framework.

and applied for approval by the SBTi
for our new targets in line with the
1.5°C Paris Agreement

65%

included climate metrics in executive
remuneration for the first time

26%
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CASE STUDY:

Our Manisa factory, the Philippine
Bobbin Corporation (PBC) and FM
Global identified an elevated risk of
riverine flooding. FM's assessment
identified that the flood exposure at
this location is the highest 100-year
(high frequency) flood exposure
across Imperial’s locations globally.
They estimated that in a flood event
waters could rise one metre,
resulting in damage to about 30%

of the site and up to six months'’
interruption to business. The most
recent loss expectancy estimate was
USS 24.1 million for the 100-year
flood event.

This finding supported PBC's
intention to investigate the
installation of a flood wall which FM
have confirmed would all but
eliminate this exposure. Completion
of this additional protective measure
would also be key to achieving FM’s
highest risk category, a Highly
Protected Risk.

Intend to fully assure our

Scope 3' emissions for category 1
Purchased Goods and Services
in 2024

50%

of our suppliers by spend

will set science-based targets
within our Purchased Goods and
Services category

Continue to develop our
decarbonisation plans for sites



Physical risk management

Our insurer, FM Global, conducts an
annual programme of 50 to 60 site visits
concentrating on assessing the perils
insured by FM Global but particularly fire
and natural catastrophe risks. Where
gaps are identified, FM Global provide
recommendations prioritised according
to loss expectancy.

Local flood maps are consulted where
possible in addition to FM Global's own
global flood mapping to determine
possible flood levels. These levels are
then compared with the elevations on
site and possible loss scenarios are
developed for both 100-year and
500-year return events. Similarly, with
wind exposures, sites in known high
wind zones receive a more thorough
wind evaluation looking at the resilience
of the building envelope in terms of
uplift pressures on roof systems, debris
impact to building walls and impact of
high winds on other items such as dock
doors. FM Global offers practical
recommendations to improve resilience
both through physical improvements
and human element procedures such as
emergency response planning.

As examples of the work done to date, in
the last five years Imperial has
completed over 30 FM Global natural
hazard recommendations. Completed
recommendations include improving
emergency response plans for flood and
wind events at various sites, securing
roof mounted equipment at the Tampa
FL warehouse, and improving roof
flashing and roof coverings at the
Cayey factory.

from a 2017 baseline year

100%

of our purchased grid electricity
will come from traceable
renewable sources

50%

For all of our sites we also mitigate the
risk of disruption to supply of product by
having local BCPs in place which
includes a list of other Imperial sites
which can take over the manufacture of
product from the high-risk site if
required. The cost implications of this
are factored into the BCP. Actions to
manage risks are prioritised based on
the calculated MFI and the ease/cost of
the risk mitigation strategy.

Transition risk management

The transition risks identified in our
climate scenario analysis are embedded
in the risk framework and are
communicated with the affected sites
and functions; action plans are being
implemented accordingly, particularly
for the primary risks: carbon taxation for
our operations, and material costs
associated with our products and
packaging, identified on page 75.

Our non-vertically integrated leaf supply
chain as well as holding ¢.12 months of
leaf stock supports us in mitigating
climate-related supply chain
interruption and risk of shortages.

Physical and transition risk within our
supply chain and direct operations
related to climate change are considered
within our principal risks. This helps us
manage and monitor climate risks for
core business decisions.

Please also see our 2023 risk matrix on
page 102 where we demonstrate
climate-related and regulatory risk to be
of high importance to the Group. We
integrate our management of these into
our responsible business functions. In

100%

of the energy sourced for our
operations from renewable sources,
transitioning away from non-
renewable sources completely

Be Net Zero

In our direct operations (Scope 1and
2 GHG emissions)

Reduce

+ Our absolute Scope 3 GHG
emissions by 50%

- Energy consumption by 25%

the future, Imperial Brands aims to
conduct climate scenario analysis on a
regular basis.

Distribution business risk
management

Our global insurance provider, FM
Global, also acts for Logista, operating in
the same way as disclosed in the section
above. Additionally, Logista states its
methods for managing climate-related
risk with its sustainability policy.

These include the Sustainability
Committee which is responsible for

the preparation and co-ordination of
the sustainability strategy plans in
co-ordination with Logista’s Business
and Corporate Directorates.

The progress of implementation and the
achievement of the climate-related
objectives set and the associated climate
KPIs are reported at least twice a year to
the Sustainability Committee.

The Corporate Finance Directorate is
responsible for implementing
mechanisms to ensure the integrity of
the financial and non-financial
information of the Company and its
subsidiaries, as well as control of the risk
associated with the financial and
non-financial risks.

Net Zero

emissions
(absolute Scope 1, 2 and 3 GHG
emissions)

For more information on all our ESG
targets, including waste, please refer
to page 38 or our ESG Performance
Summary on our website.
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TCFD continued

METRICS AND TARGETS

Climate change is our second most
material ESG topic, after consumer
health. As such, we have long monitored
the risks identified for climate change
and put in place intervention or
mitigation measures where necessary.
Our targets on climate change represent
multiple business opportunities: there
are cost and environmental benefits to
energy savings, and to efficiency
programmes, today and in the future.

We are focused on alignment to the UN's
Sustainable Development Goals, and in
particular support the goals outlined in
goal 7.2, improve energy composition,
and 7.3, reduce energy consumption. As
such, we have had Scope 1,2 and 3
targets in place since 2019, consistent

Description

Carbon pricing

Our carbon pricing risk relates to the
likely increase of carbon taxation on
emissions within our operations. To
drive our emissions down, we have
joined Business Ambition for 1.5°C, a
campaign led by the SBTi. This means
we are committed to reaching
science-based Net-Zero emissions by
2040. To achieve this, we have reset
our science-based targets for carbon,
increasing our ambition in line with
1.5°C global warming limits and
currently wait for approval by the SBTi.

with reductions required to limit climate
warming to 2°C, approved by the Science
Based Targets initiative (SBTi). In FY21,
we set our sights higher and joined the
Business Ambition for 1.5°C Race to Zero
initiative, a campaign led by the SBTi. In
FY23, we applied for approval by the
SBTi for our new targets in line with the
1.5°C Paris Agreement. In FY23, we can
report a reduction in energy
consumption of 26%, achieving our 2030
energy consumption reduction target.

For more details on how this
commitment impacts our Climate
Change pillar, please see ‘Our plan’ as

well as our previous year's
performance on page 48.

For more information on all our ESG
targets, including waste and water,
please see page 38.

Target

In line with our 2025 goal: to source 100% of
our purchased grid electricity from
traceable renewable sources, we have
continued to prioritise decarbonising our
electric supply, reaching 96% renewable
grid electricity in 2023. Reflection of this
performance in our updated analyses
indicated an increased opportunity for cost
avoidance of £190 million by 2050,
assuming we meet our 2030
decarbonisation targets.

We are on track to decarbonise our direct
operations by 2030. In FY23 we can report
an emissions reduction of 65% vs our 2017
baseline. We continue to develop goals for
the different areas of our Scope 1 and
Scope 2 emissions. Our development of
local decarbonisation plans for key sites
and sales fleets continues to drive tangible
action and progress against this goal.

In FY23, we have focused on driving
site-level risk and opportunity planning
on a risk-based approach. These views
have been used to enhance our
disclosures, and form the basis of our
continued strategy development. Sites
have been asked to develop local action
and decarbonisation plans, to manage
risk and realise opportunity more
comprehensively. We also understand
that our decarbonisation targets rely on
cultural changes within the business, for
example in evaluating energy sourcing
options, or when looking to drive change
within our value chain.

The analyses indicate that our most
material risks are within transition,
specifically carbon pricing internally,
and carbon pricing externally, realised in
our rising material costs.

Opportunity

In order to further support our Net Zero
strategy, we have developed an internal
carbon budget to incentivise low-carbon
transition projects to improve energy
efficiency and renewable energy transition.
The internal carbon budget is based on our
internal carbon pricing, which we intend to
launch in FY24. This initiative pilots an
approach to more closely link funding with
decarbonisation solutions, and includes an
assessment of climate opportunities.

The updated analysis completed within
FY23 demonstrated the extent to which our
decarbonisation strategy protects against
future costs. The potential cumulative risk
mitigation, excluding any cost of investment,
is up to £450 million to 2050 when compared
with taking no decarbonisation measures in
a15°C scenario.

Materials costs

The materials cost relates to the

likely impact of carbon taxation on
emissions, and the impact of physical
risks within our value chain. To drive
down emissions within our value
chain, we have an SBTi approved
supplier engagement target: 50% of our
suppliers by spend within Purchased
Goods and Services (PGS) will set
science-based targets by 2024. This
target helps us reduce our Scope 3
emissions and thus is fully aligned
with our 2040 Net Zero ambition. In our
ESG Review we report that 33% of
suppliers by spend have achieved this
target. In pursuit of this target, we have
identified our partner suppliers
contributing 50% by spend of our
Scope 3 category: Purchased Goods
and Services, and will engage with
them in 2024.

In 2023 we have recalculated our Scope 3
calculations and we intend to fully assure
our Purchased Goods and Services Scope 3
emissions in 2024.

Our target to achieve Net Zero in our entire
value chain by 2040 is also supported by an
emission reduction target of Scope 3 of 50%
by 2030. We have strengthened our climate
dialogue with suppliers within all
procurement areas and are aiming to
continue to do so. This approach benefits
us In various ways such as risk
management, reduction of Scope 3
emissions as well as creating opportunities
such as of cost avoidance (page 77). The
re-calculation of our Scope 3 baseline and
our Scope 3 emissions for 2023 provided
greater clarity of data to drive decisions
going forwards.
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There is an opportunity to further assess the
resilience of our supply chain to help bring
focus to the business to achieve our Net
Zero target. Achievement of the Scope 3
decarbonisation target will be important to
limit exposure to rising material costs,
which are strongly linked to carbon pricing
within the supply chain. Our first step
towards this has been the enhancement of
the environment-related section in our
Supplier Code of Conduct, which sets out the
minimum requirements of doing business
with us and our request to have suppliers
join us to decarbonise.



Carbon transition plan for

our operations

Our methodology for calculating Scope 1, 2
and 3 emissions is compliant with the GHG
Protocol and we disclose our environmental
performance in CDP. Further details around
our methodology can be found in our
Reporting Criteria document. The scope

of targets set includes companies,

entities or groups over which we have
operational control.

In the 1.5°C scenario it is likely carbon taxes
will rise for those using energy sourced
non-renewably. As such, the energy
transition represents an opportunity for
cost avoidance for those who have already
transitioned to renewable energy. In the
analysis, which assumes Imperial Brands
achieves its Net Zero targets, this is
assessed as £21 million (£11 million) by 2030
in the 1.5°C scenario and within the range
£80 million to £260 million (£20 million to

Logista

Logista is included in Imperial Brands’ Net
Zero Target, as it is included within two
categories of our Scope 3: investments and
downstream transportation.

Logista has set an annual emissions
reduction target of 2.1%. Over 95% of
Logista’s Scope 1, 2 and 3 are included in
this target.

To reinforce this, Logista has implemented
remuneration relating to performance
against its climate change goals. For
example: maintaining its CDP performance
and increasing the distance travelled by
low emissions vehicles by 15%.

Logista is performing an ongoing project to
design an ESG strategic plan, including
climate-related risks and opportunities. As
aresult of this project, new targets and
metrics are expected.

feasibility and effectiveness of our

strategies, plans and actions to achieve

our metrics and targets, which may

depend on various internal and external

factors, such as our operational
performance, financial resources,

innovation capabilities, organisational

culture, governance and stakeholder

engagement, as well as the co-operation
and alignment of our partners, suppliers,

customers, regulators and peers; and
potential changes in our business

environment, operations, portfolio and

priorities, which may result from
factors such as market conditions,

regulatory requirements, competitive

pressures, technological
developments, customer needs,
strategic opportunities, and/or

unforeseen events, and which may

require us to adjust, revise or update
our metrics and targets accordingly.

For more information on our 2023
performance, and further information on
our current ambitions related to climate
and ESG, please refer to pages 48-51, for

£55 million) across the period to 2050 in
both climate scenarios. The analysis
doesn't include costs to achieve our Net

Accordingly, undue reliance should not
be placed on these statements, or this
Annual Report more broadly.

Zero targets, such as capex.

In 2023, we also included climate metrics in
executive remuneration for the first time.
Five percent of the bonus opportunity is
split equally between performance on
energy consumption and emissions
reduction. Both of these are set to be in line
with our decarbonisation plan.

In 2024, we will continue to develop our
decarbonisation plans for sites, building out
initiatives to support each site-specific
decarbonisation. In a risk-based approach,
we will also include management of
physical climate risks in this, ensuring that
our sites most at risk of the physical effects
of climate change include mitigation
activities in their decarbonisation plan.

For metrics relating to our ESG strategy,
including waste and water, please see our
ESG section, pages 38-69.

There are three recommended disclosures
in the Metrics and Targets section that we
consider ourselves partially compliant with:
(a) including climate-related opportunity
metrics; (b) as regards industry-specific
GHG ratios; and (c) accounting for

avoided GHG emissions on the entire
product lifecycle.

Our reasons for this are because there are
transitional challenges in obtaining the
relevant data and there is no generally
accepted industry-specific data, though
we continue to monitor developments in
this area.

We aim to expand our disclosures by
including climate-related opportunity
metrics in 2024, and providing accepted
industry-specific GHG efficiency ratios,
once applicable practices are available.

the Scope 3 accounting, our Company
website and our ESG: People and
Performance Summary 2023.

This section contains climate-related
metrics and targets that reflect our
current expectations, assumptions
and best estimates available at the
relevant time.

The data underlying these and market
practice in relation to such disclosures are
likely to evolve over time, owing to several
factors including, but not limited to, the:

+ evolving nature and impact of climate
change and related policies, regulations,
standards, classification frameworks and
market developments;

+ accuracy and completeness of the data,
methodologies and assumptions
underlying our metrics and targets,
which may vary depending on the scope,
boundary, definition and measurement
of the relevant indicators and activities,
as well as the availability and quality of
external sources and benchmarks;

of our executive bonus is awarded
for climate performance
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MARKET REVIEW

OUR MARKET

The combustible tobacco market still
represents USS 880 billion, and
cigarettes are the largest category, with
more than 5,200 billion consumed each
year. However, the development and
consumer adoption of next generation
products (NGP) over the past decade
has added complexity, and strong
regional nuance to the overall nicotine
market and its regulation.

We are a consumer-focused business.
Despite the well-known health risks of
smoking, more than 19% of the world's
adult population still choose to smoke.
Our consumers tell us they value our
products for the moments of relaxation
and pleasure they provide. Many of
these consumers now also tell us that
they are looking for potentially less
harmful alternatives to traditional
combustible products. Our strategy is to
understand the needs of these adult
consumers, and both to invest in
priority combustible markets, while
also building a targeted NGP business.
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These market developments are not
without their challenges. The greater
number of nicotine product categories
introduces supply chain complexity —
which Imperial mitigates using a strong
supplier partnership model. It also
introduces regulatory complexity,
which can be harder to mitigate.
However, where regulators allow, the
advent of next generation nicotine
products also provides much greater
consumer choice. With that greater
consumer choice, opportunities are
unlocked for a challenger business
with a strong understanding of
consumer needs.

For example, many consumers also tell
us they have yet to find a perfect
potentially reduced-harm replacement
for cigarettes. This means we are
seeing a growing diversity of behaviour
with consumers using different
products for different moments in their
day. Our strategy prepares us for a
market where multiple nicotine
categories coexist. Thanks to our
focused investments in transformation,
Imperial is now well placed to make a
positive contribution to this wider
market transition.

Differing regional and market
approaches to harm reduction
Regional and market regulators have
diverse policies towards tobacco harm
reduction. Public health bodies agree it
is the smoke created by the burning of
tobacco leaf that contains most of the
harmful chemicals responsible for
smoking-related disease. This is not
always reflected in policy. Some
governments, such as the UK, New
Zealand, and Canada, accept that not all
nicotine products are equally harmful
and that public health benefits can be
realised at a population level if existing
smokers transition to potentially less
harmful products, so long as such
products do not attract users who
would not otherwise have chosen to
consume nicotine. Other governments
do not recognise the benefits of NGP.
This is often due to focusing only on
concern about a youth access "on-
ramp" which is important but which
should not detract from the much
larger — and scientifically substantiated
— value of the "off-ramp" that NGP

can provide to many millions of
existing smokers.



While jurisdictions that have
implemented tobacco harm reduction
policies have seen positive public
health results, the approach has not yet
captured the support of all regulators,
and is not embraced by the WHO. This
is unfortunate. Where policies have
been adopted to limit the development
of the nicotine market to potentially
less harmful alternatives, such as
aggressive excise duty or complete
bans, we have seen negative
consequences for both population-level
public health, and the growth of an
illicit trade in NGP. At the extreme end
is the difference between New Zealand,
where the legalisation of vape
coincided with a steep fall in youth
smoking rates, and Australia,

where there has never been a legal
domestic market for NGP, yet a black
market thrives.

The traditional cigarette market has
always had national and regional
variation in consumer preferences on
dimensions such as product strength,
product dimensions, flavourings and
blend. Some of these differences have
been deeply embedded in culture, from
the Indonesia kretek to the mid-century
French Gauloises Brunes. Yet the
regional differences in NGP
consumption are more significant, as
they span product category types and
are driven not only by consumer
preferences, but also by regulation,
public health messaging and excise.

Regulation and excise

The traditional tobacco market remains
heavily regulated. Such regulation
continues to evolve and remains a
significant influence on how we
manufacture, advertise and sell our
products, and how our consumers buy
and enjoy them. Regulation varies
widely across regions and markets.
Nationally, countries such as New
Zealand and Australia have unveiled
comprehensive programmes of new
regulation, while other countries such
as the US and Greece have further
developed product-by-product approval
pathways for the marketing of tobacco
and nicotine products. At a regional
level, the EU is re-examining its
Tobacco Products Directive, its Tobacco
Advertising Directive and its Tobacco
Excise Directive. Globally, the 10™
Conference of Parties (COP10) to the
Framework Convention on Tobacco
Control (FCTC) is to meet in Panama in

November to share ideas for
accelerating the spread of some of the
most extreme regulatory proposals for
tobacco: such as Canada's health
warnings printed on individual sticks,
or New Zealand's generational tobacco
ban, a proposal that has also been put
forward in the UK. A plan to prohibit all
but "very low nicotine" cigarettes,
proposed but not yet implemented in
New Zealand and in the US (where it is
less likely in the short to medium term),
will also capture the attention of global
public health departments.

Of course, combustible tobacco is also
heavily taxed, contributing globally
more than US$ 200 billion to
governments each year, and often seen
as a non-controversial source of urgent
additional government funding. Given
the current economic climate, we
anticipate inflationary pressures are
likely to affect the purchasing power of
some consumers. This may mean that
drastic excise rises in the next year
give a higher than usual boost to the
illicit trade — to the extent to which
overall revenues could decline when
rates are increased (the effect of
passing the peak of the Laffer curve).

