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ACCELERATING OUR
TRANSFORMATION
TO ENABLE ENERGY
TRANSITIONS




OVERVIEW

RICARDO’S ENVIRONMENTAL
SCIENCE AND MOBILITY ENGINEERING
EXPERTISE HELPS TO OPTIMISE AND
NAVIGATE COMPLEXITY

WE ARE RICARDO

We are.a_globalconsultaney,
delivering strategic, environmental
and engineering solutions that are
at the intersection of transport,

energy and global climate agendas.

OUR VISION AND PURPOSE

Our vision is to create a safe and
sustainable world. We do this
by enabling our clients to solve
the most complex and dynamic
challenges to achieve a safe and
sustainable world.

OUR VALUES

Our shared values: create together,

be innovative, aim high and be mindful,

actively guide our behaviours and
reflect how we work together.

MEGATRENDS

Megatrends propel our long-term growth
across energy decarbonisation, climate
change and zero emission propulsion.

ACCELERATING
ENERGY
TRANSITION

@ PAGE 22

ACCELERATING
CLIMATE CHANGE
THROUGH POLICY

@ PAGE 24

ACCELERATING NET
ZERO PROPULSION
IN TRANSPORTATION

= © e




Strategic Report

Governance Report

Sustainability is embedded in everything we do. We
advise clients on environmental, social and governance
(ESG) services to support them in delivering sustainable
strategies. For this reason, we ensure we clearly
demonstrate our own environmental ambitions, climate
change resilience and the social value we are delivering.

@ SUSTAINABILITY AT RICARDO PAGE 62

We deepen our client relationships by creating unique
digital insights and repeatable and integrated solutions
that demonstrate our capabilities across the value chain
— from policy and strategy to the delivery and
implementation of client programmes.

@ OUR CAPABILITIES PAGE 15

A purpose-driven global community, we are inspired
by making a real difference. We have close to 3,000
engineers, economists, scientists and consultants,

in 23 countries, whose passion is developing innovative
and sustainable solutions to complex challenges.

@ SUSTAINABILITY/SOCIAL PAGES 73-80
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HIGHLIGHTS

FINANCIAL PERFORMANCE

+15%

Order book!V3

2022723 =TT
2021/22 | £343.6m |
2020/21 | £293.5m |

2019/20 | £314.0m |
2018/19 | £314.0m |

-101%

Statutory (loss)/profit
before tax'®

2022/23 | (£0.1m)

2021/22

2020/21 [ ]e3om

201920 [ | (£5.3m)

2018/19 \ £26.5m

+15%

Dividend per share

2022/23
2021/22
2020/21
2019/20

2018/19 | 21.28p

+15%

Revenue!®

2022/23
2021722 | £387.3m |
2020/21 | £351.8m |
2019/20 | £352.0m |
2018/19 | £384.4m |

+7%

Underlying® earnings per
share®®

2022/23 [HEEYTS
2021/22
2020/21
2019/20

2018/19 | 53.7p

-37PP

Underlying® cash conversion'®

2022/23

2021/22 | 112.1% |
2020/21 | 87.0% |
2019/20 | 102.1% |
2018/19 | 75.3% |

+8%

Underlying® profit before tax®

2022/23 [T

2021/22 | £26.3m |

2020/21 £18.0m
2019/20 £15.6m

2018/19 | £37.0m

-163%

Statutory (loss)/earnings
per share

202223 [ .70)
2021/22

2020/21 []2.9
2019/20 | (12.2p)
2018/19 \ 37.1p

-58PP

Statutory cash conversion®

2022/23

2021/22 | 118.5% |
2020721 | 93.8% |
2019/20 | 112.9% |
2otsiis

(1) Please see the glossary on page 283 for a definition of the above terms. These alternative performance measures (APMs) are described further,
and where appropriate reconciled to GAAP measures in Note 2 to the Group financial statements.

(2) Comparative performance measures prior to FY 2019/20 have not been updated to reflect the adoption of IFRS 16.

(3) Including the results of Ricardo Software, which was classified as a discontinued operation at 30 June 2022 and 30 June 2023.
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OPERATIONAL HIGHLIGHTS SUSTAINABILITY SPOTLIGHT

BUILDING AN
INCLUSIVE CULTURE

40%

of our Executive Committee
are women

STRENGTHENING
OUR ENGAGEMENT

3.9

overall employee engagement

score (consistent with the
last three years)

INCREASING SCALE IN
CHOSEN MARKETS

Aither

acquisition strengthens our
Australia footprint, gains
global entry into water
advisory and provides

a foothold in the US market

CREATING VALUE THROUGH
DIGITAL ADVANCEMENT

E3-Modelling

acquisition in January 2023
strengthens our digital
modelling capabilities right
across the markets that
the Group serves

EUROPE’S CLIMATE
LEADERS 2023

Ricardo was named as one of
Europe’s Climate Leaders in the
Financial Times 2023 rankings.

This year, analysis of the top 500 companies

in Europe, has considered not only the core
emissions produced by the organisations

(Scope 1 and 2), but also the emissions that
arise through a company’s value chain (Scope 3),
which are much harder to decarbonise, and
which demonstrate a greater level of climate
leadership. Ricardo’s ambitious commitment

to demonstrating its own climate leadership,
alongside the strategic and technical consultancy
provided, meant that the company was within
the top 10% of companies ranked.

READ MORE IN OUR SUSTAINABILITY
SECTION, PAGE 62

Ricardo plc Annual Report and Accounts 2022/23
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RICARDO AT A GLANCE

UNIQUE DEPTH
AND BREADTH IN

ENVIRONMENTAL AND
MOBILITY EXPERTISE

OUR BUSINESS AREAS

Our operating segments are grouped into two main portfolios: Environmental and Energy Transitions,
and Established Mobility. These portfolios serve our clients in over 23 countries and at any one time

support more than 2,500 live projects.

Environmental and
Energy Transitions
Technical engineering and
environmental consulting
services that enable the
energy transition through
innovative and digital
technology solutions

£244.3M

Revenue

Established Mobility
Conventional propulsion
and systems engineering
services with niche
manufacturing capability
to deliver low-volume
manufacturing of complex
products and assemblies

£200.9M

Revenue

OUR ENVIRONMENTAL AND ENERGY TRANSITION PORTFOLIO
See our operating segment for further information on:

Energy and Rail and Emerging
Environment Mass Transit Automotive
and Industrial
Trusted engineering
services provider of
energy-transition
propulsion, driveline

A leader in Experts in solving
sustainability complex rail systems
consultancy, solving through the delivery of
complex environmental independent assurance
challenges and consultancy services and controls design

@ PAGE 42 @ PAGE 44 @ PAGE 46

OUR ESTABLISHED MOBILITY PORTFOLIO
See our operating segment for further information on:

Performance Defense Established
Products Automotive and
Industrial

Engineering specialists Trusted expertise in Trusted provider of
in transmission design delivering wide-ranging conventional propulsion
and niche-volume engineering programmes to engineering services

manufacturing drive efficiencies while
optimising safety
@ PAGE 50 @ PAGE 54

@ PAGE 52

Ricardo plc Annual Report and Accounts 2022/23
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Ricardo is uniquely positioned with more than 100 years of engineering
experience in improving mobility efficiency and over 60 years of leading-edge
expertise in delivering environmental and energy solutions. Responding to
complex global challenges, we deliver consulting services and solutions built
on sustainable technological innovation.

OUR GLOBAL FOOTPRINT OUR EXPERT CAPABILITIES
We have a balanced geographic exposure, with Our capabilities span the entire value chain —
worldwide expertise to serve our global clients. from policy, strategy and the initial concept phase

right up to the delivery of client programmes.

REVENUE GROWTH ACROSS OUR KEY REGIONS Strategic consulting and advisory services
ENVIRONMENT &
ENERGY-TRANSITION PORTFOLIO

Engineering services

+5%
£61m Environmental consulting services
FY 2022/23
— £58m
frzouz oy e READ MORE IN OUR BUSINESS MODEL,
(FY 2021/22 PAGE 15
£215m) o
+31% +14%
Key: Mix %
@ United Kingdom (31%) @ North America (17%)
@ Europe & Middle East (27%) APAC & Rest of
the World (25% OUR GLOBAL TEAM

ESTABLISHED MOBILITY .
We have close to 3,000 employees worldwide who

are motivated and driven every day by our strong
purpose: to enable our clients to solve the most
E(2022/23 complex and dynamic challenges to achieve a
safe and sustainable world.

(40)%

FY 2021/22 FY 2022/23

£201m
02tz Our values: ‘Create together’, ‘Be innovative’,
‘Aim high’ and ‘Be mindful’ are equally true to our
rich heritage and DNA and reflect how we work

with each other and our clients.

Key: Mix %
@ United Kingdom (31%) @ North America (48%)
@ Europe & Middle East (15%) APAC & Rest of READ MORE ON OUR CULTURE

the World (6%) AND VALUES, PAGE 73

Figures presented on a Continuing Operations basis.
The prior results have been replaced at current period FX rates.

Ricardo plc Annual Report and Accounts 2022/23
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CASE STUDY: REPUTATION

RANKING
AND AWARDS

RICARDO PERSONNEL
Loreline Kerlidou

AWARD
Young Water Professional
of the Year 2022

LOCATION
South Australia

Loreline Kerlidou, a Principal Consultant in our
water team in Adelaide, Australia, was named
Young Water Professional of the Year 2022
for South Australia.

Growing up in Paris, France, Loreline has

lived in Adelaide for the past ten years. She
has been making a significant impact on the
water industry in her adopted country. Water
management is one of Ricardo’s key strategic
growth solutions, particularly in the Australian
market, with some key challenges being:
prolonged droughts, water scarcity as well
sustainable water management practices.

Each day, Loreline guides Ricardo’s wide

range of clients, from water utilities to

mining companies and local governments
providing advisory services for their water
challenges. She supports these clients to better
understand the condition and performance of
their infrastructure, developing strategies to
maximise the asset value and appropriately
manage risks. Combining her experience in
engineering consulting and operations with

her ability to connect with people, she achieves
optimal outcomes for any complex water
challenges, with a focus on resources resilience.

Loreline’s active volunteer role in the Australian
Water Association (AWA), organising and
promoting engaging and thought-provoking
events for fellow industry professionals, has
been key to developing a strong emerging
community of leaders in South Australia to
build the future of the water industry in the
wider nation. She has been instrumental (as

a key part of the committee) in fundraising
events for WaterAid since 2016, to make a
difference in people’s lives by ensuring access
to clean water, sanitation, and good hygiene.

Loreline is striving to provide opportunities

for emerging leaders. She believes in

fostering relationships among members of

the water industry, to learn and collaborate
across industries to ensure a sustainable,
equitable water future in Australia. She further
demonstrates a strong drive and passion for
our natural environment and will be a key
figure in its continued growth within South
Australia into the future. She is a valuable asset
for Ricardo, the committees with which she is
involved, and for the wider water industry.

(4%

Fostering relationships among
members of the water industry,
to learn and collaborate across
industries will ensure a
sustainable, equitable water
future in Australia.”

LORELINE KERLIDOU

Ricardo plc Annual Report and Accounts 2022/23
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CHAIR’S STATEMENT

EXECUTING OUR GROWTH
STRATEGY TO DELIVER
RICARDO'S FULL POTENTIAL

Dear Shareholders,

| am delighted to be presenting my
first report as Chair of Ricardo plc.

| have been in the role for just under
a year now and have taken the
opportunity to meet with as many
colleagues as | could. | have been
hugely impressed by the capability
and expertise of those | have met
and their enthusiasm to deliver

the Company’s growth strategy.

MARK CLARE
CHAIR

Group Performance

The financial performance of the Group this

past year reflects good progress against our
long-term objectives of doubling operating profit
by FY 2026/27. Underlying operating profit from
continuing operations grew by 21% versus the
previous year. We have also seen strong order
growth of 23% contributing to a record order book.
This will support continued growth in FY 2023/24.

The actions taken to reposition the Automotive and
Industrial business should stabilise its performance and
position it for growth once again. We have also made
real progress in acquiring new capability with the
acquisition of both E3-Modelling and Aither Pty Ltd.
We are already seeing some of the benefits coming
through of having this capability within the Group.

Strategic ambitions firmly led

by our strong purpose

The strategy that we set ourselves in May 2022

is suitably ambitious, designed to accelerate our
growth and transformation to become a global leader
in strategy and engineering consultancy for
environmental, energy transition and mobility solutions.

The Board is pleased with the progress made over
the course of the year, with Graham and the Executive
team consistently executing according to our strategy.

There can be no doubt that Ricardo is in a unique
position to address the fast growing opportunities
that exist around environment, energy transition and
mobility as well as delivering strong performances in
Performance Products and Defense Inc. As a result the
Board firmly believes that as the strategy is delivered,
substantial shareholder value can be created.

Ricardo plc Annual Report and Accounts 2022/23
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The increasing focus on our key clients, on key
technologies and the right geographies will help
accelerate the rate of growth. Ricardo has an important
role to play in supporting its clients by delivering
innovative solutions that are creating a safe and
sustainable world.

Developing an inclusive and engaged culture
Our people remain the Board’s greatest focus, as the
success of our business is directly linked to retaining
and growing our talented teams across the Group.

In this respect, we continue to focus on building a
learning organisation that attracts, retains, develops,
engages and inspires the very best people around
the world.

Over the course of the year, the Board has continued
to focus on listening to our people through face-to-
face meetings in the business, reviewing engagement
surveys and from the work done by Malin Persson

as the lead non executive focused on culture

and engagement.

| am pleased with the progress being made in
increasing gender diversity at the executive level and
the number of Group-wide activities and celebrations
that are taking place to build an inclusive culture.

Work is also ongoing to ensure we have the right
reward structures across the organisation so that more
of our people share in the success of the business.

Awards and recognition

| am pleased with the achievements of our talented
teams and individuals who have been awarded
accolades that demonstrate our commitment to
delivering the best expertise for our clients. The
most prominent achievements included Yansong
Chen being named as a Top Woman in Electric
Vehicles at the Electric Vehicle Summit 2023

and Loreline Kerlidou who was named in as the
Young Water Professional of the Year for South
Australia. Ricardo was also recently named as a Top
Hydrogen Innovator for 2023 by Reuters, highlighted
as the top 10 consultancy for green hydrogen.
Furthermore, we were named in the prestigious
Financial Times Europe Climate leaders listing for
2023 and recognised in position 32 out of 500 for
the progress that we have made in environmental
performance and addressing climate change.

Governance Report
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Board succession

In November last year, | completed my handover with
Sir Terry Morgan, who stepped down at the conclusion
of the Annual General Meeting, having served as
Chair for nine years. | thank him for his time leading
the Board and the contribution that he made to the
Company.

| was delighted to welcome Judith Cottrell to the Board
on 1 July. On 13 September 2023, Judith will replace
lan Gibson as Chief Financial Officer. lan is stepping
down having served on the Board as Chief Financial
Officer over the past ten years. The Board is deeply
grateful for lan’s significant contributions and wish him
the very best in his future endeavours.

Dividend

Given the financial performance of the Company, the
Board is proposing a final dividend of 8.61p in line
with our policy of distributing 2.5 to 3 times cover.
This will take the total dividend for the year to 11.96p,
an increase of 15% over the prior year.

Outlook

While there is still uncertainty affecting certain parts
of our business, the overwhelming sense is that the
opportunity for growth, especially in the areas of
environment, energy transition and emerging mobility
are significant.

Looking forward, the Board will continue to focus on
ensuring the acquisitions made are integrated and
that we achieve full value from them; continue to be
disciplined in the way we invest in capital, technology
solutions and further acquisition opportunities as they
arise; work to support the executive team to deliver
continued excellence in the execution of our strategy.

A —

MARK CLARE
CHAIR
12 September 2023

Ricardo plc Annual Report and Accounts 2022/23
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CHIEF EXECUTIVE’S REVIEW

DELIVERING GOOD MOMENTUM
WHILE ACCELERATING
OUR TRANSFORMATION

By combining our mobility
engineering and environmental
consulting capability, and creating
end-to-end delivery throughout the
value chain, | believe we truly offer
unique value, which can optimise
and accelerate energy transition
for our clients.

GRAHAM RITCHIE
CHIEF EXECUTIVE OFFICER

A year of execution and transformation

This has been a year of notable achievements for
Ricardo as we continue to demonstrate substantial
progress in transforming our culture, talent, portfolio
and performance. We have achieved key milestones in
our strategic ambitions, while delivering results in line
with our Board’s expectations.

Since joining Ricardo in October 2021, | have now
visited most of our sites. In each visit, | am reminded of
how immensely privileged | am to lead such a talented
team of people who are motivated each and every day
to deliver innovative and sustainable solutions that
support our clients in creating a safe and sustainable
world. During these visits, | have also had the
opportunity to meet some of our clients, to understand
their pressing challenges and ensure that we continue
to support their changing needs as they navigate
complexities in the very dynamic markets in which
they operate.

From a cultural perspective, we have focused on
further aligning ourselves around our purpose and
values to bring our teams closer together. Many

of our successes have been about improving our
communications and ways of working through the
rollout of our shared values, rigorous performance
management and, most importantly, celebrating and
recognising the great work that our teams are doing.

Ricardo plc Annual Report and Accounts 2022/23
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Over the year, we have also made material shifts to
our portfolio, delivering in line with our three growth
priorities: portfolio prioritisation, market expansion
and M&A acceleration. From a portfolio perspective
we have created a focus on our Environmental and
Energy Transition, and Established Mobility portfolios.
We have also defined our target markets and
geographies and are developing differentiated
industry value propositions combining our growth
solutions from across different business units.

This has led to the divestment of Ricardo Software
and to acquiring and welcoming both E3-Modelling
and Aither to our team, strengthening our digital,
water and advisory capabilities.

By focusing on our transformational growth to deliver
sustained market outperformance and world-class
delivery, we are delivering real value for our clients,
our people and our communities.

Delivering good financial performance

Overall, we have executed well in a constantly
changing environment. Our financial performance for
this year was in line with the Board’s expectations
and, with a record order book, the Group has good
visibility of future revenue as we move into the next
fiscal year.

This is the first year that we have reported in line with
our two main portfolios: Environmental and Energy
Transition, and Established Mobility.

Our Environmental and Energy Transition portfolio is
where we see high growth and high margin over the
long term. Across the portfolio, we have delivered
good order intake and growth with continued strong
performance in our Energy and Environment business
unit. Rail’s order book includes strategic wins in new
territories and supports our expansion, specifically
in North America. Within Emerging Automotive and
Industrial we see stronger profitability compared

to the prior year with a robust pipeline thanks to

the strong interest in green propulsion solutions.

Governance Report

11

Financial Statements

Our Established Mobility portfolio provides the Group
with long-term visibility of revenue and profit, albeit
at lower margins, from longer-term contracts.
Performance Products increased its order intake
reflecting significant contract extensions, including
McLaren for a further seven years, and winning a
significant new two-year transmission programme.
Our Defense business in the US maintained good
progress, delivering strong volumes in its ABS braking
solution programme for the US Army and the
development of new projects. We have delivered

the restructuring of the Established Automotive and
Industrial business unit in the second half in line with
expectations, providing confidence of improved
operating profit performance in FY 2023/24.

Energy transition megatrends underpin market
demand for sustainable growth

The global trends on government policy, funding
for climate change, energy decarbonisation and

the shift to safe and sustainable mobility create an
unconstrained market demand which underpins our
long-term growth.

In January 2023 BloombergNEF announced that
annual investment in the clean energy transition
exceeded USD 1 trillion in 2022. Of this total spend,
about half a trillion is in electrification of transport
and a similar level in renewable energy. We therefore
believe this supports our global environmental and
mobility solution strategy.

We expect to benefit from an increased focus in global
policy and funding on energy decarbonisation because
of the ever-increasing complexities associated with
the production, storage, distribution and regulation

of multiple new sources of energy.

[tis a similar picture in net zero propulsion, which

is driving transformational change in all forms of
transport. Again, the complexity that comes from the
many competing propulsion technologies, the varying
requirements of each industry, the supply chain and
the speed of transition require technical and
engineering expertise.

Our depth and breadth of capability in environmental,
energy and mobility solutions combined with bringing
digital capability to all our projects, ensures that we
are well-positioned to create solutions to solve our
clients’ complex challenges.

Ricardo plc Annual Report and Accounts 2022/23



12

CHIEF EXECUTIVE’S REVIEW CONTINUED

CASE STUDY

BUILDING

DIVERSE TEAMS:
OUR CONVERSATIONS
FOR CHANGE

To celebrate International Women in
Engineering Day in June 2023, we facilitated
conversations for change among our
experienced and early career professionals
across the entire Ricardo global community.
By participating in, watching, or continuing
these conversations in team meetings or on
social media, our people contributed to building
female technical networks and communities
across the business, and demonstrated that
everyone, no matter what stage of their
career, can make a difference to creating high
performing, collaborative, diverse teams.

Organisational and leadership changes

to accelerate growth

During the year, we announced several leadership
and organisational changes to support the effective
execution of our strategy and allow us to accelerate
our transformation.

Our leadership changes demonstrate our ongoing
commitment to create a strong succession process,
with the ability to attract and inspire the very best
talent globally.

In December 2022, we welcomed Rachel White to

the Executive Committee as President of Clean Energy
and Environmental Solutions, overseeing our Rail and
our Energy and Environment business units. We also
announced the appointment of Judith Cottrell as Group
Chief Financial Officer (CFO), who joined the Board in
July 2023.

We continue to look at ways to deliver our growth
ambition with an efficient indirect cost base. As part
of this, we are aligning our functional teams such as
Marketing, IT, HR and Finance across the Group to
create additional scale and expertise through a shared
operating model.

A sustainability framework to deliver

our environmental, social and governance
commitments

As a company, sustainability is at the heart of our
purpose-led DNA. We deliver commercial solutions
that support our clients in achieving their sustainable
strategies and, therefore, we want to lead by example.
We are passionate about creating a safe and
sustainable world and delivering on our own
environmental, social and governance (ESG)
commitments is fundamental to each of our priorities.

Over the course of the year, we have refreshed our
sustainability strategy to raise our performance across
our ESG ambitions.

Ricardo plc Annual Report and Accounts 2022/23
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The strategy underpins our 2030 environmental
targets, with additional clarity created this year on our
Task Force on Climate-related Financial Disclosures
(TCFED) reporting to ensure that we understand and
address the risks and opportunities associated with
climate change. We have reviewed the risks and
opportunities in line with our overall Group strategy
and Group risk register giving us confidence that
we can take advantage of the global megatrends
associated with energy transition while mitigating
our own climate change risks.

We have also introduced our aligned social value plan,
which is centred on the positive work we are doing
across diversity, equity and inclusion (DEI) and our
charitable commitments. Our DEI council and affinity
groups provide support and insight to the business,

and we have a full calendar of events and celebrations.

| am also delighted to announce that we recently rolled
out our global volunteering and funding programme,
which is focused on promoting and supporting
science, technology, engineering and maths (STEM)
initiatives for our chosen charities across our
geographic locations.