Imperial Brands supports reasonable
and rational regulation of tobacco and
nicotine products, in some cases going
beyond requirements established in
law. Most notably, our products are for
adult nicotine consumers only. More
information on our measures to prevent
underage access can be found on

page 47.

While we are supportive of reasonable
excise rates on all products, we believe
NGP which offer potential harm
reduction should be subject to excise
rates at significantly lower levels to
combustible products. We believe
increased affordability will help
encourage smoker transition.

lllicit trade

The prevalence of the illicit trade in
tobacco products means that we face
competition from a criminal supply
chain. Illicit tobacco deprives the
responsible industry of revenue,
deprives governments of vital excise
and deprives consumers of the security
of enjoying rigorously tested, high-
quality products. The illicit trade is a
complex phenomenon, driven by
economic, practical and political
factors. Fighting illicit products
requires a co-ordinated approach from
government and industry. Imperial
continues to work with enforcement
agencies to reduce this scourge, and to
encourage a rational regulatory
framework for potentially reduced-
harm products that will prevent other
categories of nicotine products being
targeted by criminal organisations.

Ibrandsplc.com



OPERATING REVIEW

OPERATING REVIEW

To provide a greater focus on
“driving value from our broader
market portfolio”, which is one of
our strategic pillars, we have
transferred the management of
our Central and Eastern Europe
cluster from our Europe region to
the Africa, Asia and Australasia
(AAA) region. Under the
leadership of Paola Pocci, we
have been enhancing our
capabilities and expertise in
managing our smaller markets,
many of which have attractive
margins and the potential to
become platforms for future
growth in combustible tobacco
and NGP. The AAA region will
now be known as AAACE. The
affected markets are Poland,
Czech Republic, Ukraine,
Slovakia, Hungary, Azerbaijan,
Armenia, Georgia, Moldova,
Croatia and Slovenia. The
Americas region is unaffected by
this change.

Ales Struminsky

President, Europe Region

AT A GLANCE

Tobacco volume

© -8.2%

Tobacco & NGP net revenue*

o +4.8%

Tobacco net revenue*

o +2.8%

NGP net revenue*

o +40.4%

Adjusted operating profit*

o +2.0%

* Change at constant currency.
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HEADLINES

+ Strong financial performance driven
by strong pricing action early in the
year which offset volume declines

+ Leveraging our local jewel brand
strategy to drive operational and
financial performance

+ Positive NGP net revenue
performance with growth across all
categories driven by product
innovation and new market launches

+ Successful launch and roll-out of
all-new vapour device blu 2.0 and
disposable blu bar

+ New and improved Pulze 2.0 offering
consumer choice across four markets

+ Adjusted operating profit growth
reflects strong combustible
performance and increased
investments behind NGP

Our results in Europe are driven by
strong combustible pricing, which
helped mitigate inflationary headwinds
and support increased investment in
NGP launches. Tobacco volumes were
impacted by macro conditions and
continued pressure on consumer
spending. As expected, the volume
trajectory improved in the second half
of the year. Net revenue benefited from
an acceleration in NGP revenue growth
(year on year up 45.1% in the second
half of the year at constant currency) as
our innovation pipeline supported new
product and market launches alongside
growth in existing markets.



Full year result Change

Constant

2023 *2022 Actual currency

Tobacco volume bn SE 89.9 g97.9 -8.2% -
Tobacco & NGP net revenue fm 3,240 3,039 +6.6% +4.8%
Tobacco net revenue fm 3,020 2,883 +4.8% +2.8%
NGP net revenue fm 220 156 +41.0% +40.4%
Adjusted operating profit fm 1,482 1,447 +2.4% +2.0%

* 2022 figures restated for the transfer of the Central & Eastern Europe cluster from Europe to AAACE.

Strategic initiatives in our priority
markets supported our combustible
tobacco performance. In the UK, after
two years of market share growth, we
raised prices early in the period,
causing our market share to decline as
we balanced market share with value
creation. As anticipated, we
experienced some market share
recovery during the second half of the
year. We remain confident that our
strategic initiatives in the UK, such as
our local jewel brands, Richmond
Embassy and Regal Signature, have
continued to gain traction. Our work to
arrest the long-term share declines in
Germany continues with a refinement
in our investment in brand equity
building initiatives. In Spain, we
achieved strong price increases while
also gaining market share as our local

Priority market

Tobacco share

We delivered a step-up in new product
and flavour launches following our “test
and learn” validation with consumers
and market pilots in FY22. Our new
consumer-led partnership model on
NGP product innovation delivered a
range of new products in all three
categories: Pulze 2.0 in heated tobacco
(four markets); blu 2.0 (10 markets)
and blu bar (nine markets) in vapour;
and ZoneX (three markets) and

Skruf Modern (Norway) in modern
oral nicotine.

jewel brand, Nobel, benefited from new
format launches and we refined our
focus on the key sales channels, for
example vending machines.

Tobacco volumes declined 8.2% with
consumer buying patterns impacted by
cost-of-living pressures. The elevated
excise regimes in markets such as the
UK and France have contributed to
continuing pressure on volumes.
However, volume declines moderated
in the second half of the year in the UK.
Tobacco net revenue was up 2.8% at
constant currency, reflecting strong
price mix of 11.0%, which more than
offset the volume declines.

Tobacco and NGP adjusted operating
profit for the year increased 2.0% at
constant currency, mainly reflecting
the strong tobacco performance
together with increased investment in
our NGP product and market launches.

Our NGP portfolio has delivered
strong net revenue growth, which was
up 40.4% at constant currency with
growth across all three categories.

Performance

Germany
+ 18.2% (-80bps)
+ 13% of Group net revenue

Tobacco market size declined 1.9% in the year with some downtrading, together with
a category shift from cigarettes to fine cut tobacco. Our market share declined
although we continue to refine our investment initiatives with the aim of stabilising
our share over time. As anticipated, it is taking time to address our share performance
after more than a decade of underinvestment and share losses. We remain confident
the investment behind these strategic initiatives will enhance our brand equity and
improve our sales force effectiveness. Our brand portfolio remains well positioned
across the key price segments to appeal to a range of consumer needs, which
includes the launch of Paramount to meet consumer needs in the value segment.

We expanded our vapour offer with the launch of blu 2.0 and blu bar during the year.

UK
- 411% (-50 bps)
+ 8% of Group net revenue

Tobacco market size declined 16.9%, driven by the COVID-19 unwind, inflationary
excise increases and manufacturer price increases in the period. We increased prices
in November and again in March to pass on the excise increases. As anticipated, and
after two years of share gains, these price increases caused us to lose share.
However, we recovered some of the market share lost in H1 as we sought to optimise
the balance between managing share and value creation. Our strategic investments
continue to gain traction with our local jewel brand variants of Richmond, Embassy
and Regal Signature performing well — and as we focused on supporting our key
account customers. We grew our NGP contribution in vaping, launching both blu 2.0
and blu bar in the period, supported by innovation of our flavours in both platforms.

Spain
+ 28.4% (+10 bps)
+ 5% of Group net revenue

Tobacco market size declined 2.6% year on year. We were able to increase prices for
the second year in a row, following several years of stable pricing, while also
continuing to deliver share gains. Our market share increase was driven by
investments in innovation and brand extensions, such as limited-edition packs and
big pack launches for West. We continued to focus on our portfolio of local jewel
brands with the launch of new, high-quality packs for brands such as Nobel. We also
benefited from refocusing our sales force on channels, where we have been under-
represented historically. The launches of blu 2.0 and blu bar have been well received
by consumers and the trade and the blu brand is the joint market-leading brand by
retail sales value as at August 2023.
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OPERATING REVIEW continued

AT A GLANCE

Tobacco volume

© -5.5%

Tobacco & NGP net revenue*

© -4.7%

Tobacco net revenue*

o -4.5%

NGP net revenue*

© -21.4%

Adjusted operating profit*
o +1.9%

* Change at constant currency.

HEADLINES
+ Cigarette share growth up 65 basis

points to 10.7% with gains across all
three of our focus price segments

- Investment in strategic

initiatives continues to drive
operational improvements

+ Net revenue decline reflects adverse

product mix in mass market
cigars partially offset by strong
cigarette pricing

+ Mass market cigar performance

temporarily affected by wholesaler
inventory movements and market
share pressure

+ NGP net revenue declined as we

prioritised investment in Europe
pending resolution of the FDA's
Marketing Denial Orders for myblu,
which was vacated in August 2023

+ Adjusted operating profit growth

reflects strong cigarette pricing and
cost initiatives to mitigate the
reduction in volumes

Kim Reed
President and CEO,
Americas Region

We delivered a strong combustible
market share performance in the US
while achieving strong pricing across
our cigarette portfolio. This was offset
by a decline in our mass market cigar
volumes due to a temporary wholesaler
destock after they increased inventories
ahead of Hurricane Ian in September
2022. This contributed to adverse
product mix which has weighed on our
net revenue performance.

Tobacco volumes declined against an
industry volume decline of 8.4% in
cigarettes and a 5.4% fall in industry
mass market cigar volumes. Market
volumes continue to be impacted by
mMacro-economic pressure on consumer
disposable income. Our cigarette
outperformance reflects the
improvement in our cigarette market
share of 65 basis points to 10.7% — our
fifth consecutive year of market share
growth. Our cigarette volumes also

Full year result Change
Constant
2023 2022 Actual currency
Tobacco volume bn SE 20.7 219 -5.5% -
Tobacco & NGP net revenue fm 2,812 2,826 -0.5% -4.7%
Tobacco net revenue fm 2,778 2,784 -0.2% -4.5%
NGP net revenue £m 34 42 -19.0% -21.4%
Adjusted operating profit fm 1,257 1179 +6.6% +1.9%
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reflect a slight increase in wholesaler
inventories in the period, which
increased our shipment volumes by
c. 0.2%.

Our market share performance was
driven by three factors: first, the
continued benefit from our investment
in sales execution and brand building;
second, the way we have positioned
our brand portfolio to meet the needs
of consumers, particularly as they
continue to trade down; and third, to a
much smaller extent, the annualisation
of the benefit from our agile response to
capture share arising from KT&G's exit
in December 2021. We gained or held
share in the three price segments,
where we are focused.

On a constant currency basis, tobacco
net revenue declined by 4.5%, as strong
pricing of around +10% was more than
offset by volumes down -5.5% and
adverse mix of around -9%. The adverse
mix was driven by the performance of
mass market cigars, which accounted
for around -5% of decline. This reflects
the relatively high value, low volume
nature of the category — the revenue
per stick for cigars is around 2.5 times
that for cigarettes. Adverse cigarette
mix accounted for the remaining
around -4% adverse mix driven by

our market share performance in the
deep discount segment and the
successful capture of the KT&G share
following their exit from the market

in December 2021

Our cigarette share performance partly
reflects our progress in building brand
equity and strengthening our sales
force capabilities. For example, our

brand investment behind KOOL
continues to support share growth in
the premium value segment. We
continue to improve our sales execution
with our increased sales force, setting
our "perfect store” concept as the
standard to achieve across all stores
and working with our key account
customers on joint business planning.

As anticipated our mass market cigar
portfolio improved into the second half
of the year, driven by product
innovation. Over the year, however,
volumes came under pressure driven
by a temporary wholesaler destock,
market share losses and overall market
size declines. The destock followed a
wholesaler inventory build last
September ahead of Hurricane Ian,
which affected Southwest Florida
where our Tampa cigar warehouse is
located. Wholesaler inventories have
now normalised. The overall category
decreased as consumer buying patterns
changed post COVID. Pressure on
consumer spending drove some
downtrading, leading to market share
losses in our premium Backwoods
offering. We believe the outlook for this
category remains positive and we
continue to have a strong brand
presence with Backwoods, a premium
quality iconic heritage brand.

Our NGP net revenue declines
improved into the second half of the
year on a constant currency basis,
declining 21.4% over the full year. The
uncertainty caused by the FDA'’s
Marketing Denial Orders (MDOs) issued
in April 2022 for our myblu products
eased into the period end as we
welcomed the unanimous decision on

29 August 2023 by United States Court
of Appeals for the District of Columbia
Circuit to vacate the FDA's Marketing
Denial Order for our myblu pod-based
vapour portfolio. Our products have
remained in the market throughout the
appeals process. We also completed the
acquisition of a range of nicotine
pouches to facilitate our entry into the
US modern oral market. We plan to
launch this range of 14 product variants
under a new brand, which will leverage
the Company'’s existing US sales force.

Adjusted operating profit grew 1.9% at
constant currency, reflecting the strong
cigarette pricing and cost initiatives

to mitigate the reduction in volumes,

as well as a year-on-year benefit

(c. £30 million) from ongoing non-
participating manufacturers’
settlements relating to prior year
disputes under the Master Settlement
Agreement. Although we expect further
settlements over time, we do not
anticipate this level of benefit to be
repeated in the coming financial year.



OPERATING REVIEW continued
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AT A GLANCE

SR

Tobacco volume**

© -6.3%

Tobacco & NGP net revenue*, **

o +5.3%

Tobacco net revenue*, **

® +5.3%

NGP net revenue*

o +10.0%

Adjusted operating profit*, **
o +6.2%

* Change at constant currency.
** Excluding Russia in prior year.

Paola Pocci

President, Africa, Asia,
Australasia and Central &

Eastern Europe

HEADLINES
+ Strong financial delivery with pricing

discipline and strategic initiatives
offsetting exit from Russia in 2022

+ Region now includes our Central &

Eastern Europe cluster; comparator
figures have been restated

+ Positive contribution across all

market clusters with improved
consumer insight driving
local initiatives

+ Strong tobacco price mix across

region offset inflationary
input pressures

+ Market share growth in

Australia driven by active brand
portfolio management

+ NGP net revenue growth with launch

of Pulze 2.0 in Czech Republic, Poland
and Hungary

- Adjusted operating profit delivery

driven by strong tobacco
performance offset by increased
NGP investment
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The region delivered a strong
operational and financial performance
which offset the impact of our decision
to exit the Russian market in April
2022. The contribution from Russia in
the prior period is outlined in the table
on the opposite page.

Our results benefited from a strong
focus on pricing discipline across the
region, which offset inflationary
pressures on input costs, our improved
consumer insight and revenue growth
management tools provided by our
Global Consumer Office. Additionally,
we maintained a disciplined and
targeted approach to our investment in
sales execution and marketing in line
with our strategy to revitalise our
priority markets and to drive value from
our broader market portfolio.

The region includes one priority
market, Australia, where we continued
to innovate our product offer enabling
us to deliver an improvement in market



Full year result Change Change
Constant Excluding
2023 2022 Actual currency Russia at cc
Tobacco volume bn SE 87.4 101.1 -13.6% - -6.3%
Tobacco & NGP net revenue fm 1,960 1,928 +1.7% +2.3% +5.3%
Tobacco net revenue fm 1,949 1918 +1.6% +2.2% +5.3%
NGP net revenue fm n 10 +10.0% +10.0% +10.0%
Adjusted operating profit fm 844 815 +3.6% +5.5% +6.2%

* 2022 figures restated for the transfer of the Central & Eastern Europe cluster from Europe to AAA (now known as AAACE). The change excluding Russia removes the FY22
contribution from Russia of 7.8 bn SE volumes, £56 million of net revenue and £5 million of adjusted operating profit. There was £0 million of NGP net revenue in Russia.

share against a highly competitive
market backdrop with record levels of
illicit trade. We refined our approach to
revenue growth management to
optimise value creation across our
portfolio with a clear brand offering at
each of the key price points. This has
supported our decisions on pricing and
product innovation, for example line
extensions of our Lambert & Butler
brand in the lowest pricing segment
enabled us to adopt a clearer pricing
strategy for Parker & Simpson in the
value segment. We also reshaped how
we support our customers to drive
improved availability while enhancing
our financial performance.

As we look to drive value from our
wider market portfolio, we transferred
the management of our Central &
Eastern European markets from Europe
to this region. Given their similar
characteristics, these markets now
benefit from being under this regional
leadership team which has enhanced
capabilities and expertise to manage
our portfolio of smaller markets to
unlock value and become platforms for
future growth.

In our African markets, pricing gains
more than offset weaker volumes as

Priority market

Tobacco share

consumer spending was affected by the
rising cost of living and there was an
increase in illicit trade in some
countries. Our renewed consumer focus
underpins the management of our local
jewel brands, such as Fine in Ivory
Coast and Hamilton in Burkina Faso,
and our international brands, such as
News in Madagascar. With a wide
variety of consumer preferences across
these markets, this insight enables

us to prioritise how we utilise the
diverse brand portfolios for each
country to meet the differing adult
consumer demands.

In the Middle East, markets such as
Kuwait benefited from borders
reopening and we exercised strong
pricing discipline combined with a
more rigorous go-to-market approach.
Our global brand Davidoff resonates
with local consumers and performed
well in Kuwait. Davidoff also has strong
brand loyalty in Taiwan, though
volumes here were impacted by lengthy
local COVID-related travel restrictions
and the competitive dynamic which
made pricing gains tougher.

Pricing was stronger across the
majority of our Central & Eastern

Performance

European markets, which more than
offset volume declines to support
financial delivery.

Tobacco volumes declined 13.6%
primarily driven by our exit from
Russia. Excluding Russia, volumes
declined 6.3%. However, strong price
mix (+11.7% ex Russia) more than offset
volume declines to grow tobacco net
revenue by 5.3% ex Russia on a constant
currency basis.

NGP net revenue grew 10.0% in the
period reflecting product and market
launches during the year. Following our
successful trial of our upgraded Pulze
2.0 device, which validated our
consumer proposition, we launched our
new heated tobacco device in Czech
Republic and two additional markets of
Hungary and Poland. This was
supported by an expansion in our iD
stick offering with new flavour and
limited edition crushball launches.

Adjusted operating profit grew 5.5% at
constant currency driven by a strong
tobacco performance in Australia,
Africa and the Middle East. These
more than offset increased NGP
investment to fund new product and
market launches. Excluding Russia,
adjusted operating profit grew 6.2%

at constant currency.

Australia
+ 32.1% (+10 bps)
+ 4% of Group net revenue

Market size declined 15.6% with the pressure on consumer affordability as well as
record levels of illicit trade. However, we grew share, revenue and profit in Australia
as we continue to actively manage our portfolio of brands, applying revenue growth
management techniques to optimise the value creation while managing our overall
market share delivery. Our performance benefited from innovation with line
extensions in Lambert & Butler in the fifth price segment, which created a clearer
price segment architecture for our portfolio. This enabled us to deliver strong pricing
with Parker & Simpson. We also launched JPS Evolve for both cigarettes and fine cut.
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OPERATING REVIEW continued

AT A GLANCE

Gross profit*

o +36.4%

Adjusted operating
profit excluding eliminations*, **

o +17.3%

Adjusted operating margin
excluding eliminations*, **

© -339bps

Adjusting operating profit
including eliminations* **

o +17.0%

* Change at constant currency.