The establishment of our new Board responsible-
business sub-committee ensures that we are
intrinsically linking the Group strategy with our
ESG strategy, and doing business the right way.

Governance Report
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Looking forward

As we accelerate our transformation, | appreciate
the level of change across the business and | am
profoundly grateful to our teams across the globe for
their commitment in continually delivering amazing
work for our clients. Their hard work and dedication
are delivering both short-term performance and
creating our future growth potential.

With the continued transformation of our portfolio,
the global market drivers of energy transition and
climate change, and our clear focus on execution,
Ricardo is confident of delivering significant value
for all our stakeholders.

GRAHAM RITCHIE
CHIEF EXECUTIVE OFFICER
12 September 2023

Ricardo plc Annual Report and Accounts 2022/23
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OUR BUSINESS MODEL

BUILDING A SCALABLE BUSINESS

THAT IS CLIENT-FOCUSED AND———
POSITIONED FOR SUCCESS

OUR PURPOSE

Ricardo is relied upon by our clients worldwide to deliver
engineering, scientific and consulting capabilities supported by
niche manufacturing. We operate in markets that offer long-term
growth potential and, by leveraging our key expertise across

the Group and continuing to focus on world-class delivery,

we ensure high-quality outcomes for all our stakeholders.

WHAT WE DO AND HOW WE DO IT

We offer depth across the full value chain by
combining our mobility engineering consulting

and environmental science capabilities and creating
end-to-end delivery, thus ensuring that we optimise
and accelerate energy transition for our clients.

To achieve this, we are putting repeatable digital
solutions at the heart of our value proposition to
augment our consulting and engineering services

and create deeper client relationships. We are making
investments in our digital capability both organically,
in platform and application development, and
inorganically, as demonstrated by the acquisition

of E3-Modelling earlier this year.

With this clarity on our differentiated value
proposition, we target markets which have the most
acute need for both environmental and mobility
solutions. These include sectors such as automotive,
rail and mass transit, maritime, aerospace and
defence — all of which have different challenges

in decarbonising.

At the same time, we are targeting specific locations
where multiple forms of mobility come together —
such as ports, airports, cities, heavy industry and
manufacturing plants — as they will require the
appropriate energy infrastructure to enable their use.
This creates visibility of the energy supply, cost and
resilience requirements at different locations.

For this reason, we have unique insight and expertise
to align demand and vehicle performance with the
cost and availability of alternative energy supply at
each location.

Ricardo plc Annual Report and Accounts 2022/23
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OUR EXPERT CAPABILITIES

¥

ENGINEERING SERVICES

ol =

| 7

Our multi-industry knowledge and
deep technical expertise uniquely
positions us to handle our clients’
toughest strategic and operational
challenges. We provide engineering
consulting services with specialisms
in niche manufacturing and
industrial engineering.

Governance Report

kATEGIC CONSULTING
ADVISORY SERVICES ‘

Our global advisory and consulting
services range from operational
improvement, cost reduction

and new product introduction

to technology strategy and
scenario planning.

Financial Statements = 5
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ENVIRONMENTAL
CONSULTING SERVICES

.’I

=

Through deep and broad expertise,
Ricardo develops integrated
solutions to complex environmental
and sustainability issues.

WHY OUR CLIENTS CHOOSE US

OUR DEEP HERITAGE

Ricardo is uniquely positioned, with more than 100 years
of engineering experience in improving mobility
efficiency and over 60 years of leading-edge expertise

in delivering environmental and energy solutions.

OUR DIVERSIFIED PORTFOLIO

We operate in market segments with increasing
synergies. Through our diversified expertise,

we support our clients through the implementation
of technical solutions that will create a cleaner and
safer tomorrow.

OUR EXCEPTIONAL EXPERTISE

Our teams across the globe are at the heart of

who we are and what we do. We are a close-knit,
purpose-driven global community, delivering
world-class engineering, scientific, techno-economic
and consulting capability.

OUR SUCCESSFUL INNOVATION

We truly embrace an innovation mindset in solving
complex problems for our clients. We do this by
always exploring alternative possibilities — based on
facts, evidence and our experience — that really push
the boundaries in order to reimagine the future.

SUSTAINABILITY AT OUR CORE

Sustainability is embedded in everything we do.
We advise clients on environmental, social and
governance (ESG) services to support them in
delivering sustainable strategies. For this reason,
we ensure that we clearly demonstrate our own
environmental ambitions, our climate change
resilience and the social value we are delivering.

Ricardo plc Annual Report and Accounts 2022/23
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OUR VALUES

“our world, we have a meaningful'role to
play in_reimagining the future.

- . " !

AIM HIGH BE MINDFUL
. We are rigorous and tenacious in our- We pride ourselves on our integrity
passioh to find outcomes that best meet the and commitment to care — for each other,
long-term'needs of our clients. By operating our clients, our communities, and the
to the highest professional standards and environment. By being mindful.and
having confidence in our collective ability, __res'pectful; we strive to embed equity,
we strive for excellence in all that we do. diversity, and inclusion within our culture.

Ricardo plc Annual Report and Accounts 2022/23
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MARKET OVERVIEW

ENERGY TRANSITION
MEGATRENDS UNDERPIN
LONG-TERM GROWTH

Global megatrends drive our
long-term growth across energy
decarbonisation, climate change
and zero emission propulsion.

In January 2023, BloombergNEF announced

that annual investment in the low carbon energy
transition exceeded USD 1 trillion in 2022 — the
first time that investment in this area has matched
investment in fossil fuels. Of this investment,
ninety percent focused on just two sectors:
renewable energy and electric vehicles.

Alongside the energy transition, global investment
in addressing environmental challenges is

also continuing to increase year on year as
governments, industry and society in general
become more aware of the crucial and complex
issues the world faces. The global environmental
consulting market is expected to exceed

USD 50 billion by 2028 growing at a compound
annual growth rate (CAGR) of 6%.

As a Group, we are actively contributing to
addressing energy transition, exploiting our
expertise in environmental services and mobility
to develop solutions that are constantly pushing
boundaries. We are in a unique position of working
across the value chain on key issues that are core
to energy transition and global environmental
challenges. By bringing our expertise together
we differentiate ourselves from our competitors
as we harness our expertise to adapt to and
mitigate the impact of climate change.

MEGATREND

ACCELERATING
ENERGY TRANSITION

@ SEETT IN ACTION, PAGE 22

ACCELERATING
CLIMATE CHANGE
THROUGH POLICY

@ SEE IT IN ACTION, PAGE 24

ACCELERATING
NET ZERO PROPULSION
IN TRANSPORTATION

@ SEEJT- IN'ACTION, PAGE.26
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OUTLOOK
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OPPORTUNITIES

Financial Statements
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HOW WE ARE RESPONDING

New policies are being developed
to create an enabling environment
for change, with all organisations
requiring revised strategies to
prepare themselves for increased
regulation to support the transition
to a low carbon future. Across all
sectors, innovative engineering
solutions will be needed to ensure
that change takes place quickly on
the ground.

Navigating global regulation and
environmental considerations is

becoming increasingly complex

with increased reporting

requirements and business change.

Our team of internationally
recognised policy, economics

and environmental experts

has extensive experience in
supporting the development of
new and updated policies and
transformational strategies. From
policy and needs analysis, through
in-depth modelling and evaluating
policy impact to forecasting and
cost-benefit analysis, we offer a
range of consulting services to
address global energy, mobility
and environmental challenges.

Ensuring that the world meets the
Paris climate change targets by
2050 will require rapid scaling of
investment in energy transition
over the next ten years.

Renewable energy and
electrification are the backbone
of the transition and must be
accelerated immediately. The
transition from using fossil fuels
for generating electricity to the
provision of low carbon heating
and the decarbonisation of
transport affect all areas of the
energy market.

Leveraging policy insights and
energy engineering to transition
to a low carbon economy, we
facilitate the implementation of

a range of solutions around clean
energy and heating, the reduction
of consumption and the effective
use of energy and resources.

Zero tailpipe emission propulsion is
driving transformational change,
with governments around the
world committing to transitioning
the transport industry through
setting more stringent targets for
CO, and NOx and future bans on
the sale of vehicles powered by
fossil fuels. In addition, we have
seen government funding
incentivising the transition — such
as the US Inflation Reduction Act
and EU Green Deal.

Across the transportation sector,
there are many competing
propulsion technologies, with
different timelines and likely
applications by industry and
geography. The speed of
transition varies by geography and
transport mode as the industry
looks to increase electrification,
sustainable fuels — such as ‘green’
hydrogen — and to phasing out
internal combustion engines.

We support the decarbonisation of
all modes of transportation through
the integration of propulsion,
driveline and controls design,
optimisation, and prototype
development.

Ricardo plc Annual Report and Accounts 2022/23
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MARKET OVERVIEW CONTINUED

OUR KEY GLOBAL MARKETS

We focus on markets that offer long-term growth
potential and work closely with our clients across eight
key markets, harnessing our expertise to support them
meet their business challenges and help mitigate and
adapt to the impact of climate change. Our services
are applicable across clear target mobility industries:
automotive, rail and mass transit, aerospace, and
defence — all of which create visibility of demand.

At the same time, our other key industries — energy
and utilities, government and public sector, financial
services, and industrial and manufacturing — create
enablers for supply and production.

Ricardo has supported the
development of an industry-
leading footprint concept
for BMW to demonstrate
sustainability standards

Ricardo developed evidence
base to inform negotiations
on reducing maritime
greenhouse gas emissions

Ricardo designed a future-
proof and competitive market
structure for public electric
vehicle charging in Malta

MARITIME

From policy through techno-economic analysis to
deployment, our solutions help clients in the maritime
industry to safely reduce both cost and risk through
the introduction of new technology.

RAIL AND
MASS TRANSIT

We provide assurance, certification, and specialist
engineering services to help clients navigate the
industry’s operational, commercial and regulatory
demands.

GOVERNMENT

AND PUBLIC SECTOR

From policy analysis and the development of national
commitments to evidence collection, modelling, design
and the implementation of environmental measures to
create a sustainable world.
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AEROSPACE

AND DEFENCE

Ricardo provides a wealth of policy, expertise and
technical knowledge for the aerospace and defence
industries. We are supporting the decarbonisation
of global transport and energy sectors to deliver
future-forward solutions for these markets.

Governance Report

Financial Statements 21

AUTOMOTIVE

From strategic planning, policy and concept to
manufacture, we work with original equipment
manufacturers and suppliers across the automotive
industry to bring sustainable products to market
more quickly, while enhancing vehicle performance.

INDUSTRIAL AND
MANUFACTURING

For over 100 years, Ricardo has supported
manufacturers across a wide variety of sectors in
optimising operations, reducing waste, delivering
innovation and managing their supply chains.

ENERGY, UTILITIES

AND WASTE

We help organisations with policy, investment
and operational decisions and with practical
implementation, adding value by enabling them
to maximise impact and minimise risk.

FINANCIAL

SERVICES

Providing robust insights and data to support

OUR OPERATING SEGMENT REVIEW,
PAGES 40-55

sustainable investments to accelerate climate finance
in order to help tackle global environmental challenges.

Ricardo plc Annual Report and Accounts 2022/23
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CASE STUDY: MARKET OVERVIEW
MEGATREND: ACCELERATING ENERGY TRANSITIC
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CLIENT
Regulatory Authority
of Bermuda

START AND END DATES
June 2023-March 2024

LOCATION
Bermuda

Ricardo’s energy experts supported the
Regulatory Authority of Bermuda, in 2019,
with the development of its national Integrated
Resource Plan, which enabled the Regulatory
Authority to select the energy mix that would
best meet Bermuda’s ambitious consumer

and climate-focused needs over the next

20 years.