** Eliminations relate to sales of tobacco and
NGP product to Logista that are still held in
their inventory.

HEADLINES

+ Gross profit includes contributions
from recent acquisitions

+ Acquisitions support strategy to
accelerate growth in European
non-tobacco-related businesses

+ Better than expected adjusted
operating profit includes strong
contribution from profit on inventory
VS prior year

Distribution consists of our 50.01% stake
in Logista. Logista is a Spanish-listed
distributor of tobacco and other
convenience products as well as
providing services such as freight,
parcel and pharmaceutical logistics. It
operates an end-to-end distribution
model that covers the full value chain
from collection to point of sale, and
covers over 200,000 points of sale
across Southern Europe.

The results include the incremental
financial contribution from the
acquisitions of Herinvemol S.L., trading
as ‘Transportes El Mosca', (73.3%) and
Carbo Collbatallé S.L. (100%), which
were not in the prior year period, and
Speedlink Worldwide Express B.V.
(70%), which was included from
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February 2022. The acquisitions are in
line with Logista’s strategy to
accelerate growth in European
non-tobacco-related businesses, which
now comprise over 50% of economic
sales. Following the 60% acquisition of
Transportes El Mosca (a Spanish-based
international transportation company)
in October 2022, Logista increased its
stake in the business to 73.3% in August
2023. This is in accordance with the
original deal which enabled Logista to
increase the stake in Transportes E1
Mosca to 100% over the three years
from the date of the original deal.
Logista is now the second largest
temperature-controlled transportation
company in Spain, with both maritime
and road transportation assets. Carbo
Collbatallé, acquired in October 2022,
brings specialisation in frozen and
refrigerated transportation in the food
sector in Spain and Speedlink, acquired
in February 2022, a Dutch express,
courier company, expands the B2B
parcel business.

Gross profit — Gross profit at

£1,466 million was 36.4% higher on a
constant currency basis with strong
underlying performance across the



Full year result Change
Constant
2023 2022 Actual currency
Distribution gross profit* £fm 1,466 1,046 +40.2% +36.4%
Adjusted operating profit £fm 306 254 +20.5% +17.3%
Adjusted operating profit margin % 20.9 24.3 -341bps -339bps
Eliminations fm 2) m -100.0% -100.0%
Adjusted operating profit (inc. eliminations) fm 304 253 +20.2% +17.0%

* Distribution gross profit is Distribution revenue less the cost of distributing products. This was previously referred to as Distribution net revenue.

three key regions (Iberia, France and
Italy), further enhanced by the
contribution from acquisitions.

In Iberia, growth in gross profit was
driven in part by tobacco and related
products, with the former benefiting
from manufacturer price increases in
Spain which also led to a higher profit
on inventory than in the prior year. The
transport services recorded a strong
growth year on year, partly as a result
of the integration of the new
acquisitions. In the long-distance
segment, Logista Freight recorded
single digit growth including the
integration of Transportes El Mosca
(100% consolidated with 73.3% stake). In
the industrial parcel segment, Logista
Parcel continued to benefit from
improving demand for its services and
has started to integrate with the Carbo
Collbatallé network. Growth in the
parcel delivery business benefited from
the acquisition of Speedlink (70%) and
from single digit growth in Nacex
business. Pharmaceutical distribution
continues to expand both its customer
base and product offering.

In Italy, gross profit was supported by
good performance in tobacco and NGP
volumes together with strong growth in
convenience products, driven by
disposable vaping products. In July
2023, Logista announced the
acquisition of Gramma Farmaceutici, a
pharmaceutical distribution company
in Italy, representing the first stage of
our expansion into the pharma
segment in Italy.

In France, gross profit was impacted by
tobacco volume declines, following the
excise tax increase mid-year with
subsequent price increases by the
tobacco manufacturers, which led to a

profit on inventory much higher than in

the prior year. This was offset by the
positive performance in convenience
product distribution, driven by the
growth in disposable vaping products.

Operating profit — Adjusted operating
profit margin reduced by 339 basis
points at constant currency as the
acquired businesses diluted Logista’s
strong pre-acquisition margins. After
eliminations, the adjusted operating
profit contribution to the Group
increased 17.0% on a constant currency
basis, driven by the acquired businesses
and a strong contribution from profit on
inventory in Spain and France
following manufacturers’ price
increases in the period. Restructuring
charges of €14 million were included in
adjusted operating profit. This is in line
with our policy on adjusting items
where restructuring charges are now
not recognised as an adjusting item
after FY22.

Cash — In line with the rest of Imperial
Brands, we continue to benefit from an
inter-company cash pooling
arrangement with Logista, which
further enhances the Group’s liquidity.
On a 12-month basis, the daily average
cash balance loaned to the Group by

Logista was c.£1.8 billion, with
movements in the cash position during
the 12-month period varying from a
high of c.£2.3 billion to a low of

¢.£0.9 billion, primarily due to the
timing of excise duty payments. At

30 September 2023, the loan position
was ¢.£2.0 billion compared to
c.£2.1billion at 30 September 2022.




GROUP FINANCIAL REVIEW

«M

SUMMARY FINANCIAL INFORMATION

Volumes*

o -/.1%

led by declines in market size, offset by
market share gains

Tobacco & NGP net revenue*

o +1.4%

at constant currency, driven by robust
tobacco price mix and NGP growth

Reported operating profit

o +26.8%

reflecting impact of exit from Russia in
prior year

Adjusted operating profit*

© +3.9%

at constant currency, driven by tobacco
pricing and Logista, offset by increased
NGP losses

Reported basic EPS

0 252.4p

an increase of 52.1%

Adjusted EPS*

0 278.8p

an increase of 4.3% on a constant
currency basis

Adjusted operating
cash conversion

© 92%

2022:102%

* Excluding Russia.

Adjusted net debt/EBITDA

© 1.9x

2022: 2.0x
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Lukas Paravicini
Chief Financial Officer

This year's financial results reflect
the improving returns from our first
year of the growth phase of our
five-year strategy.

On a constant currency basis, tobacco &
NGP net revenue grew 1.4% excluding
Russia, reflecting strong tobacco price
mix and NGP growth. Group adjusted
operating profit rose 3.9%, on a constant
currency basis. Including Russia,
tobacco and NGP net revenue grew 0.7%
and Group adjusted operating profit
rose 3.8% on a constant currency basis.

Reported revenue declined -0.2%
reflecting lower excise partially offset
by higher Logista revenues. Reported
operating profit increased 26.8%
primarily driven by non-recurrence of
exit charges related to the Russian
asset disposal (£399 million) in the
comparator period.

Cash generation remains a key focus
and has supported the delivery of

£2.4 billion of free cash flow, with 92%
adjusted operating cash conversion.
The strong cash generation has enabled
us to invest behind our strategy, return
£2.3 billion to shareholders via dividend
and share buyback and to reduce
reported net debt by £0.1 billion to

£8.4 billion with adjusted net debt/
EBITDA in line with expectations,
reducing by 0.1x to 1.9x in FY23.



On a reported basis, cash flow reduced
year on year due to the £1.0 billion
share repurchase.

The strong free cash flow generation
enables us to invest behind the
strategy, a strengthened balance sheet
and return capital to shareholders.

SUMMARY INCOME STATEMENT

We have announced a further share
buyback of up to £1.1 billion of shares
during FY24. This is a 10% increase on
last year's £1.0 billion buyback, where we
repurchased 52,107,043 shares, or 5.5%
of our share capital in FY23. In support
of our progressive dividend policy,

we are also increasing our dividend per
share of 4.0% for FY23.

We anticipate our growth phase will
continue for the remainder of our
five-year strategy as the business
capitalises on the gains and
investments we have previously made.

Reported Adjusted

£ million (unless otherwise indicated) 2023 2022 2023 2022
Revenue/net revenue/gross profit*

Tobacco & NGP revenue/net revenue 21,656 22,795 8,012 7,793

Distribution revenue/gross profit 10,819 5,756 1,466 1,046
Operating profit

Tobacco & NGP 3,106 2,472 3,583 3,441

Distribution 298 212 306 254

Eliminations 2) m 2 m
Group operating profit 3,402 2,683 3,887 3,694
Net finance costs (298) mn (410) (326)
Share of profit/(losses) of investments accounted for using the equity method 7 (15) 7 9
Profit before tax 3,m 2,551 3,484 3,377
Tax (655) (886) (781) (755)
Profit for the year 2,456 1,665 2,703 2,622
Earnings per ordinary share (pence) 252.4 165.9 278.8 265.2

Dividend per share (pence)

146.82 141.17

146.82 141.17

* Reported revenue includes duty, similar items, distribution and sale of peripheral products, which are excluded from net revenue; net revenue comprises reported revenue
less duty and similar items, excluding sale of peripheral products and distribution revenue. Distribution gross profit is Distribution revenue less the cost of distributing
products. This was previously referred to as Distribution net revenue

Impact of Russia exit

On 20 April 2022, we announced the
transfer of our Russian business to local
investors. This has affected the
year-on-year performance comparison
in these results. We provide below the
contribution from our Russian business
in FY22 for key metrics in order to
facilitate comparison between the two
periods; we have also provided
year-on-year comparisons including
and excluding Russia.

FY22 Russia contribution Russia

Tobacco volume bnSE 7.8

Tobacco & NGP net

revenue fm 56
Tobacco net revenue fm 56
NGP net revenue fm -

Adjusted operating profit fm 5

Alternative performance measures
(APM)

When managing the performance of our
business we focus on non-GAAP
measures, which we refer to as adjusted
measures. We believe they provide a
useful comparison of underlying
performance from one period to the
next, as GAAP measures can include
one-off, non-recurring items and
recurring items that relate to earlier
acquisitions. These adjusted measures
are supplementary to, and should not be
regarded as a substitute for, GAAP
measures, which we refer to as reported
measures. The basis of our adjusted
measures is explained in the accounting
policies accompanying our financial
statements and the APM section within
the Supplementary Information.

Reconciliations between reported and
adjusted measures are included in the
Supplementary Information.
Percentage growth figures for adjusted
results are given on a constant
currency basis, where the effects of
exchange rate movements on the
translation of the results of our
overseas operations are removed.

While we believe that adjusted
performance measures can provide
helpful information which supplements
reported measures, we are also aware of
the need to ensure that an appropriate
balance is maintained between the two
sets of reporting metrics, with adjusted
disclosures not being given greater
prominence than GAAP measures. This
year, we have included adjusted
performance measures to exclude our
exit from Russia in April 2022.
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GROUP FINANCIAL REVIEW continued

GROUP RESULTS - ADJUSTED CONSTANT CURRENCY ANALYSIS

Full year Full year
ended 30 Constant ended 30 Constant cc change
£ million September Foreign currency  September currency excluding
(unless otherwise indicated) 2022 exchange  movement 2023 Change change Russia*
Tobacco & NGP net revenue
® Europe 3,039 56 145 3,240 6.6% 4.8% 4.8%
® Americas 2,826 120 (134) 2,812 (0.5)% (4.7% (4.7)%
Africa, Asia, Australasia and Central & Eastern Europe 1,928 12) 44 1,960 1.7% 2.3% 5.3%
Tobacco & NGP net revenue 7,793 164 55 8,012 2.8% 0.7% 1.4%
Tobacco & NGP adjusted operating profit
® Europe 1,447 6 29 1,482 2.4% 2.0% 2.0%
® Americas 1,179 56 22 1,257 6.6% 1.9% 1.9%
Africa, Asia, Australasia and Central & Eastern Europe 815 (e) 45 844 3.6% 5.5% 6.2%
Tobacco & NGP adjusted operating profit 3,441 46 96 3,583 4.1% 2.8% 2.9%
Distribution
Gross profit 1,046 40 380 1466 40.2% 36.4%  36.4%
Adjusted operating profit including eliminations 253 8 43 304 20.2% 17.0% 17.0%
Group adjusted results
Adjusted operating profit 3,694 54 139 3,887 5.2% 3.8% 3.9%
Adjusted net finance costs (326) (22) (62) (410) 25.8% 19.1% 19.1%
Adjusted eps (pence) 265.2 2.5p N.1p 278.8 5.1% 4.2% 4.3%
* Constant currency movement excluding Russia.
Volumes, Tobacco & NGP net revenue Adjusted operating profit
bn SE (actual FX rate), £m (actual FX rate), £m

@ Europe 89.9bn SE @ Europe £3,240m @ Europe £1,482m
® Americas 20.7bn SE ® Americas £2,812m ® Americas £1,257m
AAACE 87.4bn SE AAACE £1,960m AAACE £844m
Distribution £304m
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SALES PERFORMANCE - Reported revenue declined -0.2% * Aggregate market share growth in

reflecting lower excise due to volume our top-five priority markets of
declines partially offset by higher +10bps (FY22: +35bps).
R ted Logista revenues. + Tobacco price mix was strong at
eported revenue o " o
P - Tobacco & NGP net revenue grew +7.9% due to positive pricing.
o _O 20/0 +1.4% at constant currency excluding Inpludlng our exit from Russia, price
" Russia, comprising +0.7% from mix was up +10.4%.
tobacco and +26.4% from NGP; + NGP net revenue increased +26.4% at
including Russia, net revenue grew constant currency, led by product
Tobacco & NGP net revenue* by +0.7%. and market launches in Europe and
o) - Tobacco volume was down -7.1%, AAACE, offsetting continued declines
(1) +.| .4 /0 reflecting declines across Europe, in the USA.
Americas and AAACE as a result of + Translation FX was favourable at
pressure on consumer spending; +2.1% due to average sterling
* excluding Russia, at constant currency. including Russia, tobacco volumes Weakening against the dollar
were down -10.4%. and euro.
1.4% 2.1% 3.5%
I

£(56)m £(538)m £594m £55m £164m
FY22 Tobacco Russia FY22 Tobacco Tobacco Tobacco NGP FY23 Constant  Translational FX FY23 Tobacco &
& NGP net & NGP net revenue volume price/mix net revenue currency tobacco & NGP net revenue
revenue (ex-Russia) NGP net revenue
OPERATING PROFIT - Reported Group operating profit of + Tobacco adjusted operating profit
) K . ; o,
£3,402m increased by +26.8% primarily increased by +4.1% at constant
driven by non-recurrence of exit currency and excluding Russia,
. . charges related to the Russian asset reflecting strong pricing offsetting
Reported operating profit disposal (£399m) in FY22 volume declines. Including Russia,

tobacco adjusted operating profit rose
+3.9% at constant currency.

+ NGP losses increased +48.3% at
constant currency as we increased

Adjusted Group operating profit
increased +3.9% at constant currency
and excluding Russia, driven by Logista
performance and strong tobacco

© +26.8%

Group adjusted operating profit* pricing offsetting tobacco volume investment behind product and
declines and increased NGP losses. market launches.

0 +3.90/0 Including Russia, Group adjusted + Translation FX of +1.5% reflects
operating profit increased +3.8%. average sterling weakening against

the dollar and euro.

* excluding Russia, at constant currency.

3.9% 1.5% 5.4%

£(5)m £143m £(42)m £43m £54m
FY22 adjusted Russia FY22 AOP Tobacco NGP losses Logista and elims FY23 adjusted Translation FX FY23 adjusted
operating profit (ex-Russia) performance operating profit at operating profit

constant currency
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GROUP FINANCIAL REVIEW continued

EARNINGS PER SHARE - Reported EPS increased +52.1% to growth at Logista. Including Russia,
252.4 pence driven by higher reported adjusted EPS grew +4.2%.

operating profit and a reduction in

Reported EPS ;a; charge relating to favourable
movements.

o +52 .-IO/O + Adjusted EPS was 278.8 pence, up

+4.3% at constant currency and
excluding Russia, due to increased
adjusted operating profit and a lower

Adjusted EPS* share count as a result of the share
buyback programme, offset by higher
(1) +4_30/0 finance costs and minority interest

costs, the latter reflecting higher

* excluding Russia, at constant currency.

4.3% 0.9% 5.2%
L T
H (0.4)p 264.8p 15.1p (6.6)p 1.9)p (2.0)p 7.0p 2.5p
FY22 Russia FY22 Operating Interest Minorities & Tax Number of FY23 Translation FY23
Adjusted EPS Adjusted EPS profit JV shares Adjusted FX Adjusted EPS
ex-Russia constant
currency EPS
SUMMARY CASH FLOW STATEMENT
Reported Adjusted
£ million (unless otherwise indicated) 2023 2022 2023 2022
Group operating profit 3,402 2,683 3,887 3,694
Depreciation, amortisation and impairments 632 660 270 244
EBITDA 4,034 3,343 4,157 3,938
Loss on disposal of subsidiary 1 428 - -
Profit on disposal of assets (39) - - -
Other non-cash movements 70 56 7 (20)
Operating cash flows before movement in working capital 4,066 3,827 4,164 3,918
Working capital (347) 40 (347) 40
Tax cash flow (590) (681 (590) (681
Cash flows from operating activities 3,129 3,186 3,227 3,277
Net capital expenditure (254) a77 (254) a77)
Restructuring - - (98) 9n
Cash interest (407) (358) (407) (358)
Minority interest dividends (104) (89) (104) (89)
Free cash flow 2,364 2,562 2,364 2,562
(Acquisitions)/disposals (183) 14 (183) 14
Shareholder dividends 1,312) (1,320) 1,312) (1,320)
Share buyback (1,006) - (1,006) -
Purchase of ESOT shares - Q) = M
Net cash (outflow)/inflow a37) 1,255 a37) 1,255
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CASH FLOW

Cash flows from operating activities
were £3,129 million
(2022: £3,186 million).

As anticipated, capital expenditure of
£254 million was also higher than the
prior year (2022: £177 million) and is
anticipated to increase in 2024 to

within an expected range of
£300 million to £350 million. The
increased capital expenditure is

supporting projects to drive simplified
and efficient operations in line with our

strategic plan.

Adjusted operating cash conversion was
92% (2022:102%) on a 12-month basis.

£ million (unless otherwise indicated) 2023 2022
Adjusted operating profit 3,887 3,694
Cash flow from operating activities post capital expenditure pre interest and tax 3,563 3,781
Adjusted operating cash conversion 92% 102%

Free cash flow of £2,364 million

(2022: £2,562 million) was below the
prior year primarily due to the lower
cash flows from operating activities,
the increase in capital expenditure and
increased interest costs due to the

Restructuring cash costs were

£98 million (2022: £91 million).