The Integrated Resource Plan enabled Bermuda
to use Ricardo’s expertise and experience to
demonstrate leadership among island nations
through its ambition to reduce carbon emissions
without compromising on the reliability and
affordability of electricity for its citizens.

Since developing the Integrated Resource Plan
for the Regulatory Authority of Bermuda,
Ricardo has continued to deliver further
strategic expertise to enable implementation
of the plan and the realisation of Bermuda's
renewable and secure energy generation.

This year, Ricardo’s support included strategic
consultancy throughout the procurement life
cycle for renewable energy technology on the
island. Leveraging our technical expertise, we
are empowering the government with the
necessary understanding to make informed
decisions regarding the selection of appropriate
technologies, optimal locations, and effective
implementation of renewable energy solutions.

pX

Financial Statements

In addition, Ricardo’s experts are also currently
supporting with an energy tariff review in
collaboration with the Regulatory Authority of
Bermuda. The focus of this project is to assist
the regulator in thoroughly reviewing existing
electricity rates, exploring, and modelling
various pricing approaches and strategies. By
conducting a comprehensive analysis of these
different options, we aim to provide valuable
insights and recommendations to support the
regulatory authority in making informed
decisions regarding energy tariffs. This work
utilises the expertise and modelling tools of
our recently acquired digital modelling team
E3-Modelling (E3M).

As a trusted advisor, our experts continue to
support the Regulatory Authority, to enable
successful realisation of the country’s clean
energy plan, driving progress towards a greener
and more sustainable future for Bermuda.

(45

Ricardo’s expertise and
experience has enabled
Bermuda to demonstrate
leadership among island nations
through its ambition to reduce
carbon emissions while
maintaining reliable and
affordable electricity.”

Ricardo plc Annual Report and Accounts 2022/23



i

i

e S el .m_._._...}_.




Strategic Report
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CLIENT
MIP4Adapt

START AND END DATES
January 2023-2025

LOCATION
Europe

Building on its international expertise in climate
adaptation, Ricardo is delivering adaptation
planning and resilience support to Europe’s
regions and local authorities. Ricardo is leading
the EU Mission Implementation Platform for
Adaptation to Climate Change (MIP4Adapt),
providing support to the European Commission
and everyone delivering the EU Mission on
Adaptation to Climate Change.

The Mission is focused on supporting European
regions and local authorities to accelerate their
adaptation to climate change and building
climate resilience. This is of vital importance
given the fact that the impacts of climate
change are already happening, and more
regularly. This is evidenced by extreme weather
events already increasing in magnitude and
frequency, which are having direct and indirect
impacts on our environment, society and
economy. In turn, these impacts may
increasingly lead to transnational spill-over
effects on international trade, resource
competition, regional conflict, migration,

and the spread of pests and diseases.

Ricardo’s experts across Europe are working
closely with the European Commission in
delivering MIP4Adapt — which is the result of
a public procurement process — with the work
commitment starting in 2023 and running until
2025. MIP4Adapt's core team also includes
experts from: Fresh Thoughts Consulting,
Icatalist, the European Federation of Agencies
and Regions for Energy and Environment —
FEDARENE, and Joanneum Research, as well
as experts from across Europe able to deliver
technical assistance to the regional and local
authorities in all 27 EU Member States.

In leading MIP4Adapt, Ricardo is facilitating
the development of a community of practice
to promote the exchange of knowledge and
experiences and enable regional and local
authorities across Europe to strengthen
coordination and collaboration around
climate adaptation.

Financial Statements 25

The community includes the 308 regional and
local authorities that are signatories to the
Mission Charter, covers approximately 40% of
Europe’s land area and population,

and is committed to striving towards climate
resilience by 2030. In addition, it comprises
relevant EU-funded research and innovation
projects, the European Commission and

other relevant European institutions, national
authorities, and Friends of the Mission,
including research institutions and businesses.

Through MIP4Adapt, Ricardo is also delivering
technical assistance to the regional and local
authorities that are Charter signatories. This
includes helping them to: develop their climate
adaptation plans; identify appropriate climate
adaptation demonstration projects; identify
and access suitable finance and funding for
implementation of their plans and
demonstration projects; and stimulate
engagement and mobilisation of citizens

and stakeholders in climate adaptation.

(33

Ricardo’s delivery of

MIP4Adapt builds upon our
support for the European
Commission over the last decade
regarding development and
implementation of the EU
Adaptation Strategy. It also
draws on Ricardo’s wide-ranging
experience of supporting all
aspects of climate adaptation
planning at all scales in over 40
countries beyond Europe, and on
the expertise of our wider team.
Through our leadership of
MIP4Adapt, our desire is to help
to amplify the Mission’s overall
impact across mainland Europe,
so it is greater than the sum of
individual actions.”

RICHARD SMITHERS

DIRECTOR OF MIPAADAPT AND
RICARDO’S INTERNATIONAL LEAD
ON CLIMATE ADAPTATION
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CASE STUDY: MARKET OVERVIEW
MEGATREND: ACCELERATING NET ZERO PROPULSION IN TRANSPORTATION

HELPING TO GET NET ZERO K
COMMUTER SERVICES ON T R
IN SOUTH AUSTRALIA
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CLIENT

Department for Infrastructure and
Transport (DIT), Government of
South Australia

START AND END DATES
June 2023-Q3 2023

LOCATION
Australia

Ricardo has been chosen by the Government of
South Australia’'s Department for Infrastructure
and Transport (DIT) to determine the most
appropriate traction power technologies for
routes on the Adelaide Metro rail network, the
public transport rail system serving the city and
its surrounding region.

Experts from Ricardo’s renewable energy,
sustainability and financial modelling practices
are working alongside in-house rolling stock,
signalling and electrification specialists to
assess available and potential options for the
DIT, ranging from infrastructure upgrades to
new fleet procurement and the adoption of
alternative signalling technologies.

The feasibility and technology study, to be
submitted in Q3 2023, will underpin future
investment decisions as the Department strives
to ensure rail operations support the Government
of South Australia’s objective of net zero
emissions by 2050.

Within the scope of the study are commuter
routes including the Belair, Outer Harbor and
Grange rail lines, each of which currently uses
diesel-powered rolling stock that are expected
to reach end of service life in the next decade.

Financial Statements

Throughout the report, Ricardo’s experts

are undertaking assessments against key
criteria such as whole-of-life costs, feasibility,
technological maturity and, through operational
modelling simulation tools, the impact on
existing service levels.

The project adds to Ricardo’s growing portfolio
of work developing decarbonisation and energy-
transition strategies in the transportation sector.
Previous assignments have included undertaking
similar assessments of low carbon traction
options for routes in countries such as New
Zealand, the Netherlands and the UK. In January
2023, Ricardo was appointed by the Latvian
Ministry of Transport to develop the technical
specifications for a zero emission rail fleet for
Riga’'s metropolitan region.

(45

The award of these contracts
represents a great opportunity to
assess the best options available
globally and build a case for how
these technologies can be best
applied in South Australia,
particularly as we transition
away from diesel-powered
services and explore other
feasible possibilities.”

TOM KOUTSANTONIS

MINISTER FOR INFRASTRUCTURE,
TRANSPORT, ENERGY & MINING
OF THE GOVERNMENT OF

SOUTH AUSTRALIA

Ricardo plc Annual Report and Accounts 2022/23
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OUR STRATEGY

OUR STRATEGY IS TO FOCUS ON ENERGY
TRANSITION AND ENVIRONMENTAL
SOLUTIONS IN MARKETS WHERE

WE SEE THE STRONGEST GROWTH

Since announcing our sharpened
strategy in May 2022, we have
focused on delivering sustainable
growth in key markets where our
core strategic and technical
consulting, augmented by our
digital capabilities, can have
maximum impact.

Always keeping in mind the
powerful megatrends that are
driving change in the sectors we
operate in, we are committed in
accelerating our transformation to
become a leader in strategy and
engineering consultancy services
for environmental and energy
transition solutions. We achieve
this by executing at pace to create
enhanced value for the Group.

How we work together

We execute together through a
clear operational model that has
been optimised to provide a higher
level of consistency, efficiency and
collaboration across the Group.

Through our growth priorities and
growth enablers, we are improving
processes and functional
alignment to ensure that our
clients’ expectations are
consistently met.

STRATEGIC
GROWTH
LEVERS

We actively manage

our two portfolios and
enhance their performance
through our three growth
levers. These are focused
on delivering our organic
plan while utilising
disciplined mergers and
acquisitions to accelerate
growth.

STRATEGIC
GROWTH
ENABLERS

We are improving client
experience and developing
our talent and capabilities
to ensure that we
consistently create value
for our clients and shape
our market success.

Portfolio prioritisation

The portfolio shift to Environmental
& Energy Transition solutions
targets high growth and high
margin. With the refined definition
of our value proposition —
particularly with its emphasis

on digital development — we can
underpin our strategic financial
commitments to achieving
operating margins in the mid-teens
with a target to more than double
underlying operating profit over
the five years to FY 2026/27.

Client experience

Ricardo is defined by its deep
knowledge and technical expertise
across it key markets. We are
focused in delivering the very best
client experience in each of our
projects and ensuring consistently
that our brand is relevant to our
entire client base. Through the
advances in our digital applications
we will be able to improve both our
business operations and strengthen
our client offerings.

Ricardo plc Annual Report and Accounts 2022/23
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Market expansion

¢ Our balanced portfolio across

i the markets and key industries
i provides us with a good
foundation for further expansion.
¢ We are developing proactive
industry and geographic sales
plans focused on strong
execution within each of our
geographies and industries to
maximise underlying market
expansion.

. Winning teams

¢ Our people plan is developed
around trust, accountability,

i inclusion and mobility. We aim

i to build a learning organisation,

: which attracts, retains, develops
i and inspires the very best people
around the world. Sustainability
pervades within our people plan
and we ensure that we clearly
demonstrate our environmental
ambitions, our climate change

: resilience and the social value

i we are delivering.

Governance Report

M&A acceleration

Ricardo’s approach to M&A

is to focus investment on highly
attractive environmentally and
technologically-led areas that
help accelerate our portfolio
transition to a high-growth,
high-margin, capital-light
business that is a leader in
environmental and energy-
transition solutions. Over the
past 16 months, we have
divested Ricardo Software
while acquiring three bolt-on

companies (Inside Infrastructure,

E3-Modelling and Aither).

Optimised operations

We continue to deliver
operational rigour through the
improvement of our processes
across the whole value chain
to ensure that our clients’
expectations are consistently
met. We want to make it easier
to do business with us whilst
accelerating strong profit
margin and cash conversion,
so that we can invest in growth
to support our strategy.

Financial Statements
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STRATEGIC OBJECTIVES
THAT SUPPORT
EXECUTION

Our strategic objectives are driven by
our purpose and how we maximise
impact. We are focused on delivering
sustainable growth by working
together, executing at pace and
empowering our teams to be thought
leaders in everything that they do.

ENABLING
MEANINGFUL AND
FULFILLING WORK

BEING A TRUSTED
PARTNER TO OUR
CLIENTS

ACHIEVING HIGH
GROWTH IN OUR
CHOSEN MARKETS

DELIVERING
OPERATIONAL
EXCELLENCE AND
EFFICIENCY

OPTIMISING
CASH TO INVEST
FOR GROWTH

FOR MORE ABOUT HOW WE HAVE
MADE PROGRESS IN THE YEAR,
SEE PAGE 30

Ricardo plc Annual Report and Accounts 2022/23
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KEY PERFORMANCE INDICATORS

MEASURING OUR
PERFORMANCE

We monitor our performance through operational and financial key performance indicators
(KPls). They are regularly monitored by the Board to ensure that Ricardo’s performance
indicators are aligned with our strategic priorities.

Going forward, the Board has approved the revision of our KPIs which have been
refined to ensure that we are delivering according to our strategic ambitions presented
at our Capital Markets Day in May 2022 and sharpened accordingly in May 2023’s
Capital Markets update.

FY 2022/23 performance Comments FY 2023/24 going forward

@ ENABLING MEANINGFUL AND FULFILLING WORK

Employee knowledge Attrition levels have decreased across the : Voluntary employee

and retention business from the peak experienced last §pring. : turnover continues to
Voluntary turnover has also decreased with a : .

Voluntary employee turnover focus on building a learning organisation. : _be .the most appropriate

% per annum : indicator of performance
Further details of our approach to our people

2022/23 are given on pages 73 to 78 COZ per head/per unit

202122 | 16] : Reflecting the

2020/21 | 11]

:  environmental
2019/20 | 11] . impact carried
: out by our people

@ BEING A TRUSTED PARTNER TO OUR CLIENTS

Diversified end markets Five of our six operating segments exceeded 10%
Number of segments of external revenue, demonstrating that the Group :

. o is well diversified across all segments. : Value added turnover
exceeding 10% of revenue :

Perf by segment is discussed on per head
erformance by is discu ;

oo I @ Reflects the Group's
2021/22 | 5] — ability to drive revenue
2020/21 | 5] : relative to its size
2019/20 | 4]
Client dependency Two clients accounted for more than 5% of the Group’s

revenue in FY 2022/23. Revenue for the largest client
was 12% and the second largest client was 11%.

. Client engagement
While we retain a small number of key relationships, @

Number of clients exceeding
5% of revenue

202223 | : . : Provides rich information
we continue to have a diverse client base across

2021/22 ‘ 2‘ segments and geograph]es_ about our engagement

202021 | 3] : with our clients

2019720
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FY 2022/23 performance

Governance Report

Comments

@ACHIEVING HIGH GROWTH IN OUR CHOSEN MARKETS

Financial Statements
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FY 2023/24 going forward

Order book We closed the year with a total order book of
[E F feilil .3m, o above the prior year. The Group’s order
Providing mid-term visibility £395.3m, 15% above the pr The Gro d
£ intake including the discontinued operation, increased
m by 21% to £522.0m in the year. Order intake increased
m across all continuing operating segments, except our
2022/23 Emerging Automotive and Industrial operating
2021/22 | 343.6] segment. Further details of the performance of each
2020/21 | 2933] of the segments are provided on pages 40 to 55.
2019/20 | 314.0]
Revenue Total revenue, including the discontinued operation, @
. . . . 1 (o) - -
Including discontinued operation increased by 15% year-on-year. Revenue from
£ continuing operations was £445.2m, a 17% increase
m on the prior year. Emerging Automotive and Industrial,
EE, Defense and PP delivered increased revenues
2022/23 6:0 compared to the prior year. Rail, and Established
2021/22 | 387.3] Automotive and Industrial revenue reduced.
2020/21 | 351.8]
2019/20 ‘ = o\ Further details are provided in the Chief Financial

Officer’s review on pages 32 to 39 and in the
Operating Segments Review on pages 40 to 55.

@ DELIVERING OPERATIONAL EXCELLENCE AND EFFICIENCY

Underlying operating

profit margin

Including discontinued operation

The Group’s underlying operating profit margin was
7.7% in FY 2022/23. The decrease compared to

FY 2021/22 reflects decreased margins in our Rail, PP
and Established Automotive and Industrial operating

% segments, offset by improved profitability in the EE,
Emerging Automotive and Industrial, and Defense

2022122 [T operating segments. Further details are described in

2021/22 | 7.8] the Chief Financial Officer’s report on pages 32 to 39.

2020/21 | 65|

2019/20 | 5.7]

Environment Scope 1 emissions vary year-on-year because of

tCO,e per employee for Scope 1
and Scope 2 emissions (location

basis)

2022123 IR

2021/22 | 22|

2020121 | 2.1]

2019/20 | 3.1]

the mix in project work and production demand.

Our Scope 2 emissions are reducing due to the change
in demand for some activities and successful energy
saving activity at the Shoreham Technical Centre,

in the UK, which is the largest energy user in the
business.

Further details of our carbon footprint and progress
towards net zero are described in our ESG section
on pages 62 to 101.

(5) INVESTING FOR GROWTH

Order intake
Representing
performance over time
rather than a pointin
time position. Order book
continues to be monitored
as part of the financial
results reported

Underlying operating
profit margin

Remains in place as it
continues to be the most
appropriate indicator of
performance

Research and

development spend

R&D spend was higher in the current year as the
Group undertook a number of grant funded R&D
programmes focused on the development of

Return on capital

£m new tools and technologies. : employed
20222 T () Represents how
2021/22 | 13.3] : effectively the Group
202021 | 102 is utilising its capital
2019/20 | 125
Net debt The Group increased its net debt by £26.7m.
£m £26.1m of cash was used in the acquisition of

subsidiaries (net of fees) and £11.9m received from the  : Leverage
2022/23 (62 disposal of the Software business (net of fees and cash Represents a more useful

acquired). Underlying EBITDA of £48.6m was offset measure of how net debt
2021122 ; - £48.om

y cash outflows relating to working capital (£12.8m), . relates to the performance

2020/21 [(46.9) |

2019/20 [(74.4)

capital expenditure (£10.6m), interest payments
(E£7.5m) and other tax, pension and dividend outflows.

of a business
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CHIEF FINANCIAL OFFICER’S REPORT

SIGNIFICANT INCREASE IN
ORDER INTAKE SUPPORTS

FUTURE GROWTH

A good performance in the

year with order intake up 23%

to £522m and good growth in
revenue and underlying operating
profit supported by a strong
performance in our Environmental
and Energy Transition portfolio.

IAN GIBSON
CHIEF FINANCIAL OFFICER

Group results

Overall, Ricardo has performed in line with the board’s
expectations in FY 2022/23. Revenue from continuing
operations, excluding Ricardo Software, which was
sold in August 2022, was £445.2m, an increase of
17% on the prior period (14% on a constant-currency
basis). Underlying operating profit from continuing
operations was £34.0m and underlying profit before
tax from continuing operations was £27.9m,
representing growth of 21% and 15% on the prior
period respectively (16% and 10% on a constant-
currency basis). The underlying results are reflective
of strong order intake in the year. The Group won
£521.5m of new orders from continuing operations,
up 23% on the prior period (19% on a constant-
currency basis).

Reported operating loss from continuing operations,
after taking specific adjusting items into consideration,
was £1.9m (FY 2021/22: profit £16.2m) and reported
loss before tax from continuing operations was
£8.0m (FY 2021/22: profit £12.4m). FY 2022/23
reported operating profit and profit before tax
included £23.4m of largely non-cash charges for the
impairment of goodwill and other assets, including
decommissioning costs, in the Automotive and
Industrial Established Mobility (A&l Established)
operating segment, stemming from a downturn in
performance in this segment. Restructuring charges
totalling £25.1m were booked in A&l Established,

Rail and Group. In addition, £4.6m of amortisation on
acquired intangibles and £6.2m of acquisition related
expenditure were booked in the period. This was
partially offset by a £7.4m gain on the disposal of
Ricardo Software.
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Net debt at 30 June 2023 was £62.1m, an increase of £26.7m on the 30 June 2022 position of £35.4m.

The Group received £13.1m of proceeds (net of cash disposed) for the sale of Ricardo Software and paid £0.8m
of fees in relation to the completion of the transaction in the period. Underlying working capital increased by
£12.8m with underlying cash conversion of 75.3%. Reported cash conversion was 60.4%, after taking into
account the cash impact of specific adjusting items.

Headline trading performance

Underlying® Reported
External Operating Profit  Operating profit/ (Loss)/profit
revenue profit before tax (loss) before tax
£m £m £m £m £m
2023
Total 446.0 345 28.4 6.0 (0.1)
Less: discontinued operation (0.8) (0.5) (0.5) (7.9) (7.9)
Continuing operations®? 445.2 34.0 279 (1.9) (8.0)
Less: performance of acquisitions (4.8) (1.1) (1.1) 4.4 4.4
Continuing operations — organic® 440.4 32.9 26.8 2.5 (3.6)
2022
Total 387.3 30.1 26.3 17.0 13.2
Less: discontinued operation (7.1) (2.1) (2.1) (0.8) (0.8)
Continuing operations 380.2 28.0 24.2 16.2 124
Continuing operations at current year exchange rates 392.2 29.2 254 17.0 13.2
Growth (%) — Total 15 15 8 (65) (101)
Growth (%) — Continuing operations 17 21 15 (112) (165)
Growth (%) — Continuing organic 16 18 11 (85) (129)
Constant-currency™ growth (%) — Continuing operations 14 16 10 (111) (161)

(1) Underlying measures exclude the impact on statutory measures of specific adjusting items as set out in Note 2 and Note 7 to the Group
financial statements. Underlying measures are considered to provide a useful indication of underlying performance and trends over time.

(2) Growth from continuing operations excludes the results of Ricardo Software, which was sold on 1 August 2022.

(3) Organic growth excludes the performance of current year acquisitions (see Note 14 to the Group financial statements) from the results of
2023.

(4) The Group generates revenues and profits in various territories and currencies because of its international footprint. Those results are
translated on consolidation at the foreign exchange rates prevailing at the time. Constant currency growth/decline is calculated by translating
the result for the current year using foreign currency exchange rates applicable to the prior year. This provides an indication of the growth/
decline of the business, excluding the impact of foreign exchange (see Note 2 to the Group financial statements).

During the year Ricardo divested its Software business unit, Ricardo Software, which contributed £0.8m of
revenue and £0.5m of underlying operating profit and profit before tax in the current period.

FY 2022/23 also includes the results of E3-Modelling S.A. (E3M) and Aither Pty Ltd (Aither) which were acquired

in January 2023 and March 2023 respectively. In the current year E3M contributed £2.0m of revenue and £0.7m
of operating profit. During FY 2022/23 Aither contributed £2.7m of revenue and £0.4m of operating profit.
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Operating segments summary: Order intake and revenue

2022 2022
2023 Restated* at constant currency

Order intake Revenue Order intake Revenue Order intake Revenue

£m £m £m £m £m £m

EE 111.5 88.5 74.1 67.2 74.4 67.4
Rail 89.2 73.5 85.0 74.3 879 76.7
A&l — Emerging 84.3 82.3 101.3 69.1 104.6 71.1
Environmental and Energy Transition 285.0 244.3 260.4 210.6 266.9 215.2
Defense 85.0 88.6 55.1 45.0 60.9 49.8
PP 115.3 84.7 75.1 73.7 75.1 73.7
A&l — Established 36.2 27.6 34.7 50.9 37.0 53.5
Established Mobility 236.5 200.9 164.9 169.6 173.0 177.0
Total — continuing operations 521.5 445.2 425.3 380.2 439.9 392.2
Discontinued operation 0.5 0.8 6.9 7.1 7.6 77
Total 522.0 446.0 432.2 387.3 4475 399.9

*  The A&l Established and A&I Emerging operating segments were previously reported as the A&l operating segment. Comparative numbers

have been restated. See also Note 5.