We have cash spend from our three
previous restructuring programmes:
Cost Optimisation Programme I

of £24 million (2022: £11 million),

£61 million (2022: £56 million) and other
restructuring costs of £3 million.
Together, the total cash spend for all
three restructuring programmes is
anticipated to be £1,558 million, of
which £1,346 million has been spent to

higher cost of debt. Cost Optimisation Programme II of date. The remaining cash spend is
£10 million (2022: £19 million) and the ongoing, although is not expected to be
2021 Strategic Review Programme of in excess of the existing provisions.
£ million 2023 2022
Restructuring cash cost 98 9l
Cumulative to date 1,346 1,248
Anticipated total 1,558 1,558

The net cash outflow of £137 million
(2022: £1,255 million inflow) reduced
year on year, reflecting the share
buyback programme and higher
acquisition costs compared to the prior
year. Acquisition costs were

£183 million (2022: £14 million income)
and relate to Imperial’s acquisition of a
range of nicotine pouches to be

launched in the US and that we
announced in June and Logista’s
acquisition of Transportes El Mosca

(73.3%) and Carbo Collbatallé S.1. (100%),

all of which completed in the period.
The £1.0 billion share buyback
announced in October 2022 also
completed in the period. We have

announced a further share buyback of
up to £1.1 billion of shares during FY24.

RETURN ON INVESTED CAPITAL

Return on invested capital (ROIC)
increased by 80 basis points, driven by
an increase in net adjusting operating
profit after tax. ROIC was 18.5%

(2022: 17.7%).

Adjusted operating profit increased by
£193 million. This offset the increase of

£64 million in average annual capital
to drive an improvement in returns.

Our FY23 invested capital has reduced
compared to the prior year mainly due

to the translational FX impact on
intangible assets.

£ million 2023 2022
Reported operating profit 3,402 2,683
Adjusting items (APM section within Supplementary Information) 485 1,01
Adjusted operating profit 3,887 3,694
Equivalent tax charge 871) (827)
Net adjusted operating profit after tax 3,016 2,867

Working capital

(2,567) (2,823)

Intangible assets 16,944 17,777
Property, plant and equipment 1,617 1,659
Invested capital 15,994 16,613
Average annual invested capital 16,304 16,240
Return on invested capital 18.5% 17.7%
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GROUP FINANCIAL REVIEW continued

ADJUSTED NET DEBT/EBITDA

Adjusted net debt reduced £28 million
to £8,026 million (2022: £8,054 million)
in the year, as continued strong cash
generation supported additional return
of capital to shareholders via a share
buyback. Adjusted net debt/EBITDA
reduced to 1.9x from 2.0x, in line with
previous guidance.

Reported net debt reduced by

£54 million to £8,438 million

(2022: £8,492 million). Excluding
accrued interest, lease liabilities and the
fair value of interest rate derivatives
providing commercial hedges of
interest risk, Group adjusted net debt
was £8,026 million

(2022: £8,054 million).

£ million 2023 2022
Reported net debt (8,438) (8,492)
Accrued interest 125 105
Lease liabilities 349 248
Fair value of interest rate derivatives (62) 85
Adjusted net debt (8,026) (8,054)
Adjusted EBITDA 4157 3938
Adjusted net debt/EBITDA 1.9x 2.0x

RECONCILIATION BETWEEN REPORTED AND ADJUSTED PERFORMANCE MEASURES

Operating profit Net finance (costs)/income Earnings per share (pence)

£ million unless otherwise indicated 2023 2022 2023 2022 2023 2022
Reported 3,402 2,683 (298) m7n  252.4 165.9
Russia, Ukraine and associated markets 4 399 - - 0.4 422
Amortisation & impairment of acquired intangibles 347 349 - - 38.0 35.4
Restructuring costs - 197 - - - 15.6
Fair value adjustment and impairment of other financial assets 36 37 - - 3.4 39
Loss on disposal of subsidiaries 1 29 - - 0.1 2.2
Acquisition and disposal costs - - - - 0.5
Excise tax provision - (C)] - - - (1.0)
Charges related to legal provisions 85 - - 6.4 -
Structural changes to defined benefit pension schemes 12 - - 1.0 0.4
Brand impairment in equity accounted joint venture - - - - 25
Net fair value and exchange movements on financial instruments - (149) (201) (25.8) (1.9
Post-employment benefits net financing income - 3) 8) (1.4) (0.8)
Tax settlement interest costs - 50 - 5.2 -
Recognition of deferred tax assets - - - (23.0) -
Provision for state aid recoverable - - - - 10.7
Uncertain tax positions - - - 22.4 (6.7)
Deferred tax on unremitted earnings - - - - .7
Tax on unrecognised losses - - - - 0.8
Adjustments above attributable to non-controlling interests - - - (0.3) (1.8)

Adjusted

Adjusting items

The main reconciling items of the
Group's reported to adjusted operating
profit are shown above.

In the period to 30 September 2023
adjusting items relate mainly to
amortisation of acquired intangibles of
£347 million (2022: £349 million) and
fair value movements on derivative
financial instruments £(149) million
(2022: £(201) million).

Adjusting items in the prior period
included net charges associated with
Russia, Ukraine and associated markets
which are significantly reduced in the
current year to £4 million

(2022: £399 million).

We have not treated restructuring costs
as adjusting items in the FY23 results.
Restructuring charges of £197 million in
the prior year relate to the 2021
Strategic Review Programme which is
now complete. There will be ongoing
cash spend from past restructuring
programmes.

During the period factory footprint
rationalisation costs were supported by
profit on sale of former operational
sites and have not been included in
adjusted items.

Finance costs

Adjusted net finance costs were higher
at £410 million (2022: £326 million),
reflecting higher interest rates in all
major currencies during the year.
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(410) (326) 278.8 265.2

Reported net finance costs were

£298 million (2022: £117 million),
incorporating the impact of net fair
value and foreign exchange gains on
financial instruments of £149 million
(2022: £201 million), post-employment
benefits net financing income of

£11 million (2022: £8 million) and tax
settlement interest costs of £50 million
(2022: nil). The net fair value gains of
£139 million on financial instruments
are primarily due to positive valuation
movement of the Group’s interest rate
derivatives reflecting increasing
market interest rate expectations in
the year.



Our all-in cost of debt increased to 4.3%
(2022: 3.5%) due to the refinancing of
naturally maturing cheaper debt at
higher rates and the impact of rising
interest rates on the proportion of our
debt that was not hedged.

Our interest cover decreased to 10.1x
(2022:12.1x) reflecting the increased
adjusted net finance costs.

Given the rising interest environment,
we expect upward pressure on finance
costs going forward although we have
hedging in place for 80% of our
expected debt in FY24.

Taxation

Our adjusted effective tax rate is 22.4%
(2022: 22.4%) and the reported effective
tax rate is 21.1% (2022: 34.7%). The
adjusted effective tax rate is in line with
the prior year and our previously issued
guidance for year ended 30 September
2023. The adjusted tax rate is lower
than the reported rate due to limited tax
relief arising on foreign exchange gains
that arise on consolidation, the
recognition of deferred tax assets for
intangibles in the Group’s Dutch
business and an increase in uncertain
tax positions in the Group's French and
German businesses.

We expect our adjusted effective tax
rate for the year ended 30 September
2024 to be around 23%.

The effective tax rate is sensitive to the
geographic mix of profits, reflecting a
combination of higher rates in certain
markets such as the USA and lower
rates in other markets such as the UK.
The rate is also sensitive to future
legislative changes affecting
international businesses such as
changes arising from the OECD'’s
(Organisation for Economic
Cooperation and Development) Base
Erosion and Profits Shifting (BEPS)
work. Whilst we seek to mitigate the
impact of these changes, we anticipate
there will be further upward pressure
on the adjusted and reported tax rate in
the medium term.

Our Group tax strategy is publicly
available and can be found in

the Governance section of our
corporate website.

Exchange rates

Foreign exchange had a positive impact
on Group adjusted operating profit and
adjusted earnings per share at constant
currency (1.5% and 0.9%, respectively).
Sterling weakened against the US dollar
(4.3%) and weakened against the euro
(2.7%). Other major currencies remained
broadly flat compared to the prior year.

Dividend payments

The Group paid two interim dividends
of 21.59 pence per share in June and
September 2023.

The Board has approved a further
interim dividend of 51.82 pence per
share and will propose a final dividend
of 51.82 pence per share bringing the
total dividend for the year to 146.82
pence. This represents a 4.0% increase
to the amount of 141.17 pence per share
paid in the prior year and is in line with
the Group's progressive dividend policy.

Dividend payments Amount (pence)

The annual dividend represents a
payout ratio of 52.7% with respect to
basic earnings per share.

The third interim dividend will be paid
on 29 December 2023 to shareholders
registered on 24 November 2023.
Subject to AGM approval, the proposed
final dividend will be paid on 28 March
2024 to shareholders registered on

16 February 2024.

Ex-date

Record dates

Payment date

First interim 2159  25-May-23  26-May-23  30-Jun-23
Second interim 21.59 17-Aug-23 18-Aug-23  29-Sep-23
Third interim 51.82  23-Nov-23  24-Nov-23  29-Dec-23
Final 51.82 15-Feb-24 16-Feb-24  28-Mar-24

Funding/liquidity

During the year, we repaid the
remaining $354 million balance of our
February 2023 $1.0 billion bond and our
€750 million bond in August 2023. We
issued bonds of €350 million in the year
with a coupon of 5.25%, maturing in
February 2031. In September 2023, we
swapped our remaining US dollar bonds
to euro, therefore closing adjusted net
debt was materially all euro. As at

30 September 2023, the Group had
committed financing in place of around
£12.9 billion, which comprised 28% bank
facilities and 72% raised from capital
markets. During the year the maturity
date of €3,125 million of the Group'’s
existing syndicated multicurrency
facility was extended to 30 September
2026. Two further tranches of

€184 million each were not extended
and therefore maintain their maturity
dates of 30 September 2025 and

30 March 2026, respectively. The Group
also put in place an additional

£550 million of committed bilateral
bank facilities with maturity dates in
September 2024.

The Group remains fully compliant with
all our banking covenants and remains
committed to retaining our investment
grade ratings.

Vo L

Chief Financial Officer
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PRINCIPAL RISKS AND UNCERTAINTIES

RISK

Risks represent the various potential
outcomes that are managed whilst
implementing the Group’s strategy.
Imperial defines a risk as the exposure
to the consequences of uncertainty.
Risk is anything that could disrupt the
achievement of the Group's strategy
and objectives.

The Board and management have
reviewed the risk landscape (current
and emerging) and related profiling, with
risk mitigations and impacts assessed.

Many of these risks are external and
cannot be fully mitigated, and while the
Group continues to monitor its risk
landscape, there can be no guarantee

RISK CAUSES

As a Group we face a number of issues
which we treat as causes of current
risks rather than evaluating them as
risks in themselves. By adopting this
approach we ensure consideration of
impacts and required mitigations
across the business, and increase the
effectiveness and accountability for
assessments on a "bottom-up” basis,
enabling local and Group initiatives to

be developed to optimise our responses.

Climate risk

The impacts of climate risk on

the business have been evaluated
across the Group in relation to their
impact on existing risks. Key impacts
exist within our manufacturing
footprint and wider supply chain, with
short- and long-term consideration of
possible vulnerabilities and required
mitigations to ensure resilience.

Inflation

The impact of inflationary pressures
on both the business and consumers
has been assessed as part of

risk assessments.

that additional risks will not arise, or
that other known risks not mentioned
increase in materiality.

RISK APPETITE

The Board is responsible for setting the
Group's risk appetite and has completed
its annual exercise to ensure this is
aligned to, and supports, delivery of the
Group strategy.

The resultant risk management
approach supports the achievement of
objectives and the Board’s wider
responsibility for risk management
through clear communication of the
expected outcomes of key controls and
related monitoring.

RISK LANDSCAPE

The Group operates in highly competitive
multinational markets and faces general
commercial risks associated with a
large fast-moving consumer goods
(FMCG) business.

Imperial constantly assesses and
evaluates the risks posed by the
changing environments in which the
Group operates, whether geopolitical,
socioeconomic or technological. The
consideration of potential impacts and

This creates a more dynamic feedback
between "bottom-up”, “top-down” and
cross-functional perspectives, ensuring
the broadest consideration of impacts

and mitigations.

Geopolitical risk

The Group is exposed to geopolitical
and economic conditions of the
countries and regions in which it
operates, which could impact its
largest markets and may affect
continuity of supply.

Any adverse geopolitical or economic
developments in, or affecting, the
Group's key countries and regions,
including, but not limited to, increased
international trade tensions or the
outbreak of conflict could impact the
Group and its operations.

The identification and effective
mitigation of geopolitical risks has
become an increasingly important
factor within the Group's operational
continuity planning for our internal
resilience and the resilience of our
wider supply chain, key customers and
service providers. This consistent and
complete assessment better informs
Group actions.
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most likely causes ensures a timely,
measured and appropriate response.

The Group, along with all other
businesses, has continued to be
impacted by inflationary pressures.
This has resulted in increased
commodity and energy prices as well
as sustained economic pressures on
consumer spending.

RISK MANAGEMENT FRAMEWORK

The framework is designed to ensure
accountability for the identification,
assessment and mitigation of risks
throughout the business, supported by
appropriate capabilities.

The success of the risk management
approach relies upon the effectiveness
of the control frameworks in place to
manage risks and seize opportunities
that arise.

Imperial’s approach to governance, risk
management and internal control
follows the “three lines model’, which
enables the business to achieve its
strategic objectives while remaining
aligned to the Board's risk appetite.

EMERGING RISKS

As part of the risk assessment performed
by the Group Risk Committee and the
Board, emerging risk topics have been
discussed and considered.

Mass generative Al availability

A risk being considered is that of
widely available, generative artificial
intelligence rapidly surpassing our
organisational ability to understand
and respond to associated risks or
capitalise on its opportunities. The
Group continues to assess this
emerging risk to identify opportunities
and develop mitigations.

Regulatory change

Due to the highly regulated nature of
the industry the Group operates in, new
regulatory change risks are
continuously emerging.

The Group considers any emerging
regulatory change risks beyond the
general three-year risk horizon, so that
mitigations can be developed to
manage the impacts of future changes.

Further regulatory changes are being
considered in the UK, with a generational
smoking ban and further restrictions on
EVP products proposed. The Group is
assessing this emerging risk and
developing appropriate mitigations.



Who is involved?

What activities are completed?
Assessment and evaluation of risks

How do we confirm risks are managed?

Board

Oversight of the Group's internal control systems,
risk management process and framework
Provides operational and strategic risk
perspectives, ensuring these are considered in
Group strategy

Sets the Group's risk appetite annually

Reviews the Group’s principal risks and
considers emerging risks and themes identified
in six-monthly risk assessment process

+ Oversees risk management approach

and reporting

- Reviews results of semi-annual risk

assessment, including the Group’s
principal risks

- Discusses and agrees risk appetite for the

Group's principal risks

Audit
Committee

Obtains and reviews scope, quality and results
of assurance provided by internal and

external audit

Reviews results of six-monthly risk assessment
and provides assurance over the operation of the
risk management framework

+ Oversees risk management approach

and reporting

+ Regularly reviews results of assurance activities

ELT

“Top-down”

High-impact risks identified in “bottom-up”
assessments are consolidated for review by ELT
Considers emerging risks and themes identified
in risk assessment process

Regularly reviews results of Group Controls
Matrix (GCM) internal control testing

+ Reviews results of assurance activities

to ensure effective closure of any
observations raised

Risk
Committee

Provides “top-down” insights to risk
assessment process

Considers emerging risks and themes identified
in risk assessment process

Provides input into development of risk
management activities

+ Meets throughout the year to oversee risk

management approach and reporting

+ Reviews results of assurance activities to

ensure the effectiveness of risk mitigations

Third Line

Group Internal Audit performs risk-based,
challenging audits and provides insights and
recommendations to the Audit Committee
and management

+ Provides the Board with independent

assurance over the effectiveness of
the design and operation of the
Risk Management Framework

+ Provides audit reports and reporting to

management and the Audit Committee

Second Line

“Bottom-up”

Evaluation of functional risk registers by subject
matter experts, in line with Board risk appetite,
including review of first line risk assessments
Review and agreement of functional risk
registers by functional leadership teams, with
minimum six-monthly formal update

Formal completion of legal and regulatory
disclosures (e.g. ESG-related, TCFD, Human
Rights, Group Science regulatory certifications)

+ Define and implement policy and risk

management activities aligned to risk appetite

+ Provide support to business in design and

implementation of local mitigations

+ Monitor effectiveness of mitigations through

Key Risk Indicators/Key Performance
Indicators and assurance activities

+ Review results of GCM testing and identify

common themes

- Review results of assurance activities to

ensure effective closure of observations raised

First Line

Local ownership and accountability for
completion and continued update of risk register,
with minimum six-monthly formal update
Local leadership team input to review and
formally agree risk assessment outcomes
Approach includes requirement to assess
effectiveness of related risk mitigations on an
ongoing basis

Completion of regular key control testing across
the business — Group Controls Matrix (GCM)
communicates key requirements and

required testing

+ Leadership accountability for risk assessment

and mitigation effectiveness

+ Regional leadership team oversight and input
+ Dedicated Global Business Services (GBS)

Compliance function responsible for
facilitating compliance activities in selected
First Line operations

+ Management certification of compliance with

Group policies, GCM financial control
compliance, laws and regulations and
notification of fraud on a six-monthly basis

The mitigation and management of identified risks is vital to the success of the Group. The Group's risk management and internal
control framework and related reporting are further discussed in the Audit Committee report on page 134.
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PRINCIPAL RISKS AND UNCERTAINTIES continued

Not all of these principal risks are
within Imperial’s direct control, and
the list cannot be considered to be
exhaustive, as other risks and
uncertainties may emerge in a
changing business environment.

An illustration of the primary impact
each risk might have on relevant
strategy elements and the change in
profile of the risk compared to the
previous year is included.

The risks reported are those currently
considered by the Board to have the
most likely impact on achievement of
the Group's objectives.

This year the previously reported tax
legislation risk is no longer considered
as a principal risk to the Group, and is
not included below. The People and
Organisation risk has been replaced by
‘Effective management of
organisational transformation’.

Principal risk

PRICING, EXCISE OR OTHER PRODUCT TAX
OUTCOMES NOT IN LINE WITH BUSINESS
PLAN ASSUMPTIONS OR EXPECTATIONS

Risk profile:

Strategic impacts: C

Focusing on our priority markets
Driving value from our broader portfolio

Failure to achieve planned pricing strategy could impact
achievement of objectives and targets. Failure to identify or
manage increases, or proposed increases, in excise or other
product-related taxes, or changes in tax structures, could
impact achievement of objectives

Changes have been made to the way in
which some of the remaining principal
risks have been described.