Operating segments summary: Operating profit

2022 2022
2023 Restated* at constant currency
Underlying Underlying Underlying Underlying Underlying Underlying
operating profit/ operating profit/  operating profit/  operating profit/  operating profit/  operating profit/
(loss) (loss) (loss) (loss) (loss) (loss)
£m margin % £m margin % £m margin %
EE 16.0 18.1 11.0 16.4 11.0 16.3
Rail 8.0 10.9 9.4 12.7 9.7 126
A&l - Emerging 10.6 12.9 2.7 3.9 2.8 3.9
Environmental & Energy Transition 34.6 14.2 23.1 11.0 23.5 10.9
Defense 13.4 15.1 6.6 147 7.2 14.5
PP 9.0 10.6 8.8 11.9 8.8 11.9
A&I - Established (5.8) (21.0) 4.9 9.6 5.1 9.5
Established Mobility 16.6 8.3 20.3 12.0 21.1 119
Operating segments — continuing

operations 51.2 11.5 43.4 11.4 44.6 11.4

Plc costs (17.2) (15.4) (15.4)
Total — continuing operations 34.0 7.6 28.0 7.4 29.2 7.4
Discontinued operation 0.5 62.5 2.1 29.6 2.1 27.3
Total 34.5 7.7 30.1 7.8 313 7.8

*  Prior period results have been restated to reflect the fact that a share of central plc costs are no longer included in the operating profit measure
for operating segments. This has increased the operating segment underlying operating profit shown above by £9.8m for FY 2021/22.

There is no impact on the Group’s operating profit.
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Environmental and Energy Transition portfolio
e Order intake: up 9% (constant currency: up 7%)

e Revenue: up 16% (constant currency: up 14%)

e Underlying operating profit: up 50% (constant
currency: up 47%)

e Underlying operating profit margin: 14.2%
(FY 2021/22: 10.9% at constant currency)

Energy and Environment (EE) performed strongly,
with order intake, revenue and underlying operating
profit all increasing compared to the prior period.
Growth has been driven by energy and carbon
regulation, climate action planning and transparency,
clean water and air quality services.

There was good growth in the Automotive and
Industrial Emerging Mobility (A&l Emerging) business.
Whilst order intake was 17% down on the prior
period, revenue and underlying operating profit both
increased, driven by demand for hydrogen and
electrification applications.

Rail revenue and underlying operating profit both
declined period-on-period, as expected, due to the
timing of large projects ending and new project wins
and extensions commencing. Order intake was 5% up
on the prior year. £1.5m of restructuring costs were
recognised in Rail and EE in the period relation to the
ongoing restructuring of its operating structure, aimed
at creating a more streamlined and client-focused
business. These costs were recognised as specific
adjusting items.

Established Mobility portfolio
e Order intake: up 43% (constant currency: up 37%)

e Revenue: up 18% (constant currency: up 14%)

e Underlying operating profit: down 18% (constant

currency: down 21%)

e Underlying operating profit margin: 8.3%

(FY 2021/22: 11.9% at constant currency)
Defense performed very strongly in the period, with
significant growth in order intake (up 54%), revenue
(up 97%) and underlying operating profit (up 103%).
Revenues of £56.5m (USD72.4m) for anti-lock braking
systems/electronic stability control (ABS/ESC)
programme were delivered in the year. Defense
delivered 8,707 kits in FY 2022/23 (FY 2021/22:
3,602 kits). In addition, there was good growth in the
Technical Solutions consultancy business, including
Field Support Services (the sustainment of ABS/ESC
kits in the field).
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Performance Products (PP), excluding the results of
Ricardo Software, won £115.3m of orders in FY 2022/23,
(up 54% on the prior period). This reflects a number of new
long-term contract wins in the period. Revenue increased
by 15% on the prior period and underlying operating profit
increased by 2% driven by a combination of supply chain
challenges, which led to some inefficiency, and higher
energy and operating costs.

Whilst orders increased by 4%, revenue significantly
declined in the A&l Established business, driven by
increased economic uncertainty and the continuing shift
in the technological landscape in the automotive sector.
The business made an underlying operating loss of £5.8m
in the period, compared to a £4.9m profitin FY 2021/22.
Given the performance of the business and the
accelerating technological changes facing the segment,

a non-cash impairment charge of £18.7m was recognised
in the period in respect of goodwill, intangible assets, and
property, plant and equipment (see discussion of Specific
Adjusting Items below). In addition, £4.7m of costs relating
to restructuring were recognised during the period. A
restructuring programme, including headcount reductions
was completed during the year. These actions are focused
on returning the business to profitability. On a reported
basis, after including the impairment charge and
restructuring costs, the operating loss in A&l Established
was £29.2m.

Cash performance

Net debt: increased £26.7m to £62.1m (FY 2021/22:
£35.4m). The Group had a net cash inflow for the
disposal of Ricardo Software (after current and prior
year fees) of £11.9m. In addition, £1.1m was paid to
external advisors on other M&A and strategic projects.
£5.1m was paid out in relation to the ongoing
restructuring actions in A&l Established and £1.9m
was paid in relation to the ongoing management
restructuring in Rail and EE. Excluding these specific
adjusting items, the Group had a cash outflow of
£4.1m.

In January 2023 the Group acquired 93% of the issued
share capital of E3M for an initial cash consideration
of £19.2m (EUR 21.9m). In March 2023 the Group
acquired 90% of the share capital of Aither for an
initial consideration of £9.4m (AUD 17.2m) which
included an adjustment for the cash and normalised
net working capital of £0.1m (AUD 0.1m). The
composition of net debt is defined in Note 25 to the
Group financial statements.

Ricardo plc Annual Report and Accounts 2022/23



36

CHIEF FINANCIAL OFFICER’S REPORT CONTINUED

Basis of preparation

These consolidated financial statements of the
Ricardo plc Group (Group) have been prepared in
accordance with UK adopted international accounting
standards. The Group’s principal accounting policies
are detailed in Note 1 to the Group financial
statements. Those accounting policies that have been
identified as being particularly sensitive to complex
or subjective judgements or estimates are disclosed
in Note 1(d) to the Group financial statements.

Reported results represent the Group's overall
performance in accordance with IFRS. The Group
also uses a number of alternative performance
measures (APMs) in addition to those reported under
IFRS. Ricardo provides guidance to the investor
community based on underlying results.

The underlying results and other APMs may be
considered in addition to, but not as a substitute for or
superior to, information presented in accordance with
IFRS. Explanations of how they are calculated and
how they are reconciled to an IFRS statutory measure
are provided in Note 2 to the financial statements.

Underlying results include the benefits of the results
of acquisitions and major restructuring programmes
but exclude significant costs (such as the amortisation
of acquired intangibles, acquisition-related
expenditure, reorganisation costs and other specific
adjusting items). Ricardo believes that the underlying
results, when considered together with the reported
results, provide investors, analysts and other
stakeholders with helpful complementary information
to better understand the financial performance and
position of the Group.

Specific adjusting items

As set out in more detail in Note 7, the Group’s total
underlying profit before tax excludes £35.9m of costs
incurred during the period that have been charged

to the income statement as specific adjusting items
(FY 2021/22: £11.8m). In line with the Group’s policy,
these items have been recognised as specific adjusting
items, due to their nature or significance of their
amount, so as to provide further clarity over the
financial performance.

2023 2022
£m £m
Underlying profit before tax
from continuing operations 27.9 24.2
Amortisation of acquired
intangibles (4.6) (4.5)
Acquisition-related expenditure (6.2) (0.8)
Restructuring costs
— A&l: change in fair value of
contingent consideration - (0.3)
— A&l: Impairment of
non-financial assets (18.7) (2.0)
— A&l: restructuring costs (4.7) (2.9)
— Rail & EE: restructuring costs (1.5) (1.0)
— Group: restructuring costs (0.2) -
ERP implementation costs - (0.6)
Revaluation gain - 0.3
Total specific adjusting items
from continuing operations (35.9) (11.8)
Reported (loss)/profit before
tax from continuing operations (8.0) 12.4
Specific adjusting items from
discontinued operation
Gain on disposal and external
fees relating to the disposal 74 (1.3)

Amortisation of acquired intangibles was £4.6m in
the year, compared to £4.5m in FY 2021/22.

Acquisition-related costs of £6.2m were incurred in
the year (FY 2021/22: £0.8m). These included £3.2m
for deferred consideration and £0.4m of external fees
and integration costs in relation to the acquisition of
Aither pty (Aither), acquired in March 2023, and
£0.9m for deferred consideration and £0.2m of
external fees and integration costs in respect of the
acquisition of E3-Modelling S.A. (E3M, acquired in
January 2023), as well as £0.4m of deferred
consideration and £0.4m of integration costs in
relation to the acquisition of Inside Infrastructure pty
(Inside Infrastructure), acquired March 2022 and
£0.7m of external fees in relation to other M&A and
strategic projects. Costs in the prior period reflected
£0.4m of fees and integration costs for Inside
Infrastructure and £0.3m of fees in relation to other
strategic projects.
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Restructuring costs

A&l: Change in fair value of contingent
consideration: In the prior period a charge of £0.3m
was recognised in relation to a reduction in the fair
value of deferred consideration in respect of the sale
of Ricardo’s Detroit engine test business in June 2020.
The reduction in the fair value reflects lower levels of
traditional engine testing work than originally forecast
at the time the business was sold.

A&Il: Impairment of non-financial assets: Non-cash
goodwill and asset impairment charges of £18.7m
were recognised in the year within the A&I Established
operating segment (FY 2021/22: £2.0m). As a result
of the performance of this segment in the year to

30 June 2023, the impact of economic uncertainty and
the continuing technological change in the automotive
sector, the future projections and discounted cash
flows for the operating segment were reassessed.
The resulting value in use did not support the

carrying value of the associated assets, resulting in

an impairment of all of the goodwill associated

with A&l Established segment (£5.2m),

together with £1.8m of intangible assets and

£11.7m of property, plant and equipment.

A&l: Restructuring costs: £4.7m of restructuring
costs were booked in A&l Established in the period
(FY 2021/22 £2.9m). Of this amount, £0.7m of loss on
disposal was recognised during the period for under-
utilised engine testing assets in the UK associated
with the restructuring actions above. In addition to
the loss on disposal, redundancy costs of £2.5m

were incurred to further right-size the business.

Rail and EE: Restructuring costs: A charge of £1.5m
was recognised in Rail and EE in respect of the
restructuring of the senior management structure,
which commenced in the second half of FY 2021/22.

Gain on sale of Ricardo Software (recognised
within the discontinued operation): A net gain of
£7.4m was recognised in the current year in relation
to the disposal of Ricardo Software, completed on

1 August 2022. Total consideration for the sale was
£14.9m (USD 17.5m), of which £14.8m was satisfied
in cash in the current period. £7.5m of net assets were
disposed of, and £0.9m of cumulative currency gains
were reclassified to the income statement. £0.9m of
costs directly attributable to the disposal were
incurred in the current period. Per the terms of the
sale, up to a further £2.4m (USD 3.0m) is receivable
based on Ricardo Software achieving certain revenue
targets in the 12-month period post-sale.
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The fair value of this contingent consideration has
been assessed to be nil as it is unlikely that these
revenue targets will be achieved.

Research and Development (R&D) and

capital investment

The Group continues to invest in R&D and spent
£14.6m (FY 2021/22: £13.3m) before government
grantincome of £6.8m (FY 2021/22: £2.2m).
Development costs capitalised in this year were
£5.4m (FY 2021/22: £7.3m, including development
costs capitalised in Ricardo Software of £1.5m),
reflecting continued investment in electrification
and hydrogen solutions within the A&I

Emerging segment, together with technology,
tools and processes in the EE segment.

Capital expenditure on property, plant and equipment,
excluding right-of-use assets, was £6.2m (FY 2021/22:
£4.7m), reflecting targeted investment in our business
operations, including hydrogen and electrical test
capability in the A&l Emerging segment.

Net finance costs

Finance income was £1.0m (FY 2021/22: £0.6m) and
finance costs were £7.1m (FY 2021/22: £4.4m) for the
year, giving net finance costs of £6.1m (FY 2021/22:
£3.8m). The increase in costs reflects an increase

in the SONIA interest rate during the current year.

Taxation

The underlying effective tax rate for the year was
26.1% for the year (FY 2021/22: 26.0%). The reported
effective tax rate was 5,100% (FY 2021/22: 35.3%).
This unusually high reported effective rate reflects

a number of non-deductible or non-taxable specific
adjusting items, including impairments and the
disposal of the Software business, resulting in a tax
expense of £5.1m against a loss before tax of £0.1m.

Earnings per share

Basic loss per share was 8.7p (FY 2021/22: earnings
13.8p). The Directors consider that underlying
earnings per share provides a useful indication

of underlying performance and trends over time.
Underlying basic earnings per share for the year
was 33.4p (FY 2021/22: 31.2p). The calculation of
basic earnings per share, with a reconciliation to an
underlying basic earnings per share, which excludes
the impact (net of tax) of specific adjusting items,

is disclosed in Note 8 to the Group

financial statements.
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Dividend

As set out in more detail in Note 9 to the Group
financial statements, the Board has declared a final
dividend of 8.61p per share (FY 2021/22: 7.49p). The
dividend will be paid gross on 24 November 2023 to
holders of ordinary shares on the Company’s register
of members on 3 November 2023.

Goodwill

At 30 June 2023, the Group had total goodwill of
£96.1m (FY 2021/22: £90.6m). The acquisition of
Aither and E3M added goodwill of £5.1m and £8.5m
respectively to the Ricardo Energy and Environment
cash generating unit (CGU) as synergies from the
acquisition are expected to benefit EE operating
segment. The carrying value of goodwill is fully
supported by the value-in-use calculations for all
other operating segments.

Net debt and banking facilities

Net debt at 30 June 2023 comprised cash and cash
equivalents of £49.8m (FY 2021/22: £50.5m), and
borrowing and overdrafts, including hire purchase
liabilities and net of capitalised debt issuance costs,
of £111.9m (FY 2021/22: £85.9m).

The Group funds its operations via a Revolving Credit
Facility (RCF) of £150m, with a £50m uncommitted
accordion, which provides funding through to August
2026, alongside the Group’s uncommitted overdraft
facilities of £16.1m. At 30 June 2023, the amount
undrawn on the RCF was £50.0m. This, together with
the net cash held of £37.2m, and £16.1m of unutilised
overdraft facilities, provided the Group with total cash
and liquidity of £103.3m.

The Group’s Adjusted Leverage ratio (defined

as net debt over EBITDA for the last 12 months,
excluding the impact of specific adjusting items and
IFRS 16 Leases) was 1.4x as at 30 June 2023. The
Adjusted Leverage covenant is a maximum of 3.0x.

The Interest Cover ratio (defined as EBITDA for

the last 12 months, excluding the impact of specific
adjusting items and IFRS 16, over net finance costs),
was 8.3x at 30 June 2023. The Interest Cover
covenant limitis a minimum of 4.0x.

Further details are provided in Note 25 to the Group
financial statements.

Foreign exchange

On consolidation, revenue and costs are translated

at the average exchange rates for the year. The Group
is exposed to movements in the Pound Sterling
exchange rate, principally from work carried out with
clients that transact in Euros, US Dollars, Australian
Dollars and Chinese Renminbi.

Had the prior year results been translated at current
year exchange rates, revenue from continuing
operations would have been £12.0m (3.2%) higher,
underlying operating profit would have been £1.2m
(4.9%) higher and underlying profit before tax would
have been £0.8m (6.5%) higher.

Pensions

The Group's defined benefit pension scheme operates
within the UK. The fair value of the scheme’s assets
at the end of the year was £104.6m (FY 2021/22:
£127.1m) and the present value of the scheme’s
obligations was £92.0m (FY 2021/22: £111.9m).

The value of the scheme’s assets reduced over the
year due to movements in the stock market. However,
this was partially offset by a reduction in the scheme’s
liabilities, due to increases in the discount rate. The
pre-tax surplus, measured in accordance with IAS 19,
at 30 June 2023 was £12.6m (FY 2021/22: £15.2m).
Ricardo paid £1.8m of cash contributions into the
scheme during the year (FY 2021/22: £3.0m).
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Acquisition of E3-Modelling

On 24 January 2023, the Group acquired a 93%
shareholding in E3-Modelling S.A. (E3M), a consulting
company, based in Greece, that provides advanced
empirical modelling services. The maximum cash
consideration is £24m, of which £19m was paid on
completion. The deferred consideration of £5m is
based on the business achieving certain performance
targets for the 12 months ending 31 December 2023
and the retention of key management. There is

a commitment to acquire the remaining 7% stake in
January 2025. The minimum cash consideration for the
remaining 7% stake is £2m, and is reduced by 50% if
the owners are not retained in the business. Ricardo
has acquired full control and voting rights in E3M.

E3M provides digital modelling capabilities right
across the markets that Ricardo serves, making the
acquisition highly complementary to Ricardo’s unique
position at the intersection of the energy, environment
and mobility agendas.

Acquisition of Aither

On 13 March 2023, Ricardo acquired a 90%
shareholding in Aither Pty Ltd (Aither) from the
founders and co-directors Chris Olszak and Will
Fargher, for a cash consideration of up to £17m of
which £9m was paid on completion. The deferred
consideration is based upon the achievement of
certain performance targets for the 10 months ended
31 December 2023 and the retention of the former
owners of the business. The deferred consideration
can range from nil to a maximum of £8m at an
annualised EBITDA multiple of under 11 times.

The remaining 10% shareholding will be acquired

on the second or third anniversary of the Acquisition
Closure Date, using the same EBITDA multiple as
the deferred consideration, subject to a maximum.
Ricardo retains full control and voting rights in Aither.

Financial Statements
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GROWTH WITHIN OUR
ENVIRONMENTAL AND
ENERGY TRANSITION
PORTFOLIO

Developing innovative solutions to energy transition
and environmental challenges by building commercial
opportunities from insight and strategy building, all the
way through to implementation. For example, we are
resolving complex engineering issues associated with
the integration of renewables as well as playing a
pivotal role in developing strategies across all modes
of transportation to support low carbon transitions.

OUR OPERATING SEGMENTS

Energy and Environment Rail and Mass Transit

Governments, public agencies
and businesses around the world
trust Ricardo’s expertise in solving
the most complex environmental
challenges. Our clients value our
deep understanding of energy
and environmental drivers, policy

development and technical insights,

and our ability to turn challenges
into business opportunities.

We support our clients in
navigating the rail industry’s
developmental, operational,
commercial and regulatory
demands. We work with
governments, operators,
infrastructure managers and
manufacturers to ensure that
railways deliver the highest
possible value to their clients
and to the wider community.

Emerging Automotive

and Industrial

Our strategic and technical experts
define future technologies that
are innovative and sustainable
for all types of emerging mobility
applications, from battery to
fuel-cell technologies. We deliver
solutions comprising energy-
transition propulsion, driveline
and controls design, optimisation
and prototype development.
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ENERGY AND
ENVIRONMENT (EE)

Energy and Environment (EE) works with clients
across a wide variety of sectors and geographies
to deliver robust data-driven solutions to solve
complex energy-transition and environmental
challenges. Ricardo’s depth of environmental
and energy expertise provides support across
the value chain, from policy and strategy to
implementing solutions.

(3%

We work across the value
chain to deliver solutions that
support meaningful change
to meet today’s energy and
environmental challenges.

HIGHLIGHTS*

+50%

Order intake

+45%

Underlying operating profit

2022123 2022123

202122 € 202122 )

2021122 2021122

+54% +1.8pp

Order book Underlying operating
profit margin

2022123 2022723

202122 (0 202122 (0

2021122 202122

Revenue Headcount

2022723 2022123 o71

2021/22 (CC) 2021/22 795

2021/22 £67.2m

*  Prior period results have been restated to reflect the fact that a share of central
plc costs are no longer included in the operating profit measure for operating
segments. See Note 5 to the Group Financial Statements.

Strong demand drivers are underpinning growth
Our EE business is in a strong market position which
provides confidence in our ability to capitalise on
favourable market trends in policy and funding for
climate change and energy decarbonisation. We
have focused our portfolio on market-facing growth
solutions that include policy, strategy and economics;
water management; corporate sustainability; air
quality and environmental management; and digital
modelling. These growth solutions include both
strategic and technical consulting expertise and

are combined with our data-science and software-
development capability, delivering repeatable and
scalable growth, while expanding across our markets
and regions.

As an example, we advise governments around the
world on developing and implementing the policy
measures needed to reduce the environmental impacts
of different sectors in the most efficient and effective
manner. This policy insight provided to international
governments is valued by the private sector, where we
provide strategic support to help companies respond
to new and emerging policy measures — such as using
our digital modelling tools to forecast the impacts of
policies and strategies on the demand for energy in
both the near and long term.

The value and impact of our work

EE’s work delivers significant improvements to

the environment, helping to reduce the near and
long-term impacts of climate change, as well as
helping to substantially accelerate the energy
transition, developing innovative solutions and
deep technical insights needed to decarbonise
energy generation, distribution and use. Critical

to the value that our experts offer is the depth of
expertise at each stage of the value chain, with our
robust policy and strategy support enabling clients
to undertake effective solution implementation.

For instance, Ricardo recently developed the
evidence needed to inform negotiations and

the subsequent strategy announcement by the
International Maritime Organization on reducing
maritime greenhouse gas emissions to zero by 2050.
We also recently supported the update of the EU
ITS Directive, which is targeting 1.1% annual CO,
reductions and net benefits of EUR 158bn. This
policy support will enable us to effectively support
organisations around the world in implementing
the solutions to meet these ambitions, which will
include both technical consultancy and engineering.
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Our performance in FY 2022/23

The continued demand for EE solutions has
underpinned a very strong performance in FY 2022/23,
with total revenue, including the results of businesses
acquired in the year, up by 31%. Activity levels
remained high throughout the year with a record order
intake, resulting in an order book at 30 June 2023 of
£88m, an increase of 54% on a constant currency
basis, providing good visibility into the new financial
year, which helps to underpin our growth strategy
execution. On an organic basis, excluding the results
of acquisitions, revenue and underlying operating
profit grew by 20% and 30% (constant currency).
The organic growth was driven by strong demand
across multiple services, segments and geographies.
In FY 2022/23 we secured multiple new contracts
across our market-facing growth solutions, including
the EU Mission Implementation Platform for
Adaptation to Climate Change (MIP4Adapt), a
significant contract for the European Commission.
Through this contract, Ricardo’s climate change
experts are helping to accelerate Europe’s
transformation to a climate-resilient future. EE has
continued to see substantial growth in the Middle East,
with substantial demand for the environmentally
focused development of digital solutions. This demand
is driving high-value work for nationally critical
environmental projects. Our reputation for managing
air quality monitoring networks and modelling complex
data sets also continues to be recognised by clients,
with further substantive contracts.

EE’s growth has also included E3-Modelling (E3M)
and Aither Pty Ltd, having acquired the businesses

in January and March 2023 respectively. E3M, which
provides advanced empirical modelling services,
focuses on the energy-environment nexus and is
highly complementary to Ricardo’s unique position

at the intersection of the energy, environment and
mobility agendas, providing digital modelling
capabilities right across the Group. Aither Pty Ltd, an
Australia-based natural-resources policy consultancy,
strengthens our regional capabilities and significantly
builds EE’s global environmental portfolio in water and
advisory services.