Change in year

+ Pricing pressures resulting from sustained inflationary impact on

consumer spend, triggered by unprecedented increases in prices
for fuel, food and other commodities

+ Continued development of EU Excise Directive, which may

include tax across next generation product (NGP) categories,
with new rates to apply from FY27

MANAGEMENT OF POTENTIAL ADVERSE
REGULATORY CHANGE AND RESPONSE TO
REGULATORY CHANGE

Risk profile:

Strategic impact: (o)

Focusing on our priority markets
Building a targeted NGP business

Regulatory change aimed at further de-normalising the
sale, marketing and consumption of tobacco and nicotine
products adversely impacts the Group's products, markets,
manufacturing processes, customers and/or consumers
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+ The FDA is expected to release final product standards that would

ban menthol cigarettes and characterising flavours in cigars in
the US by the end of 2023, though implementation is unlikely
before FY25, if at all. Legislative proposals restricting flavours at
state and local levels remain of concern. A separate regulatory
proposal to implement a maximum nicotine level in cigarettes
is unlikely to be implemented within the Group’s three-year
risk horizon

+ Generational smoking ban and further restrictions on EVP

products proposed in the UK. The proposed generational smoking
ban would have a gradual impact from 2027 onwards

+ Wider alignment between Tobacco and NGP regulation could

arise in the EU under reforms to EU Tobacco Products Directive
(EUTPD) and other legislation, and globally as a result of decisions
made at the WHO Conference of Parties

+ Single use plastics Extended Producer Responsibility legislation

introduced in the EU and the UK with expected financial impact
from FY24

- Disposable vapes face political pressure in Europe
+ Australia’s National Tobacco Strategy seeks to further standardise

product, pack and marketing by 2025

+ New Zealand's law prohibiting all but "very low nicotine”

cigarettes will be implemented in 2025 and combines with other
generational and retail restrictions

+ Heated tobacco characterising flavour ban in Europe



RISK ASSESSMENT PRINCIPLES

+ Risk assessments are aligned with
the business planning cycle and
strategic objectives, focusing not only
on the identification and assessment
of risks, but most importantly on the
effectiveness of the mitigations
in place

+ Imperial adopts a dynamic approach
which facilitates and collates views
from functional risk owners and a
broad spectrum of other relevant
stakeholders, providing end-to-end

Impact

+ In markets where consumers are
increasingly price-conscious, high price
increases impact product demand and
volumes sold

+ Pricing pressures may result from
significant pressures on consumer
disposable income, as well as increases
in taxation further increasing product
price. This could result in downtrading to
lower price products/categories or an
increase in the attractiveness of illicit
product, impacting sales volumes

+ Counterfeit and illicit trade thrive in
high-excise environments, reducing the
size of the legitimate tobacco market,
increasing risks to consumers from
non-compliant product, and financing
organised crime

+ Inferior, unregulated counterfeit product
could result in damage to brands

insights from a wide collection of
second line experts — enabling a
richer, more balanced perspective on
current and emerging risks .

+ Current and emerging risks are
considered on an ongoing basis
across the business, with a general
three-year horizon (though longer
where applicable, e.g. climate risk).
This horizon ensures appropriate
focus and includes consideration of
changes in the causes of existing
risks (e.g. specific proposed

Mitigation

+ Subject matter experts assess global excise
risks and model price elasticity to ensure the

business plan and strategy are developed and

aligned to consumer insights

+ The Group'’s Revenue Growth Management
function is responsible for the identification
and management of strategic commercial
opportunities arising from excise change

+ Tools in use to better model and predict
impacts of excise, inflation and other
consumer pressures

+ Pricing strategies regularly reviewed by
regional leadership teams

+ Engagement with authorities providing
informed input and evidence about the

unintended consequences of disproportionate
changes in product taxation, supported by the

Group's Regulatory and Anti-Illicit Trade teams

regulatory change) ensuring timely
evaluation of the effectiveness of
current and future mitigations
Specific risk topics are presented to
the Board, Audit Committee and ELT
during the year. These discussions
provide further detail from first and
second line management on their
risk management responsibilities

Opportunity

+ The development of the Group
strategy includes analysis of
planned and potential changes
in product taxation to identify
and ensure investment
opportunities across our range
of products

+ Tailored product portfolio
offerings at a local level, within
and across categories, allow for
any relative commercial
advantage from excise
mechanisms to be realised

+ Opportunity for use of
technology and artificial
intelligence-enabled tools to
analyse, simulate and better
predict price and promotion
MoVves across our categories

+ Regulatory change can restrict product
specification (e.g. menthol or other
flavour ban), consumer interaction, and
product supply, and place restrictions on
consumers’ ability to enjoy our products
(potentially impacting sales volumes and
market size), and to access potentially
reduced-risk nicotine products

+ Compliance with increasingly complex
regulatory requirements increases the
risk of both additional cost to the Group
and inadvertent non-compliance, which
could result in investigation, regulatory
censure, financial penalty and
reputational damage

+ Where interpretation of regulation is
required, judgements made can lead to
dispute or investigation by regulators
and result in possible related financial
costs or reputational damage even where
no fault is proven

+ Areviewed set of Group public policy
positions is in place to align with
regulatory developments

+ Engagement with regulatory authorities

+ Subject matter experts employed to assess
the impacts of proposed regulatory change
and Group-wide impacts

+ Project teams in place to manage the
impacts of regulatory change, ensuring
required compliance is achieved and
opportunities identified

+ Legal action can be taken to defend
against or prevent regulatory change where
this impacts legal freedoms

+ While stringent regulation
proves a burden on all firms,
the burden is less on those that
operate from an existing high
baseline of responsibility and
have advanced compliance
systems

+ Regulation can benefit
consumers and responsible
market players through
preventing less responsible
companies from discrediting
product categories

+ Some global regulators have
adopted a policy of tobacco
harm reduction, which
recognises the reduced risk
that non-combustible nicotine
products offer adult smokers in
comparison to cigarettes and
other traditional combustible
products
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PRINCIPAL RISKS AND UNCERTAINTIES continued

Principal risk

PRODUCT SUPPLY FAILS TO MEET MARKET
DEMANDS

Risk profile:

Strategic impact: (o)

Focusing on our priority markets
Building a targeted NGP business

Failure to ensure timely supply of products demanded by
markets which meet quality, regulatory and cost
requirements. Availability issues could result in loss of
sales and could be caused by production, planning or
logistical issues, or failure to be able to produce/develop
formats aligned to consumer needs

Change in year

+ Continued global cost inflation, notably in leaf, non-tobacco

materials and conversion costs, has impacted, and will continue
to impact, the cost of goods. The Russian invasion of Ukraine has
continued to impact energy prices in Europe

+ Pressures on the Group’s logistics supply chain have eased due to

the relaxation of regional COVID-19 lockdown restrictions

+ Geopolitical tensions have continued to increase, with the

potential to impact global supply chains if there are any adverse
developments in, or affecting, the Group's key countries
and regions

+ Continuing frequency of adverse weather globally due to climate

change potentially impacting supply chains, notably cigar
operations in our Caribbean factories and Philippines

MAJOR INCIDENT RESULTING FROM CYBER OR
SIMILAR TECHNOLOGY RISK

Risk profile:
Strategic impact: ¢

Simplified and efficient operations

Cyber-attack or other technology incident results in a major
system outage or loss, theft or corruption of sensitive data.
The criticality of Group systems, notably those which are
Track-and-Trace related, continues to increase, with key
reliance on system availability both internally and through
the supply chain

+ The Group continues to operate in an external environment with

heightened geopolitical risk, including in a number of the Group's
markets and regions, which highlights the continued risk of
corporate cyber-attacks, notably ransomware

- Increasing trend in security incidents reported within our

extended supply chain, emphasising the importance of our
commitment to third-party security controls

PRODUCT PORTFOLIO AND INTERACTIONS
WITH CONSUMERS NOT ALIGNED TO
CONSUMER PREFERENCES

Risk profile:

Strategic impact: » )

Consumer at the centre of the business
Building a targeted NGP business

Product portfolio not aligned to consumer needs or
demands, and/or product development not sufficiently agile
to respond to changes in preferences. Brand strength is not
sufficient to attract or retain customers
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+ Continued emergence and growth of new low-price tiers across

many markets

+ Continuation of downtrading trend in which consumers become

increasingly value-driven due to inflationary pressures on
disposable income and increasing taxes on tobacco products

+ Evolving consumer preferences in NGP categories, including a

shift towards disposable vapes



Impact

+ Loss of key manufacturing site or
capacity could impact the Group’s ability
to meet short-term production demands

+ Failure to supply markets could result in
loss of short-term sales volume, with
potential loss of consumer loyalty
possibly impacting longer-term volumes

+ Failure to manage cost inflation could
result in increased cost of goods

+ Severe weather episodes could impact
raw material supply, manufacturing sites
and warehousing, potentially affecting or
increasing the cost of short-term supply
to markets

+ Alack of availability of raw materials
could impact short-term supply to
markets

+ Product quality issues could impact
customer satisfaction, potentially
damaging brand equity and future sales

Mitigation

+ Robust demand planning process and supply
chain management aligned to changing
market environment

+ Material stocks (leaf and non-tobacco)
maintained in line with assessed supply
continuity risks, and aligned to sales
forecast requirements

+ Production capacity planning includes agreed
continuity measures in the event of machine
failure or site issue

+ Supplier agreements, standards and practices
include requirement to comply with Group
policies and Code of Conduct

+ Ongoing supplier reviews include quality, ESG
and continuity-related scope

+ Learnings from disruptive crisis events to
date incorporated into strategic and
operational processes and plans

Opportunity

- Operations continue to supply

quality, compliant products
whilst improving agility and
scalability, catering for demand
shifts and opportunities to
contain underlying costs whilst
maintaining standards and
actions of a responsible
manufacturer

+ Loss of critical systems could impact
product supply to distributors or retailers

+ Failure to protect personal data could
result in regulatory breach and related
censure, financial penalty and
reputational damage

+ Cyber breach could result in loss of
sensitive corporate data, Impacting
achievement of strategy, reputational
damage, significant cost to the Group or
lost competitive advantage

+ Enterprise Security Office set up to
continually improve approach

+ Cyber risk assessment completed, and
actions implemented to protect business

+ Vulnerability scanning in place to ensure
ongoing vulnerability identification

+ External penetration testing completed on an
ongoing basis

+ Ongoing investment in security
monitoring tools

+ Modernisation of critical site network
security controls (e.g. firewalls)

+ Crisis management scenario planning and
response activities in place and tested

Continued modernisation of
the Group's IT environment
alongside the Group's security
awareness and culture
programme provide
opportunity to further mitigate
cyber risk exposure

« If the Group's product portfolio fails to
meet consumer preferences, then
reduced demand will result in lower
sales volumes and reduced brand equity

+ Failure to identify changes in consumer
trends could result in lost opportunities,
notably in our NGP categories where
innovations are more prevalent

+ Failure to ensure effective
implementation of market or retail
initiatives could result in lost
opportunities, wasted investments and
potential loss of share

-+ Failure to act upon consumer insights
could prevent opportunities from being
seized and impact growth

+ Failure to identify intellectual property
(IP) constraints in the innovation of new
products could impact development and/
or launch, limiting the ability to respond
to competitor offerings

+ Wide portfolio across all combustible
value tiers

+ NGP launches across categories, including a
disposable device

+ Continued investment in advertising and
promotional spend

+ Global Consumer Office accountability for
product/brand strategy and initiatives

+ Innovations and go-to-market plans
are validated against consumer needs
and preferences

+ Excise strategies, marketing guidelines and
product standards developed to support our
consumers and our business

+ Consumer panels used to gather
consumer insights

+ Brand monitoring, including equity tracking

+ Innovation processes develop consumer
products based upon robust analysis, testing
and scientific support

+ Formalised and consistent Insights approach

+ Consumer Insights Centre of Expertise
established

+ Data sources controlled to ensure consistency
and robustness of information and insights

+ Intellectual property risks managed by Group
experts and external legal support

Facilitates the development of
products and/or relevant route
to market and pricing
strategies that meet and drive
consumer demand

Speed and quality of innovation
enables the drumbeat of
consumer activation that
ensures both brand relevance
and continued brand loyalty
Management of “local hero”
brands in markets offers ability
to realise local opportunities
and strengthen consumer
loyalties

Portfolio strategy workshops in
priority markets to ensure clear
brand roles, with brand
strategies and initiatives in
place to seize opportunities
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PRINCIPAL RISKS AND UNCERTAINTIES continued

Principal risk

CHANGES IN MARKET ENVIRONMENT

Risk profile:

St 554 Y
rategic impact:
Focusing on our priority markets
Driving value from our broader portfolio

Failure to obtain or effectively respond to commercial
insights and learnings, resulting in loss of market share or
inability to capitalise on commercial opportunities

Change in year

+ Continued growth in illicit trade due to widening gap between

duty paid and non-duty paid prices as a result of excise impacts,
notably in Europe and Australia where excise levels are very high

+ Rapid development and proliferation of new NGP categories such

as disposable vapes

+ Continued economic pressure on consumers due to inflationary

pressures and economic uncertainty across our market footprint

DEVELOPMENT OF A SUSTAINABLE HARM-
REDUCTION CATEGORY

Risk profile:
Strategic impact: >

Building a targeted NGP business

Failure to develop a portfolio of commercially sustainable,
science-based, potentially reduced harm products, that
meet consumer needs, could impact the Group's ability to
seize market opportunities and deliver its ESG agenda

+ Decision in August 2023 by United States Court of Appeals for the

District of Columbia Circuit to vacate the FDA's Marketing Denial
Order for our myblu pod-based vapour portfolio

+ Continued competitor activity in the NGP market with growth in

category size through new product developments, product launches
and marketing initiatives

+ Significant shift towards disposables in vape
+ Increasing regulation of NGP, with potential further flavour bans,

disposables bans and plain packaging being considered

DELIVERY OF ESG STRATEGY NOT ALIGNED TO
STAKEHOLDER EXPECTATIONS

Risk profile:
Strategic impact: € v

Focusing on our priority markets
Simplified and efficient operations

Failure to deliver on the Group’s ESG strategy to external
expectations. The pace of change in external requirements
and expectations remains significant, with greater focus on
integrity and assurance of reporting, and comparison
cross-industry and between sector peers
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+ Continued focus on ESG-related matters from investors and
external stakeholders

+ New reporting requirements announced, such as the EU
Corporate Sustainability Reporting Directive which will cover all
pillars of environmental, social and governance. In-scope
subsidiaries of the Group will be required to comply with this
by 2025

+ Upcoming EU Corporate Sustainability Due Diligence Directive
will introduce further requirements from FY25 to conduct due
diligence throughout our global value chain

+ As with all multinationals, the Group continues to face increasing
climatic impacts across its global footprint

+ In 2023, a double materiality assessment was performed and
confirmed that the eight focus areas of our ESG strategy remain
priorities for our stakeholders



Impact

+ Failure to respond to changes in market
environment could make the Group's
products less attractive to consumers,
resulting in reduced sales

+ Economic pressure on consumers could
result in reduced spend on tobacco
products and alternatives, reducing
market size

+ Increases in illicit trade impact the
size of the legitimate market, impacting
sales volumes

Mitigation

Formalised and consistent Insights approach
Market impacts analysed as part of market
size calculations

Empty Pack Survey collection reporting
completed to provide trend analysis of

illicit impacts

Excise and price monitoring provides
insights into possible changes in illicit
impacts through widening disparity between
the price of legitimate and illicit product
Industry trade groups and joint operations
with enforcement agencies

Opportunity

+ Provides opportunity to align

Group portfolio and product
developments to consumer
trends and changing

market environments

Robust data analysis increases
confidence in achievability of
expected outcomes and
optimisation of investment
choices

Monitoring of illicit impacts
and product flows provides
opportunity for engagement
with, and support to, regulators
toreduce theillegal trade in
tobacco products

+ Failure to accurately predict or identify
current and emerging consumer trends
could result in lost opportunities and
lower volumes should products have
reduced relevance to consumers

+ Failure to align NGP portfolio to
consumer needs and expectations could
result in failure to achieve NGP ambition

+ Failure to develop NGP categories could
impact achievement of key ESG priorities

+ Failure to develop a sustainable
commercial model for all NGP categories
could result in failure to achieve
NGP ambition

Test-and-learn approach followed across
categories and markets to ensure feedback and
learnings captured and responded to
Successful launches of new and updated
heated tobacco, oral nicotine and vape
products in selected markets, including
launch of blu bar

Acquisition of US range of nicotine pouches
from TJP Labs to facilitate entry into the US
modern oral market

Dynamic consumer and market analysis
integral to product development and
go-to-market model

Development of consumer-centric

products bringing alive the Group’s agile
“fast-follower” strategy

Consolidated NGP category management
approach enabling holistic view

of opportunities and informed

investment strategy

Engagement with regulatory authorities
Intellectual property risks managed by
subject matter experts within the Group and
external legal support

Improved ability to meet
consumer needs and robust
consumer validation are key
drivers of commercial success
The Group's experience in
combustibles and NGP provides
it with a strong base to

meet the needs of the

wider changing nicotine
market dynamic

+ Failure to meet expectations, or to ensure
at least parity with industry peers, may
impact the Group’s reputation as a
sustainable business and adversely
affect stakeholder sentiment

+ Failure to comply with key ESG-related
regulation, including environmental and
human rights legislation, would result in
a material impact to the Group, including,
but not limited to, financial penalties

+ Reputational damage may result from
allegations, even where no wrongdoing
has occurred

- Employee engagement or attractiveness
of the Group as an employer may be
adversely affected as a result of any
perception that the Group is acting in an
inappropriate manner

ESG strategy, agenda and communications,
including ongoing development and
materiality assessment, aligned to strategic
goals and targets

ESG Committee with executive representation
in place to provide oversight

Investor and stakeholder presentations
ensure alignment with expectations and
transparency on progress of Group actions
Human Rights Compliance Working Group
meets regularly, specialist human rights
capabilities recruited, Human Rights Policy in
place and Modern Slavery Audits conducted
by the ESG function

TCFD disclosures and related actions facilitate
robust reporting and control frameworks
Responsibility and accountability for
identification and mitigation of ESG-related
risks understood and continues to be
embedded across the business

Investments in the NGP business to offer
adult smokers potentially reduced harm
products continue

Positive ESG strategies and
communications can increase
the attractiveness of the
organisation to new joiners,
and increase the engagement
of existing employees
Sustainability is a growing
factor in customer and
consumer choices across
FMCG sectors

Sustainability initiatives can
reduce long-term financial
costs through greater
efficiency and reduced waste
Investor and wider stakeholder
sentiment is more positive
toward companies with
successful and proven ESG
strategies and initiatives
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PRINCIPAL RISKS AND UNCERTAINTIES continued

Principal risk

ADVERSE JUDGMENT OR IMPACT IN
LITIGATION CASE

Risk profile:
Strategic impact: ¢

Simplified and efficient operations

As with other corporates, litigation and other claims are
pending against the Group. The interpretation of the law
and the related judgments made in relation to these laws
can lead to dispute or investigation and possible financial
costs or reputational damage

Change in year

+ Increasing external trend of ESG-related litigation risks with

external focus on human rights issues in international supply
chains, greenwashing claims and shareholder activist claims

EFFECTIVE MANAGEMENT OF ORGANISATIONAL
TRANSFORMATION

Risk profile:
Strategic impact: ¢

Performance-based culture and capabilities
Simplified and efficient operations

Risk of ineffective design, implementation and benefit
realisation of organisational transformation. Failure to
attract, retain or develop employees with the required
knowledge and experience may impact the Group'’s ability
to achieve its strategic objectives
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+ Significant transformation activity across the Group, including
both ongoing and new programmes



Impact

+ Failure to comply with regulations could
result in investigation and the
enforcement of financial penalties or
regulatory censure

+ Investigation or allegations of
wrongdoing can result in significant
management time being required,
potentially reducing focus on other
operational matters

- If any claim against the Group was to be
successful, it might result in a significant
liability for damages and could lead to
further claims

+ Regardless of the outcome, the costs of
defending such claims can be substantial
and may not be fully recoverable

+ The reputational damage arising from
investigations or allegations of non-
compliance could have a greater impact
with external stakeholders than the
penalties or actions related to the
matter itself

Mitigation

Internal and external lawyers employed,
specialising in the defence of product liability
claims and other litigation. To date, no
tobacco litigation claim brought against the
Group has been successful and/or resulted in
the recovery of damages or settlement monies
Advice is provided to mitigate the causes of
litigation, along with guidance on defence
strategies to direct and manage litigation
risk and monitor potential claims around

the Group

The Group's Code of Conduct and core
behaviours articulate the way employees are
expected to act, with compliance certified by
management across the business

The Group's policies and standards mandate
that employees must comply with legislation
relevant to both a UK-listed company and
local law

In the event of an investigation (which may
or may not result in actions), the Group
co-operates fully with the relevant authority
and will continue to do so

Opportunity

+ If organisational transformation is not
effectively managed, this could result in
disruption to delivery of business
objectives or higher cost of
implementation than forecast

+ High demand for local resources
to support transformation
programmes could result in impacts
on employee engagement

Transformation Centre of Expertise working
in conjunction with Independent Quality
Assurance and Internal Audit to support
successful delivery versus agreed milestones
and to identify/address key programme
interdependencies and risks

Capability requirements evaluated on an
ongoing basis, with required actions
developed and actioned locally and at Group
level to address short and medium-term
requirements

Global Talent Acquisition function
established, and annual Talent Review
performed

Skills and Capability Framework launched
Change capability embedded into major
change programmes and standardised
approach to change management

being developed

Specialist Organisation Design and
Effectiveness expertise recruited

+ Improved efficiency/

effectiveness of decision-making

across the business given

improved data availability and

more streamlined ways
of working

www.imperialbrandsplc.com

109



PRINCIPAL RISKS AND UNCERTAINTIES continued

LIQUIDITY AND GOING
CONCERN STATEMENT

The Group's policy is to ensure that we
always have sufficient capital markets
funding and committed bank facilities
in place to meet foreseeable peak
borrowing requirements.

The Group recognises uncertainty of
the external environment. During the
period of the COVID-19 pandemic as
well as during the ongoing period of
political uncertainty with regard to
Ukraine and Russia, the Group
effectively managed operations across
the world, and has proved it has an
established mechanism to operate
efficiently despite uncertainty. The
Directors consider that a one-off
discrete event with immediate cash
outflow is of greatest concern to the
short-term liquidity of the Group.

The Directors have assessed the
emerging and principal risks of the
business, including stress testing a
range of different scenarios that may
affect the business. These included
scenarios which examined the
implications of:

+ A one-off discrete event resulting in
immediate cash outflow such as
unexpected duty and tax payments;
and/or other legal and regulatory
risks materialising of ¢.£500 million.

+ Arapid and lasting deterioration to
the Group's profitability because
markets become closed to tobacco
products or there are sustained
failures to our tobacco manufacturing
and supply chains. These assumed a
permanent reduction in profitability
of 156% from 1 October 2023.

The scenario planning also considered
mitigation actions including reductions
to capital expenditure, dividend
payments and share buyback
programme. There are additional
actions that were not modelled but
could be taken including other cost
mitigations such as staff redundancies,
working capital management,
retrenchment of leases and discussions
with lenders about capital structure.

Under the reverse stress test scenario,
after considering mitigation actions
including reductions of capital
expenditure, dividend payments and
share buyback programme, we have
modelled that a 38% EBITDA reduction
would lead the Group to have sufficient
headroom until April 2024. The Group
believes this reverse stress test
scenario to be remote given the
relatively small impact on our trading
performance and bad debt levels during
the COVID-19 pandemic, as well as the
current political situation in Ukraine. In

this scenario the Group would
implement a number of mitigating
actions including revoking the
uncommitted dividend, pausing the
share buyback and reducing
discretionary spend such as

capital expenditure.

Based on its review of future cash flows
covering the period through to
November 2024, and having assessed
the principal risks facing the Group, the
Board is of the opinion that the Group
as a whole and Imperial Brands PLC
have adequate resources to meet their
operational needs from the date of this
report through to 30 November 2024
and concludes that it is appropriate to
prepare the financial statements on a
going concern basis.

VIABILITY STATEMENT

The Board has reviewed the long-term
prospects of the Group to assess its
viability. This review, which is based on
the business plan which was completed
in July 2023, incorporated the activities
and key risks of the Group together
with the factors likely to affect the
Group's future development,
performance, financial position, cash
flows, liquidity position and borrowing
facilities as described in the ‘Managing
risk’ section of this report on pages 100
to 101

In addition, we describe in notes 20 to
21 on pages 210 to 220 the Group’s
objectives, policies and processes for
managing its capital, its financial risk
management objectives, details of its
financial instruments and hedging
activities and its exposures to market,
credit and liquidity risk.

Assessment

To report on the long-term viability of
the Group, the Board reviewed the
overall funding capacity and headroom
available to withstand severe events
and conducted a robust assessment of
the emerging and principal risks facing
the Group, including those that would
threaten its business model, future
performance, solvency or liquidity. The
assessment assumes that any bank
debt maturing in the next three years
can be refinanced at commercially
acceptable terms or via our current
standby facility. The Board believes
that three years is an appropriate time
horizon given the current business
portfolio and limited visibility beyond
three years. This assessment also
included reviewing and understanding
both the impact and the mitigation
factors in respect of each of those risks.
The viability assessment has two parts:
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+ First, the Board considered the period
over which it has a reasonable
expectation that the Group will
continue to operate and meet its
liabilities, considering current debt
facilities and debt headroom; and

+ Second, it considered the potential
impact of severe but plausible
scenarios over this period, including:

+ assessing scenarios for each
individual principal risk, for
example commercial issues and
the impact of regulatory
challenges; and

+ assessing scenarios that involve
more than one principal risk
including multi-risk scenarios.

Findings

Viability review period

Whilst the Board has no reason to
believe the Group will not be viable over
alonger period, the period over which
the Board considers it possible to form
a reasonable expectation as to the
Group's longer-term viability, based on
the risk and sensitivity analysis
undertaken, is the three-year period to
September 2026. This reflects the
period used for the Group's business
plans and has been selected because,
together with the planning process set
out above, it gives management and
the Board sufficient, realistic visibility
on the future in the context of the
industry environment.

The Group's annual corporate planning
processes include completion of a
strategic review, preparation of a
three-year business plan and a periodic
re-forecast of current-year business
performance and likely landing. The
plans and projections prepared as part
of these corporate planning processes
consider the Group's cash flows,
committed funding, forecast future
funding requirements, banking
covenants and other key financial
ratios, including those relevant to
maintaining our investment grade
ratings. These projections represent the
Directors’ best estimate of the expected
future financial prospects of the
business, based on all currently
available information.



The use of the strategic plan enables a high level of confidence in assessing viability, even in extreme adverse events, due to a
number of mitigating factors such as:

+ Flexibility of cash outflow with respect to the ability to manage dividend returns to investors, capital expenditure projects
planned to take place within the three-year horizon, return of surplus capital to investors via share buyback, plus promotional

marketing programmes.

+ The Group has mature business relationships and operates globally within well established markets.
+ The Group's operations are highly cash generative, and the Group has access to the external debt markets to raise

further funding.

RISK IMPACT REVIEW

For each of our principal risks, plausible risk impact scenarios have been assessed together with a multiple risk scenario. The
following table summarises the key scenarios that were considered, both individually and in aggregate:

Risk scenarios modelled

The consequences of
adverse operating and
commercial pressures,
involving volume
reduction and/or falls in
margin, driven by
unforeseen reductions in
the size of the legitimate
tobacco market or other
changes in the level of
consumer demand for
our products.

Level of severity reviewed

The maximum quantifiable impact of all
envisaged business risks, including the
impact of a loss of market size and share
and lack of pricing.

The value of these combined risks totals
£1.3 billion over the three-year period
under review.

A further worst-case scenario has also
been considered, modelling 15%
reduction on remaining EBITDA after
consideration of the isolated business
risks. The value of this EBITDA modelled
totals £1.9 billion over the three-year
period under review.

Link to principal risk

+ Pricing, excise or other product tax outcomes not in
line with business plan assumptions or expectations

+ Management of potential adverse regulatory change
and response to regulatory change

+ Product supply fails to meet market demands

+ Major incident resulting from cyber or similar
technology risk

+ Product portfolio and interactions with consumers not
aligned to consumer preferences

+ Changes in market environment

+ Development of a sustainable harm-reduction category

+ Delivery of ESG strategy not aligned to stakeholder
expectations

+ Effective management of organisational
transformation

The possible costs
associated with legal and
other regulatory
challenges, including
competition enquiries and
tax audits.

Failure to successfully defend existing
and reasonably foreseeable future legal
and regulatory challenges, at the
expected financial exposure.

The value of these combined risks is
¢.£0.1 billion.

+ Adverse judgment or impact in litigation case

+ Delivery of ESG strategy not aligned to
stakeholder expectations

None of the scenarios reviewed, either individually or in aggregate, would cause Imperial Brands to cease to be viable.

Climate-related risks have been assessed as causes of a number of our underlying risks which are included within the scenario
modelling, including, but not limited to, the failure to supply product due to weather-related impacts on individual factories, the
cost of complying with environmental legislation, and the impact that climate change has upon the supply of raw materials

(notably leaf).

In FY23, we also conducted a quantified climate scenario analysis with 4°C and 1.5°C pathways aligned with the recommendations
of TCFD (Task Force on Climate-related Financial Disclosures) and Paris Agreement. The scenario analysis takes into
consideration climate-related physical and transition risk in the short, medium and long term (up to 2050). The Group does not
consider climate change to be a risk from a viability perspective. The Group holds ¢.12 months of leaf stock therefore any shortage
or incremental cost caused by a natural event would only impact part of the period under review. Any incremental cost would
have an EBITDA impact lower than that modelled as part of the scenario testing.

CONCLUSION

On the basis of this robust assessment of the emerging and principal risks facing the Group, and on the assumption that they are
managed or mitigated in the ways disclosed, the Board's review of the business plan and other matters considered and reviewed
during the year, and the results of the sensitivity analysis undertaken and described above, the Board has a reasonable expectation
that the Group will be able to continue in operation and meet its liabilities as they fall due over the period to September 2026.

The Strategic Report was approved by the Board and signed on its behalf.

By order of the Board.
By =

Company Secretary

13 November 2023
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GOVERNANCE AT A GLANCE

STRUCTURE AND CONTENT OF THE
GOVERNANCE REPORT

Governance at a Glance

Chair’s Introduction

Board Leadership

People and Governance Committee
Audit Committee

Remuneration Report

Directors’ Report

Directors’ statement

; Section 172
Board Statements

GOVERNANCE

The Board confirms that the Group complied with the principles and all relevant
provisions of the UK Corporate Governance Code 2018 (the "Code”) for the period
under review. The Code is publicly available at www.frc.org.uk.

Board and Committee membership as at 30 September 2023

Board Audit Remuneration  People &
Committee  Committee Covernance Board nationality
Committee
R . . British* N N AN A
Non-Executive Directors rus 1 KA K ;I;
Thérese Esperdy (Chair) o L 4 o : ey
Sue Clark (SID) L 2 L 2 L 2 L g American ——
Diane de Saint Victor L 2 L 2 L g
: : German Y
Ngozi Edozien 3 4 3 4 L 4
Andrew Gilchrist? 2 2 L g Erench ‘ '
Alan Johnson 2 2 *
Bob Kunze-Concewitz ¢ ¢ * Italian* ‘ '
Jon Stanton ¢ * ¢ *
Swiss 0
Executive Directors Nigerian ' '
Stefan Bomhard (CEO) L 4
Lukas Paravicini (CFO) * Austrian -
-
1. Denotes Chair
2. Andrew Gilchrist appointed to the Board on 1 March 2023. *  Alan Johnson has dual British-Italian
nationality.
Board and Executive Management Gender Diversity as at 30 September 2023
Number of Percentage Number of senior positions Number in Percentage of
board of the board on the board (CEO, CFO, SID  executive executive
members and Chair) management management
Men 6 60 2 7 64
Women 4 40 2 4 36
Prefer not to say 0 0 0 0 0
Board and Executive Management Ethnic Diversity as at 30 September 2023
Number of board ~ Percentage of Number of senior Number in Percentage of
members the board positions on the board executive executive
(CEO, CFO, SID and Chair)  management management
White British or other White (including
minority-white groups) 8 80 4 9 82
Mixed/Multiple Ethnic Groups 0 0 0 0 0
Asian/Asian British 0 0 0 1 9
Black/African/Caribbean/Black British 2 20 0 1 9
Other ethnic group, including Arab 0 0 0 0 0
Not specified/prefer not to say 0 0 0 0 0
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Non-Executive Director skills matrix

Fast-moving
consumer
goods (FMCGQ)

Thérese Esperdy

Innovation
and product
development

Global
business
leadership

Finance and
risk

People and
organisatiol
transforma

Technology
and digital

Environment,
sustainability
and
governance

Legal and
regulatory
affairs

nal
tion

Sue Clark

Diane de Saint
Victor

Ngozi Edozien

Andrew Gilchrist

Alan Johnson

Bob Kunze-
Concewitz

Jon Stanton

Non-Executive Director tenure

As at 30 September 2023
<1year 1-2 years

Thérese Esperdy

2-3 years 3-4years  4-5years 5-6 years

6-7 years 7-8 years 8-9years O+ years

Sue Clark

Diane de Saint
Victor

Ngozi Edozien

Andrew Gilchrist

Alan Johnson

Bob Kunze-
Concewitz

Jon Stanton

1. BOARD LEADERSHIP AND
COMPANY PURPOSE

The Company is led by an effective
and determined Board, focused on
the long-term sustainable success of
the Company, generating value for
shareholders and other stakeholders,
and contributing to wider society.

®

2. DIVISION OF
RESPONSIBILITIES

The Chair and the Chief Executive
Officer have clearly defined and
separate responsibilities, and there
is an appropriate combination of
Executive and independent
Non-Executive Directors.

O Read more on page 120.

Read more on pages 17 and 116
to 125.

3. COMPOSITION, SUCCESSION
AND EVALUATION

Appointments are subject to a formal,
rigorous and transparent procedure.
Succession plans, designed to promote
diversity, including gender, social and
ethnic backgrounds and cognitive and
personal strengths, are in place for

the Board and senior management.

An evaluation of the Board and its
Committees is undertaken annually, in
line with the Code.

O Read more on pages 129 to 133.

4. AUDIT, RISK MANAGEMENT
AND INTERNAL CONTROL

Formal, transparent policies and
procedures are in place to ensure the
independence and effectiveness of the
internal and external audit functions
and the integrity of financial and
narrative statements, and to manage
and mitigate risks.

O Read more on pages 134 to 141.

5. REMUNERATION

The Company has remuneration
policies and practices designed to
support its strategy and promote
long-term sustainable success.
Executive remuneration is aligned to
the Company’s purpose and vision,
and is clearly linked to the delivery
of the Company’s long-term strategy.

O Read more on pages 142 to 163.
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CHAIR’S INTRODUCTION

DEAR SHAREHOLDER

[ am pleased to introduce the
Governance section of this year's
Annual Report.

The year in review

The Group has maintained momentum
in its delivery against the strategic plan.
We are in the third year of our five-year
strategy and have seen further
improvements in Imperial's operational
and financial performance, despite the
challenging macro-economic
headwinds over the year.

The Board's confidence in the sustained
strategic progress of the Group is
reflected by the recent announcement
of a further buyback of up to £1.1
billion-worth of shares from October
2023 to the end of September 2024.

We successfully completed our first

£1 billion share buyback programme in
September 2023.

The Board has been engaged this year,
completing deep dive reviews of our
Tier 1 markets and visiting key regional
clusters. We have spent time with our

refreshed Executive Leadership Team
(ELT) which I believe has contributed to
an open and productive working
relationship. This has enabled us to
constructively challenge, scrutinise and
support as the ELT delivers the strategy
and reacts to external, market and
regulatory changes.

Throughout this period the Board has
continued to fulfil its core role to
oversee the Company’s governance
framework, risk and change
management, financial controls

and culture.

Board succession

In February 2023, Simon Langelier
retired as a Non-Executive Director.
I would like to thank Simon for his
advice and support to the Company
over the past six years.

Recognising Simon’s skills and
experience, we looked to make a new
NED appointment that provided
additional strength in finance and deep
experience in the tobacco sector. [ am
delighted that Andrew Gilchrist joined
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us as a Non-Executive Director on

1 March 2023 and the Board has already
benefited from his insight and
knowledge in its discussions.

We have continued to enhance the
capability amongst our Directors,
aiming to have the necessary skills,
experience and diversity to deliver the
strategy and strong performance.

[ believe the company and our
shareholders are well-served by the
strong mix of geographic, operational,
functional, gender and ethnic diversity
of the Board.

Diversity

Imperial continues to make progress on
diversity, equity and inclusion (DEI). We
remain committed to having a Board
that is diverse in all respects.
Throughout the year and up to the date
of this report our Board has met the UK
Listing Rule targets regarding the
representation of women and ethnic
minorities at Board level.



[ am pleased that across the wider
workforce we continue to progress
against our five-year DEI strategy
and ambitions, reflected in the strong
results in this year's employee
engagement survey.

Read about our Board’s diversity and
its skills and experience on pages 116
to 119.

Stakeholders

The Group's success is dependent upon
the Board taking decisions for the benefit
of its shareholders whilst having regard to
all our stakeholders.

The Board's focus during the year has
been to oversee the continuing
transformation of our business, the
delivery of our strategy and responding to
the challenges of the macro environment.
The Board aims to ensure that Imperial
can have sustainable, long-term success
and we remain mindful of the impact of
decisions made on the Group's various
stakeholders in line with S172 of the
Companies Act 2006.

Throughout the year the Board has
continued with the workforce
engagement programme, including
“Meet the Board” sessions, informal
events, site visits and engagement on
executive remuneration. The Board has
received updates on the views and
feedback of institutional investors and
has had interaction with consumers to
gauge views on our brands and products.

We remain committed to understanding
the views of all of Imperial’s stakeholders
to inform the decisions that we make.

Further information on our stakeholder
engagement can be found on pages 32
to 36 and in our Section 172 statement
on pages 126 to 128.

Culture

The Board recognises the importance of
culture for the successful delivery of our
strategy. During the year we reflected on
our culture change and people strategies
which aim to create an inclusive and
strong performance culture across
Imperial. We received regular updates on
our transformation programme and the
workstreams focused on talent, diversity
and inclusion.

Board effectiveness

This year we engaged an independent
effectiveness review of the Board and
its Committees. This enabled us to
receive an objective view of the
performance of the Board and reflect
on our progress since the previous
external review in 2021 and the
organisational change programme
which has been underway during
that time.

The review highlighted the cohesion
and diversity of the boardroom, strong
levels of trust and transparency and the
support and challenge of the Board as it
has overseen cultural change and
transformation within the business.
Going forward the review has proposed
areas of focus as we aim to maintain
and enhance our effectiveness.

Details of this year's evaluation, and
the progress made against last year’s
actions can be found on page 133.

AGM

The 2024 Annual General Meeting will
be held on 31 January 2024. Further
details can be found in the Notice of
Annual General Meeting sent to
shareholders and made available on the
Company’s website.

Closing thoughts

[ am mindful of the many individuals
who have contributed to Imperial's
continued progress over the year.

I would like to thank Stefan and his
team for their leadership and their
achievement in delivering Imperial’s
strategy and transformation; all my
fellow Board members for creating an
open and constructive environment
which allows for debate and different
views to be expressed; and finally
Imperial’'s employees who have worked
tirelessly to make the Company what it
is today.

J pirian o

Thérése Esperdy
Chair

www.imperialbrandsplc.com

115



GOVERNANCE BOARD LEADERSHIP

BOARD OF DIRECTORS

=

Find out more at
www.imperialbrandsplc.com/how-we-are-
transforming/our-leadership-team

Committee membership

@ People and Governance Committee
@ Audit Committee

® Remuneration Committee

. Committee Chair

Thérése Esperdy
Chair @ ®

Tenure

Appointed to the Board in July 2016 and
became Senior Independent Director in
May 2019 before being appointed Chair in
January 2020.

Nationality
American

Biography

Thérése has significant international
investment banking experience having
held a number of roles at JP Morgan
including global chair of JP Morgan'’s
Financial Institutions Group, co-head of
Asia-Pacific Corporate & Investment
Banking, global head of Debt Capital
Markets, and head of US Debt Capital
Markets. She began her career at Lehman
Brothers and joined Chase Securities in
1997 prior to the firm's merger with

JP Morgan in 2000.

Skills and experience

Thérése has enjoyed a distinguished and
lengthy career in banking and
international business. She is an
experienced leader and board member of
multinational companies, bringing insight
and understanding of shareholder views
and the highest standards of corporate
governance. Thérese continues to play a
pivotal role facilitating constructive
challenge and oversight within the Board.

Outside interests

Senior independent director of National
Grid plc (due to retire on 31 December 2023)
and non-executive director of Moody's
Corporation.
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Stefan Bomhard
Chief Executive Officer

Tenure
Appointed in July 2020

Nationality
German

Biography

Stefan joined Imperial from Inchcape
plc, a global distribution and retail
leader in the premium and luxury
automotive sectors, where he delivered
successful transformational change
during a five-year tenure as chief
executive.

Prior to Inchcape, Stefan was president
of Bacardi Limited’'s European region
and was also responsible for Bacardi's
Global commercial organisation and
Global Travel Retail. Previous roles have
included chief commercial officer of
Cadbury plc and chief operating officer
of Unilever Food Solutions Europe. This
followed senior management and sales
and marketing positions at Diageo
(Burger King) and Procter & Gamble.

Skills and experience

Stefan brings extensive experience of
consumer companies and retail
transformation from a career in a
variety of leading multinational and
brand-driven businesses. His in-depth
knowledge of marketing and a long
career in brand-building and challenger
businesses makes him uniquely placed
to lead Imperial and deliver its strategy.

Outside interests
Non-executive director of Compass
Group plc.
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Lukas Paravicini
Chief Financial Officer

Appointment
Appointed May 2021.

Nationality
Swiss

Biography

Lukas has a proven track record in
multinational consumer goods
companies around the world. He joined
Imperial from agricultural commodities
and brokerage group ED&F Man
Holdings, where he was chief financial
officer. He has also held senior
positions at Fonterra, a New Zealand
and Australia listed co-operative and
the world’s largest dairy exporter, with
sales in 130 countries. He was chief
financial officer from 2013-2017 and
chief operating officer, Global
Consumer and Foodservice Business
from 2017-2018. Prior to that, he spent
22 years with Nestlé in various senior

finance and general management roles.

Skills and experience

Lukas brings a breadth of financial, IT
and operational expertise from his
extensive career in consumer
companies, allowing him to provide
insight to the Board on financial and
commercial issues. His wide-ranging
experience allows him to manage a
broad portfolio as CFO, including the
implementation of global shared
services in complex multinational
organisations, technology
transformation and cybersecurity.

Outside interests
Member of The 100 Group of finance
directors of the FTSE 100.

Sue Clark
Senior Independent Director () (?) @

Tenure

Appointed Non-Executive Director in
December 2018, Chair of the
Remuneration Committee in February
2019 and Senior Independent Director
in January 2020.

Nationality
British

Biography

Sue has strong international business
credentials with over 20 years’
executive committee and board-level
experience in the FMCG, regulated
transport and utility sectors. Sue held
the role of managing director of
SABMiller Europe and was an executive
committee member of SABMiller plc.
She joined SABMiller in 2003 as
corporate affairs director and was part
of the executive team that built the
business into a top-five FTSE company.

Skills and experience

Sue has had along career in senior
executive and non-executive roles
across international corporates, notably
in the areas of regulatory affairs and
government relations. This invaluable
perspective has particularly informed
the Board’s discussions on strategy and
ESG. Sue’s experience gives her a deep
understanding of shareholder views
and strong corporate governance,
making her ideally suited in the roles of
Senior Independent Director and Chair
of the Remuneration Committee.

Outside interests

Non-executive director of Britvic plc
(where she chairs the remuneration
committee), non-executive director of
Mondi plc and senior independent
director of easyJet plc.

Diane de Saint Victor
Non-Executive Director ®) (®)

Appointment
Appointed November 2021.

Nationality
French

Biography

Diane has strong legal, requlatory, M&A,
business alliance and ESG experience,
having held a number of general
counsel, company secretary and other
key roles in an international career. She
spent 13 years on the executive
committee, as general counsel &
company secretary, of ABB, the global
technology company. Prior to joining
ABB, she served as a senior vice
president and general counsel of Airbus
Group and as vice president and
general counsel at SCA Hygiene
Products. Diane spent a decade working
at Honeywell, ultimately holding the
post of vice president and general
counsel international. She started her
career with various legal and
government relations positions at GE.

Previous non-executive director
positions include Barclays plc, Altran,
Natixis and Transocean.

Skills and experience

Diane brings over 30 years' experience
of broad international legal, governance
and regulatory expertise gained from
arange of senior executive and
non-executive positions in multinational
organisations, as well as experience of
transforming organisations in sectors
undergoing change.

QOutside interests

Non-executive director of WNS
(Holdings) Limited and non-executive
director of C&A AG.
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Ngozi Edozien
Non-Executive Director () (F)

Tenure
Appointed November 2021.

Nationality
Nigerian

Biography

Ngozi has over 35 years’ experience in
finance/private equity, general
management and strategy/business
development functions with
multinational companies in Europe, the
US and Africa. She joined McKinsey &
Company in 1992, leaving in 1999 to join
Pfizer Inc. as vice president, Pfizer Global
Pharmaceuticals (PGP) Strategic Planning
and Business Development, a position
she held until her appointment in
January 2005 as the regional director,
PGP East, Central and Anglophone West
Africa. She served as head of West Africa
for Actis LLP from 2009 until 2014
allowing her to leverage previous
experience in corporate finance at

JP Morgan.

Previous non-executive director positions
include PZ Cussons and Vlisco plc.

Skills and experience

Ngozi's 35-year career across finance,
strategy, transformation and business
development allows her to bring
profound insight into regulated,
customer-focused FMCG businesses, an
area of strategic importance to Imperial
Brands. Her expertise in innovation and
strategic change has proved valuable as
the Board oversees the Company’s
transformation programme.

Outside interests

Non-executive director of Guinness
Nigeria (a listed subsidiary of Diageo) and
non-executive director of Bank of Africa
— BMCE Group.

Andrew Gilchrist
Non-Executive Director (2) ()

Tenure
Appointed March 2023.

Nationality
American

Biography

Andrew has a proven track record of
business development, strategic
planning and business integration
following two decades of operational
and financial experience in the tobacco
sector. He was Chief Financial Officer
of Reynolds American Inc until its
acquisition by British American
Tobacco (BAT) in 2017. Prior to this,
Andrew held a range of leadership
positions at Reynolds, including Chief
Information Officer, Chief Commercial
Officer and Business Development
Director. Earlier in his career, he
worked for BAT in marketing and
planning roles.

Skills and experience

Andrew has a proven track record in
finance and business transformation
within our industry. His commercial
and financial experience as chief
financial officer of Reynolds American
has given him a breadth of knowledge
into financial, treasury and strategic
matters which has benefited the work
of the Audit Committee as well as

the Board.

QOutside interests
None.
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Alan Johnson CMG
Non-Executive Director (4) ()

Tenure
Appointed in January 2021.

Nationality
British and Italian

Biography

Alan has a strong financial background in
consumer goods and retail, having held a
number of senior finance positions at Unilever
in Africa, Europe and Latin America during a
30+ year career, including chief audit
executive and chief financial officer of the
Global Foods Division. He was previously chief
financial officer and then a non-executive
director of Jerénimo Martins SGPS, S.A, a food
retailer with operations in Portugal, Poland,
and Colombia, until April 2016, and retains a
role as the independent chairman of the
company’s internal control committee.

Previous non-executive director positions
include non-executive director of the UK
Department for International Development
(DFID) where he chaired the audit & risk
assurance committee, president and chair
of the board of the International Federation
of Accountants and chair of the audit
committee of the International Valuation
Standards Council.

Skills and experience

Alan has outstanding financial and
international experience across consumer
goods and retail markets, with exceptional
accounting and regulatory insight gained
from his chairmanship of the International
Federation of Accountants. His skills and
experience bring strength and robustness to
discussions at the Audit Committee and Board.

Outside interests

Non-executive director of DS Smith plc and
of William Grant & Sons Ltd, inaugural chair
of the Stakeholder Advisory Council to the
Audit and Ethics Standards Setting Boards
and Chair of the Good Governance Academy.



Bob Kunze-Concewitz
Non-Executive Director ®) (®)

Tenure
Appointed November 2020.

Nationality
Austrian

Biography

Bob is an experienced marketing
professional and has held a number of
senior roles at leading FMCG
companies. He was appointed chief
executive officer of Campari Group, a
major player in the global spirits
industry, in May 2007 having joined the
business in 2005 as group marketing
director. Bob previously held positions
of increasing responsibility and global
reach at Procter & Gamble, including
global prestige products corporate
marketing director.

Skills and experience

Bob brings invaluable perspective from
a lifetime career in the global fast-
moving consumer goods sector. His
long-serving role as the CEO of a listed
company, his proven experience of
leveraging brand and marketing
strategies across complex international
markets and his tireless focus on the
consumer has given the Board great
knowledge and experience to draw
upon in its work.

Outside interests

Chief executive officer of Campari
Group (due to retire end April 2024),
non-executive director of Luigi Lavazza
S.p.A. and both a fellow at the Elis
Institute in Rome and vice chairman

of Altagamma, the Italian luxury

goods association.

Jon Stanton
Non-Executive Director @ ®) (®)

Tenure
Appointed May 2019.

Nationality
British

Biography

Jon has a wide range of international
leadership experience, encompassing
transformation, M&A and all aspects of
finance, principally in the B2B sector.

In 2016 he was appointed chief
executive of The Weir Group plc, one of
the world’s leading engineering
businesses, having previously been
CFO from 2010. Prior to that he spent 22
years at Ernst & Young, LLP, the last
nine years of which were as a partner
in its London office, where he led global
board-level relationships. Jon is a
Chartered Accountant and a member of
the Institute of Chartered Accountants
in England and Wales.

Skills and experience

Jon has a unique and broad skill set
driven by a long and prestigious career
as the CEO of a listed international
company and as an accountancy
partner. This financial experience,
business knowledge and leadership of a
multinational make him a huge asset to
the Board and the Audit Committee
which he chairs.

Outside interests
Chief Executive of The Weir Group plc.

Emily Carey
Company Secretary

Tenure
Appointed May 2023.

Nationality
British

Biography

Emily, a chartered accountant and
company secretary, has enjoyed a
25-year career in finance, regulatory
affairs, compliance, governance and
company secretarial matters, with
significant experience in the oil

and gas and sports betting and
gaming industries.

Prior to joining Imperial, Emily held a
number of roles of increasing seniority
including 14 years at BP plc and three
years at Entain plc where she was
Group Company Secretary.

Simon Langelier also served as a
Non-Executive Director during
the year, standing down from the
Board on 1 February 2023.
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BOARD LEADERSHIP continued

THE ROLE AND PURPOSE OF THE BOARD AND ITS COMMITTEES

GOVERNANCE FRAMEWORK

The Board is responsible for the
governance of the Company,
undertaking its duties within a
framework of clear authorities and
governance structures, with effective
controls that enable risk to be assessed
and managed effectively.

The Board sets the tone for the Group
from the top and delegates specific
tasks to its Committees. Each of these
Committees has specific written terms
of reference issued by the Board,
adopted by the respective Committee
and published on our website.

All Committee chairs report on the
proceedings of their Committee at the
next meeting of the Board, and make
recommendations to the Board where
appropriate. Minutes of Committee
meetings are circulated to all

Board members.

To ensure Directors are kept up to date
on developments and to enhance the
overall effectiveness of the Board, the
Board Chair and Committee chairs
communicate regularly with the

Chief Executive Officer and the Chief
Financial Officer. Where appropriate
the Board convenes virtually outside
of scheduled meetings to consider
time-sensitive matters.

The Board is responsible to
shareholders and stakeholders for
approving the strategy of the Group, for
overseeing the performance of the
Group and evaluating and monitoring
the management of risk in a manner
that is most likely to promote the
Company’s long-term success.

BOARD ROLES AND COMPOSITION

As part of the governance framework,
the Board has adopted a schedule of
matters on which it must take the final
decision. These include approving the
Group's strategy, business plans,
dividend, major financial
announcements, and acquisitions

and disposals exceeding

defined thresholds.

Each member of the Board has access,
collectively and individually, to the
Company Secretary and is also entitled
to obtain independent professional
advice at the Company’s expense,
should they decide it is necessary in
order to fulfil their responsibilities

as Directors.

While the Board shares collective responsibility for its activities, some roles have been

Chair

Leads the Board and is responsible for
its effectiveness and promoting the
highest standards of corporate
governance. Oversees stakeholder
engagement and ensuring the Board as
a whole determines the Group's
strategy and objectives.

defined in greater depth below.

Senior Independent Director
Supports the Chair on governance
issues and acts as an intermediary for
other Directors, and when required,
with shareholders. Leads Non-
Executive Directors in evaluating the
performance of the Chair.

Non-Executive Directors

Provide constructive challenge and
monitor performance. Assess the delivery
of the strategy within the risk and
governance framework agreed by the
Board. Review the integrity of the Group’s
financial information, ESG issues and
succession planning of executive
management and set Directors’
remuneration.

Chief Executive Officer
Delegated responsibility for overall
performance and day-to-day
management of the Group, together
with implementation of the

Group's strategy.

Chief Financial Officer

Provides financial leadership and
supports the development and
implementation of the Group's strategy.
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Company Secretary

Advises the Board on corporate
governance matters and compliance with
Board procedures and corporate
governance requirements.



BOARD COMMITTEES

The Board delegates certain matters, listed below, to Board Committees, consisting of members of the Board. For further details,
see the table of Board and Committee membership at 30 September 2023 on page 112.

Audit Committee

Assists the Board in fulfilling its corporate governance
responsibilities. This includes oversight of the Group’s external
audit, internal control systems, risk management framework
and processes, and the Group Internal Audit department. The
Committee’s responsibilities also include ensuring the
integrity of the Group's financial statements and related
announcements.

This Committee is chaired by Jon Stanton.

O See page 134.

Remuneration Committee

Sets and implements our Remuneration Policy aimed at
aligning the interests of Executive Directors and senior
management with those of our stakeholders, ensuring our
ability to attract and retain high-performing executives whilst
incentivising the delivery of our strategic objectives and
sustained returns for investors.

This Committee is chaired by Sue Clark.

O See page 142.

People and Governance Committee

Reviews and evaluates the composition and succession plans
of the Board and its Committees, to maintain an appropriate
balance of skills, knowledge, experience and diversity. Retains
oversight of the development plans for Executive Leadership
Team (ELT) members together with the Company’s wider
organisational structure, its diversity, equity and inclusion
agenda, and its talent management processes. Oversees
workforce engagement and culture. Reviews and develops the
Board's corporate governance framework, including the Board
performance evaluation process.

This Committee is chaired by Thérese Esperdy.

O See page 129.

Ad hoc committees
Ad hoc committees may be established to review and approve
specific matters or projects.

Executive Leadership Team
The Board delegates responsibility for developing and implementing strategy, and for the day-to-day running of the business, to
Stefan Bomhard, Chief Executive Officer, who is assisted in his role by the Executive Leadership Team (ELT) comprising the

members listed on page 13.

The ELT is responsible for overseeing the operational execution and delivery of our strategic and financial plans, as approved by
the Board. This includes: business performance management; transformation and cultural change initiatives; talent, capability and
succession; major investments, divestment and capital expenditure proposals; business development considerations; ESG

initiatives; and risk assessment and management.

O For further details, see page 13.
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BOARD LEADERSHIP continued

OTHER NON-BOARD COMMITTEES

The Board delegates certain matters, as follows, to management committees consisting of senior executives:

Treasury Committee
(reporting to the Audit Committee)

This Committee reviews and approves material banking
and treasury matters, providing second line of defence
oversight of treasury-related risks.

This Committee is chaired by the Chief Financial Officer.

Risk Committee
(reporting to the Board and Audit Committee)

This Committee oversees and manages enterprise-wide risk by
ensuring that the Group Risk Register remains relevant on an
ongoing basis, reflecting the Group's risk appetite against those
identified risks, and providing perspectives on the risks raised
whilst also establishing the most effective presentation of risks
for ELT and Board review.

In addition, the Committee oversees and, where necessary, directs
the effective design and operation of the Group’s governance, risk
management and internal control framework.

This Committee is chaired by the Chief Executive Officer.

ESG Steering Committee

(reporting to the People and Governance Committee, the
Audit Committee and the Remuneration Committee as well
as the Board)

This Committee defines the Company’s strategy relating to
ESG and to provide oversight of its ESG programme, which
is designed to assist in promoting the long-term sustainable
success of the Company.

This Committee is chaired by the Chief Executive Officer.

Group Pensions Committee
(reporting to the Audit Committee and the Remuneration Committee)

This Committee provides oversight on both risk and reward
elements of the Group’s pension arrangements.

The Committee’s objectives include tackling the risks inherent
in the Group’s defined benefit pension schemes as well as
reward matters.

This Committee is chaired by the Chief Financial Officer.

Board meeting attendance

Name/Meeting 2

1
n/22

Non-Executive Directors

0123

3
03/23

5 6

4 7
05/23 06/23 08/23 09/23

Thérese Esperdy (Chair)

Sue Clark (SID)

Diane de Saint Victor

Ngozi Edozien

Alan Johnson

Bob Kunze-Concewitz

Andrew Gilchrist! n/a

n/a

Simon Langelier?

n/a n/a n/a n/a n/a

Jon Stanton

Executive Directors

Stefan Bomhard (CEO)

Lukas Paravicini (CFO)

Notes:
1. Appointed 1 March 2023.

2. Retired 1 February 2023 following the conclusion of the 2023 Annual General Meeting.
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AREAS OF BOARD FOCUS

The Board’s agenda is structured along
four key focus areas: strategy,
performance, people and governance.

Within these four areas, the Board
considered the following during 2023:

Strategy

In this third year of Imperial's five-year
strategy, the Board monitored strategic
progress and engaged with
management on changes in the
external environment, the “‘Must Win
Battles” in our market categories and
how to adapt to dynamic changes

in NGP.

See pages 16 to 23 for an overview of
our strategic pillars.

Performance

The Board reviewed financial,
operational and safety performance
during the year, including full-year
delivery against plan and options for
shareholder distributions.

Imperial’s principal and emerging risks
and the effectiveness of the Group's
system of internal control and risk
management were reviewed over

the period.

See pages 84 to 99 for the Operating
and Financial Reviews.

Stakeholders: employees, consumers,
suppliers, customers, investors,
regulators

Stakeholders: employees, consumers,
suppliers, customers, investors,
regulators

S172(1) factors: a, b, ¢, d, e, f

S172(1) factors: a, b, c, d, e, f

See page 126 for definitions of S172
factors.

People

Advised by the People and Governance
Committee, the Board reviewed key
people priorities, including the Board's
composition and independence and
progress against the Group's diversity,
equity and inclusion (DEI) strategy.

Board members engaged directly with
the workforce through various events
in the UK and overseas to allow the
employee voice to be heard and to
inform Board discussions and decisions.

Andrew Gilchrist's appointment to the
Board was announced in February
2023, with the appointment taking
effect from 1 March 2023.

O For further information, please see
the People and Governance
Committee report at pages 129 to 133.

Governance

Under the leadership of the Chair

and the People and Governance
Committee, an externally-facilitated
evaluation of the Board was conducted
in 2023.

The last externally facilitated Board
review took place in 2021. In light of
the strategic and operational progress
of the Group and the new senior
leadership and organisation in place, it
was considered that a specialist board
evaluation provider would be best
placed to provide an objective view on
the progress made by the Board over
this period.

O For further information on the Board
evaluation, please see page 133.

Stakeholders: employees, investors,
regulators

Stakeholders: employees, investors

S172(1) factors: a, b, c, d, e, f

S172(1) factors: a, b, c,d, e, f

BOARD IN ACTION:

Langenhagen factory visit,
Germany

As part of its review of our European
cluster, the Board visited one of our
largest factories in Langenhagen.
Topics discussed included energy-
saving activities, the apprenticeship
programmes and how the factory is
adapting to deliver new products
alongside our existing ones.
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BOARD IN ACTION:

Market review: Africa, Asia, Australasia and Central &
Eastern Europe (AAACE)

As part of its programme of deep dive reviews of Imperial's
markets, the Board visited Morocco in June to better
understand the dynamics, performance and strategy for

the region.

TSy —
—— e—

A structured "listening agenda” was developed for the visit to
enable stakeholder voices to be heard directly by the Board:

Consumers: a consumer immersion event was held whereby
Board members met with a cross-section of consumers to gain
insight on local consumer preferences, choices and moments
with Imperial's brands.

Retailers: visits to a variety of stores in Casablanca allowed
Directors to better understand our direct and trade
commercial channel stakeholders and how we can work
together effectively.

People: an informal employee event was held, where Directors
could meet a cross-section of our local workforce in small
groups and without a set agenda in order that they could hear
directly from employees across our global organisation.

Local leadership: the Board heard from regional, cluster and
market leaders about key aspects of our business, including

regional and country business reviews.

BOARD ACTIVITIES 2022/23

The topics covered by the Board in its meetings during the financial year are detailed below:

Meeting

Focus area

Discussion points/Decisions made

November 2022

(London, UK)

« FY22 Performance
+ GCO

- Approval of the full year announcement, the year-end results presentation

and the Annual Report and Accounts.

+ Global Consumer Office (GCO) review, including an update on US NGP Plans,

disposables and innovation pipeline.

January 2023
(Bristol, UK)

- Performance

+ Strategic progress
+ Global Supply Chain
+ NGP

+ Q1 performance and strategic progress update.

+ Global Supply Chain review, including performance, KPIs and strategy.
+ NGP update, including potential M&A and partnership opportunities.

+ Annual General Meeting preparation.

+ AGM
March 2023 + Europe regional review ¢+ Update on European landscape and Imperial Brands’ performance.
(Hamburg, + Cluster review - Background to key European strategic priorities.
Germany) + German market + Brand overview within combustibles sector.
engagement + NGP acceleration.
+ Risk - Risk assessment update.
May 2023 + Performance + Half year performance and announcement, with an update and assessment

(London, UK)

+ USregional review

+ Digital Transformation

- Future strategic
planning

on strategic progress.

+ Update on US market environment, performance and initiatives.
+ Consumer deep dive on US brands.
+ Overview of Unify programme, including ambition, achievements to date and

key milestones.

June 2023 + AAACE regional review -+ Update on Africa, Asia, Australasia and Central & Eastern Europe (AAACE)
(Casablanca, region, including landscape, renewed vision and strategy.
Morocco) + Overview of performance by region within AAACE cluster.

+ Consumer interaction and store visits.
August 2023 + Performance + Q3 update, including operational and financial performance, inflation
(virtual, via + Corporate Affairs management and IR feedback following a US investor event.
Teams) + Corporate affairs update, including engagement on electronic vapour

products (“vape”) and the status of single use plastics schemes in Europe.

September 2023 + Performance + Performance and strategic progress update.

(London, UK)

Business plan
+ Capital allocation
+ Risk

+ Discussion and approval of the FY24 business plan, including strategic

context within overall delivery of five-year plan, adaptation to changes in the
NGP category and the continued transformation of Imperial’s operating model.
Consideration of options for capital allocation in FY24.

+ Board risk assessment, including risk appetite.
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Engagement with investors

We value the support of our equity and debt investors and how
our engagement with these important stakeholders can
influence our ability to access capital. Our aim is to provide
balanced, clear and transparent communications enabling
investors to understand how we see our prospects and the
market environments in which we operate. Over the course of
2023, we held around 650 meetings with debt and equity
investors, and research analysts through the following:

+ results presentations and trading updates;

+ CEO and CFO participation at investment banking conferences;
+ investor roadshows in the UK, North America and Asia with
private client brokers and wealth managers and with debt

investors in support of Eurobond issue;

+ an investor seminar in New York, USA, “Start with the
Consumer’, to showcase how we have built our consumer-
facing capabilities;

+ our AGM, providing an opportunity for the Board to meet
with shareholders, particularly our retail investors;

- shareholder engagement on our proposed executive
Remuneration Policy; and

+ ad hoc meetings to maintain an ongoing dialogue with
existing holders and to meet prospective investors.

Imperial’s Chair continued her engagement with the Group’s
largest shareholders through in-person and virtual meetings.

The Board is kept informed of investor engagement
throughout the year, through the IR Board Report which is
presented at every Board meeting. Investor perception is
assessed on an on-going basis through feedback on meetings,
our events and our conference presentations. When appropriate,
this feedback is shared with the Board in the IR Board Report.

INVESTOR ENGAGEMENT DURING FY23

Engagement with colleagues

The People and Governance Committee has embraced its
wider role as the workforce champion. Our “Meet the Board”
listening sessions continue to provide an integrated listening
experience between our colleagues and NEDs that is authentic
and inclusive, enabling the Board to gain insights from a
representative cross-section of our global employee
population. These open and honest sessions have been
positively received, and are considered by colleagues to be
helpful in connecting to the strategy and the enablers for
delivering it.

Specific engagement:

March 2023 + “Meet the Board” session
Germany + Office drinks
+ Dinner with local management
+ Factory tour
May 2023 + Dinner with cross-business talent
UK
June 2023 + "Meet the Board” session
Morocco + Employee reception
+ Dinner with local and regional
management
September + "Meet the Board” session
2023 + Round table session - Reward focus
UK + Dinner with Global Business Leaders

Read more on how the Board considers all our stakeholders,
and how the Directors fulfil their duties under Section 172 of
the Companies Act 2006, in our S172(1) statement and
accompanying information on pages 126 to 128.

October February June
Results Conferences Conferences
+ Pre-close trading update + Consumer Analyst Group of New + Paris
York (CAGNY) Roadshows
November Engagement + Asia
© AGM * Private Client/Wealth
Relie Management
+ FY Results 9
Engagement
Roadshows April + In-person "Start with the
© UK Results Consumer” Seminar, NYC
+ North America .
i ) + Pre-close trading update
+ Private Client/Wealth
Management
May July - August
December Results Engagement
Roadshows *+ HY Results + Consultation on proposed new
+ Private Client/Wealth Roadshows Remuneration Policy
Management . UK
Conferences * North America September
+ Virtual  Private Client/Wealth cOnferenceS
Management . Boston
January Conferences
Engagement ’ Lgndon
* Virtual

+ Chair roadshow
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SECTION 172

STATEMENT ON

OF THE COMPANIES ACT 2006

During the year, the Directors acted in a
way they considered, in good faith,
most likely to promote the Company’s
long-term success for the benefit of its
members as a whole, paying due regard
to the matters set out in Section 172(1)
of the Companies Act 2006.

ands

In taking into account the various
interests of all relevant stakeholders
when making decisions, the Board
recognises it is not always possible to
achieve each stakeholder's preferred
outcome. Which stakeholder groups’
interests are considered depends on
the decision at hand. The Board
endeavours to balance the different
priorities and interests of our
stakeholders in a way compatible with
the long-term, sustainable success of
the business and which aligns with our
purpose, vision and behaviours.

Examples of key decisions taken by the
Board during the year and how stakeholder
views and inputs, as well as Section
172(1) factors, have been considered in
its decision-making are shown on the
following pages, which together form
our Section 172(1) statement.

The Board recognises its responsibility
to give due regard to the following
matters in arriving at its decisions:

Section 172(1) factors

The likely consequences of any
decision in the long term

The interests of the Company’s
employees

The need to foster business
relationships with suppliers, customers
and others

The impact of the Company'’s
operations on the community and
the environment

The desirability of the Company
maintaining a reputation for high
standards of business conduct

The need to act fairly as between
members of the Company

Examples of decisions taken by the Board
and how stakeholder views and inputs, as
well as s. 172(1) factors, have been considered
in its decision-making are shown on the
following pages.

Key stakeholders
o
B/ Consumers
—D»
N\
l Customers
= Governments

and regulators

Qﬁ Colleagues

Suppliers

n
&
L. <] Investors




STAKEHOLDER CONSIDERATIONS

Examples of S172 in practice.

CAPITAL ALLOCATION -
SHARE BUYBACK DECISION

- - T N §
Q- e B
During the year the Board
announced an ongoing, multi-year
share buyback programme. This
decision was underpinned by
improving performance and
confidence in being able to continue
generating strong cash flows to
support growing shareholder returns
in the years to come.

The broad skillset and knowledge base of Board members
promotes and enhances the diversity of thinking during
Board discussions.

The Board meeting calendar is planned by the Chair,
Company Secretary and Chief Executive, with input from
other key parties, such as the CFO, as required.

The Board receives detailed papers in good time ahead of
meetings to enable the time in meetings to be devoted to
discussion, debate and challenge following any presentation
that may also take place. As part of this process, relevant
stakeholder interests are identified in the Board papers.

The Board is responsible for setting the strategic direction
of the Company, as outlined on page 123, and ensuring
stakeholders are treated fairly as part of this is firmly
embedded in the culture of the Company. Decisions are
properly recorded in meeting minutes.

Decisions are cascaded as appropriate and stakeholders
engaged where necessary. Updates are provided to the
Board to allow it to review and monitor impact,
effectiveness and the fulfilment of its duties.

S172(1) CONSIDERATIONS AT A GLANCE

Likely long-term
consequences of
the decision

Surplus capital returns to shareholders within
five-year strategic plan but leaving sensible headroom
for incremental investment (for example, in NGP)

over and above the business plan and to allow for
downside risk.

Interests of
our colleagues

Increased confidence and demonstration of
strategic delivery.

Maintaining a
reputation for high
standards of
business conduct

Improved performance and confidence in our ability to
continue to generate strong cash flows in the coming
years supports growing shareholder returns through a
progressive dividend.

Need to act fairly
between members

The Board acted fairly when considering key
stakeholders in its decision-making. Once decisions
were made, clear and transparent reporting on our
plans and progress was undertaken.
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SECTION 172 continued

ACQUISITION OF US NICOTINE
POUCHES:

¥

On 23 June 2023, the Board
announced the acquisition of a
range of nicotine pouches from TJP
Labs in order to facilitate its entry
into the US modern oral market.

The transaction enables ITG Brands,
Imperial’s US operation, to offer legal
adult American consumers a diverse
range of 14 product variants in a
pouch which performs strongly in
consumer testing.

= A

Following further consumer testing,
ITG Brands will relaunch this range
in 2024 under a new brand, which
will be supported by the company'’s
existing US sales force.

TJP Labs, a Canada-based
manufacturer, will continue to
manufacture the oral nicotine
pouches under contract for
ITG Brands.

The transaction, for an initial
consideration of £65 million with an
additional deferred sum based on
sales volumes over five years, was
consistent with Imperial’s capital
allocation policy to invest in the
business strategy through small
bolt-on transactions. The Company
continues to be committed to an
ongoing multi-year share buyback
(see above).

Imperial already markets modern
oral products in selected European
markets under the Zone X and
Skruf brands.

S172(1) CONSIDERATIONS AT A GLANCE

Likely long-term
consequences of
the decision

Facilitates entry in the US Modern Oral Nicotine
category, underpinned by our strategic priority to
build a targeted NGP business.

Interests of our
colleagues

Builds on our extensive brand development,
marketing and sales execution capabilities in the US.

Fostering business
relationships with
suppliers, customers
and others

The transaction is aligned to our focused, challenger
approach in next generation products, enabling us to
offer our legal adult consumers a wider range of
product options.

Maintaining a
reputation for high
standards of
business conduct

A clearly differentiated product within the US market
which tested strongly with consumers.

Need to act fairly The Board acted fairly when considering
between members stakeholders in its decision-making. Once decisions
were made, clear and transparent reporting was
undertaken internally and externally.
BOARD Viability statement
STATEMENTS On the basis of a robust assessment of

Section 172 of the Companies

Act 2006

The Board seeks to consider the
interests of all relevant stakeholders
when making decisions. Our formal
statement is disclosed on page 126.
Throughout this Annual Report we have
included information on how the Board
operates and considers the interests of
stakeholders when making its decisions.

O Read more on pages 126 to 128.

the emerging and principal risks facing

the Group, and the assumption that
they are managed or mitigated in the
ways disclosed on pages 100 to 111, the

Board's review of the business plan and
other matters considered and reviewed

during the year, and the results of the
sensitivity analysis undertaken, the
Board has a reasonable expectation
that the Company will be able to
continue in operation and meet its
liabilities as they fall due over the
period to September 2026.

O Read more on page 110.
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Going concern basis

Having assessed the principal risks
facing the Group, including the global
economic environment, as well as
realisation of other key risks, including
climate change and the impact of the
share buyback, the Board is of the
opinion that the Group as a whole and
Imperial Brands PLC have adequate
resources to meet operational needs
from the date of this Report through to
November 2024 and, therefore, concludes
that it is appropriate to prepare the
financial statements on a going concern
basis. The reduction in the period from
the prior year, increased following the
outbreak of the coronavirus to provide
assurance to the market around
corporate liquidity risk, was noted and
determined to be both appropriate and in
line with statutory requirements.

O Read more on page 110.

Principal risks and uncertainties

The processes and related reporting
described in the Principal Risks and
Uncertainties section on pages 100 to 111
enables the Audit Committee to review
and monitor the effectiveness of our risk
management and internal control
systems and confirm their effectiveness
to the Board, in accordance with the
recommendations of the Code.

Q Read more on pages 100 to 111.

Fair, balanced and understandable
The Directors confirm that they consider,
taken as a whole, this Annual Report and
Financial Statements are fair, balanced
and understandable and provide the
information necessary for shareholders

to assess the Company’s position,
performance, business model and strategy.

O Read more on page 139.

Modern slavery statement

In compliance with the UK Modern
Slavery Act, every year since 2016,
Imperial Brands submits its Modern
Slavery Statement, where we outline our
commitments for the upcoming year.
You can read our 2022 Modern Slavery
Statement on our website. As part of these
commitments, together with Slave-Free
Alliance, of which Imperial Brands is a
founding member, we developed a
modern slavery toolkit to help our
colleagues to enhance their knowledge
about modern slavery, identify its key
indicators and characteristics, respond
appropriately to potential victims, and to
escalate and report any concerns. In 2023,
we created a Modern Slavery Local
Champions Community to ensure our
local champions had all the support they
needed, and we updated our Modern
Slavery Manufacturing Standard.

O Read more on page 62 and 63.


https://www.imperialbrandsplc.com/content/dam/imperialbrands/corporate/documents/sustainability/ModernSlavery/2022-modern-slavey-statement.pdf

GOVERNANCE PEOPLE AND GOVERNANCE COMMITTEE

PEOPLE AND GOVERNANCE

COMMITTEE

Thérése Esperdy
Committee Chair

STRUCTURE AND CONTENT
OF THE PEOPLE AND
GOVERNANCE COMMITTEE
REPORT

PEOPLE AND GOVERNANCE
COMMITTEE CHAIR’S OVERVIEW

Dear shareholder

I am pleased to introduce the People
and Governance Committee report for
the year.

During the year the Committee has
continued its focus on executive
succession planning, embedding recent
appointments to the Executive
Leadership Team and assessing the
Group's senior management. We
continued to oversee the development
of a structured framework for talent
management, reflecting on the skillsets
and experience to support the
implementation of the Group's strategy
and respond to the challenges facing
the business.

In March we appointed Andrew Gilchrist
to the Board as a Non-Executive Director
and a member of the Committee.
Andrew brings deep experience of our
industry as well as finance and planning
from his career at Reynolds American.

Looking forward, we intend to continue
to focus