Building on the acquisition of Inside Infrastructure
Pty Ltd in March 2022, these latest acquisitions
demonstrate Ricardo’s continued commitment to
growing its global reach and extending its portfolio in
Clean Energy and Environmental Solutions. Ricardo’s
existing water capabilities combined with Aither and
Inside Infrastructure, have already started bidding

Governance Report
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together with a strong pipeline of opportunities
domestically in Australia, as well as in the Middle East.
E3M and Aither have contributed £4.8m of revenue
and £1.1m of underlying operating profit in the period
since their acquisitions. Inside Infrastructure
contributed £3.9m of revenue (FY 2021/22: £0.9m on
a constant currency basis) and £0.9m of underlying
operating profit (FY 2021/22: £0.1m on a constant
currency basis).

CASE STUDY

INNOVATIVE DIGITAL
CLIMATE SOLUTION

TO SUPPORT UAE
CLIMATE COMMITMENTS

Ricardo is supporting the
Government of the United
Arab Emirates (UAE) with the
development of an innovative
solution for the monitoring,
reporting and verification of
Greenhouse gas emissions
(GHG) across the region.

The project utilises Ricardo’s world-leading
expertise in GHG inventories, combined

with its extensive experience in climate
change policy and environmental software
development. The advanced digital solution
will provide critical insights across a range

of industries, supporting the Government

in proactively driving forward the regions
ambitious climate change commitments, which
includes implementing its Net Zero 2050 plan.
The project continues to demonstrate the
Government of UAE's regional leadership in
tackling the worsening effects of climate change.

The innovative GHG emission monitoring,
reporting and verification solution will be
presented as part of the UNFCCC 28th
Conference of the Parties being hosted in the
UAE; and Ricardo’s experts are already working
with a number of additional countries who will
benefit from advanced GHG inventory support.
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OPERATING SEGMENT REVIEW CONTINUED

RAIL AND

MASS TRANSIT

Built on a unique foundation of strategic
consultancy, complex engineering and safety
assurance, we address critical challenges across
every aspect of the rail industry.

(3%

demands.

HIGHLIGHTS*

+1%

Order intake

2022/23 £89.2m
202122 €0
2021/22 £85.0m

+5%

Order book

2022/23 £108.7m
202122 €0
202122

-4%
Revenue
202223

2021122 )
2021722

*  Prior period results have been restated to reflect the fact that a share of central

We support our clients in
navigating the rail industry’s
developmental, operational,
commercial and regulatory

-18%

Underlying operating profit

02 T
202122 €0
202122

-1.7pp

Underlying operating
profit margin

2022123
202122 €0
202122

-9%
Headcount

2022/23 514
2021/22 563

plc costs are no longer included in the operating profit measure for operating
segments. See Note 5 to the Group Financial Statements.

Capabilities across all disciplines

Ricardo’s rail experts provide specialist engineering
and assurance services to help clients navigate the
industry’s complex operational, commercial and
regulatory demands. Our experts work across a

rail project’s life cycle to provide rail operators,
infrastructure managers and original equipment
manufacturers the highest safety, operational and
environmental standards. Our rail expertise includes:

e Railway systems engineering — Systems
engineering extends across technical activities
that support our clients in realising the intended
performance of a complete and integrated system

e Operations and maintenance — Disciplines that
support operators in optimising day-to-day
operations to deliver long-term efficiencies

¢ Rail design and engineering — From capturing
requirements through to design, in-house
manufacturing, and approvals, we provide end-to-
end support that provides full project management

¢ Independent assurance — Undertaking a wide
range of independent assurance and certification
support, from assessing new products so that they
meet industry standards to the assessment of the
construction of entire railway systems

Supporting the future needs of the rail industry
In addition to strong demand for Ricardo’s core
engineering and safety expertise across the global rail
sector, we are also seeing an increasing demand to
support industry and operational decarbonisation. This
demand enables Ricardo to utilise both its sustainability
and energy expertise to provide robust strategy and
impactful implementation, and extends our delivery
across the value chain. This has included a range of
services, from insights into national and regional
sustainable rail policy, through to the integration of
clean energy solutions into rail infrastructure and rolling
stock. Examples of delivering these services include
research, strategy and investment requirements for
the utilisation of green hydrogen in UK national rail
operations, decarbonisation insights for regional
government rail decarbonisation in countries across
Asia Pacific and the integration of trackside renewable
energy technology directly into rail infrastructure.

Our performance in FY 2022/23

An order intake of £89.2m represents a 1% increase
on FY 2021/22 on a constant currency basis, reflecting
sustained demand for Rail and Mass Transit. The
closing order book remains high at £108.7m, in line
with the prior year.
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During the year, we were successful in winning
significant long-term project extensions across the
Middle East and Australia in building our business in
North America. Nevertheless, revenue reduced to
£73.5m and represented a 4% reduction on the prior
year on a constant currency basis — this is in line with
expectations, as some large projects completed in
the year and new projects won have not yet started.

The strong order book, which includes wins in

new territories, provides growth opportunities for

FY 2023/24 and beyond. For example, in Ireland we
were awarded Designated Body (DeBo) status in
November 2022, which enables us to offer clients in
that market a broader range of accredited assurance
services and access approximately three times the
serviceable market (compared to non-DeBo status).
This aligns with the full portfolio offered in established
markets such as the UK, the Netherlands, Belgium,
Denmark and Spain. In North America, we are helping
regional governments and rail sector organisations

to enhance industry safety standards. This includes
securing key strategic and safety roles with new
transit systems in Ottawa, Canada.

Underlying operating profit reduced by £1.7m (18%)
on a constant currency basis. Underlying operating
margin was 10.9% (FY 2021/22: 12.6% — constant

currency). This was driven by the reduction in revenue,

combined with investment in business development
capability to drive order intake in Australia and
new territories.

Following a review of subsidies provided during the
pandemic, we have taken the decision to provide for
the return of a £0.5m COVID-related subsidy to the
Dutch government.

In addition, £0.7m of restructuring costs were
recognised in the year within specific adjusting items
(FY 2021/22: £1.0m). This was driven by the
simplification of the management structure, aligned
with our focus on core growth opportunities. The cash
cost of the actions, which includes the cash cost of
the actions accrued for at the end of FY 2021/22,

was £1.1m (FY 2021/22: £0.3m).

In addition, following a review of subsidies provided
during the pandemic, we have taken the decision to
provide for the return of a £0.5m COVID-related
subsidy to the Dutch government.
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CASE STUDY

SHADOW OPERATOR
FOR NEW 15KM
METRO LINE IN MANILA

The city of Manila commissioned a
new transit line, MRT-4, to connect
the central business district with
the eastern province of Rizal.

Given the high complexity of the project,
Ricardo was appointed as a ‘Shadow Operator’.
Our Rail experts are advising the technology
and design teams on the day-to-day needs

of the eventual railway operator, including
guidance on operational risks and safety
hazards, developing passenger flow models, and
advising on recruitment and work scheduling.
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OPERATING SEGMENT REVIEW CONTINUED

EMERGING
AUTOMOTIVE
AND INDUSTRIAL

Emerging Automotive and Industrial is a trusted
partner for the next generation of sustainable
mobility. Leveraging expertise in power
electronic systems and propulsion systems,
software and digital technologies for connected,
autonomous vehicles, we deliver clean, efficient
and integrated propulsion and energy solutions
to support our clients in their energy transitions.

(4%

Specialists in energy transition
propulsion, driveline, and
controls design, optimisation,
and prototype development.

HIGHLIGHTS*

-19%

Order intake

+279%

Underlying operating profit

2022/23 £84.3m 2022/23 £10.6m
2021122 cc) 2021122 cc)

2021/22 £101.3m 2021/22

+3% +9.0pp

Order book Underlying operating
profit margin

2022/23 £55.0m 2022/23 12.9%
20222 0 202122 0
202122 202122

+16% -20%

Revenue Headcount
2022723 2022723 435
2021/22 (CC) 2021/22 542

2021/22 £69.1m

*  Prior period results have been restated to reflect the fact that a share of central

plc costs are no longer included in the operating profit measure for operating
segments. See Note 5 to the Group Financial Statements.

We solve the most complex mobility challenges
From strategic planning and policy, concept to
manufacture, we work with clients across the globe
in key automotive and industrial transport sectors:
passenger and light vehicles, commercial vehicles,
off-highway vehicles, motorcycles, marine and
aerospace as well as stationary power generation
and infrastructure. We bring sustainable mobility
solutions to the market quicker while enhancing the
overall performance across key transport sectors.

e Electrification — We enable our clients to de-risk
electric vehicle (EV) development, while reducing
time, cost and navigating stringent policies.

We provide solutions across power electronics,
emachines, edrives and batteries to accelerate
EV adoption

e Hydrogen fuel cell development — We specialise
in design and integration of fuel cell systems to
decarbonise commercial vehicle, off-highway,
aerospace, and marine applications.

e Sustainable fuels — We help clients navigate
changing legislations, identify, and implement
sustainable fuel solutions including hydrogen,
biofuels, and synthetic fuels to reduce emissions
across a wide range of transport applications

e Hybrid — We support the decarbonisation of
transport through the design, development and
implementation of hybridised powertrain and
driveline systems.

A rapid shift to decarbonised sustainable
transport technology

Zero emission propulsion is driving transformational
change in all forms of transport driven by increased
emissions regulation, country specific bans of fossil
fuel vehicles and increasing consumer adoption of
electrified vehicles. Across mobility, there are many
propulsion technologies, working towards different
time frames and different applications by industry,
geography and application. Furthermore, new mobility
solutions will only become viable for all stakeholders
if energy sources are resilient, convenient and
cost-effective at the point of need.
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Our expertise supports the solution delivery across the
value chain from policy, strategy and advisory services
to design, engineering, testing and niche production
and product launch. We develop strategies for the
transport sector which address the biggest challenges
of reducing green house gas emissions and we strive
to deliver a better world through solutions that take

a whole life cycle carbon neutral approach. As an
example, Ricardo is working with the Sustainable
Hydrogen Powered Shipping consortium (sHYpS)

to design and develop hydrogen fuel cell propulsion
technologies to power the next generation of zero
emissions passenger ships. The project involving

13 partners in six European countries will accelerate
the adoption of hydrogen as a renewable fuel in the
maritime industry. The work has been funded by

UK Research and Innovation (UKRI) under the UK
Government’s Horizon Europe funding guarantee.

Our performance in FY 2022/23

Emerging Automotive and Industrial built on its
return to growth and delivered a good performance
in both revenue and underlying operating profitin FY
2022/23. Revenue was up 16% and operating profit
increased by 279% on an underlying basis. Headline
operating profit margin was 12.9% up by 9.0pp, with
the positive impact of volumes and the restructuring
which was executed in H2. Throughout the year,

we secured a number of significant contracts in both
the US and Europe including Cranfield Aerospace
Solutions, Toyota Hilux and Kalmar.

Order intake declined by 19% year-on-year, on

a constant currency basis, reflecting the market
challenges in the automotive industry resulting in
timing uncertainties in new electrification and
integrated mobility projects. Our order intake was
geographically diverse with ¢.30% coming from North
America, c.60% from EMEA and c.10% from Asia.

We expect a level of market uncertainty to continue
as we move into Q1 FY 2023/24 but to grow
thereafter as new projects become active and we
win new contracts.

Governance Report

Financial Statements 47

CASE STUDY

FUEL CELL POWERED
TERMINAL TRACTOR

Kalmar offers a range of cargo
handling solutions and services
to ports, terminals, distribution
centres and to heavy industry.
To meet legislation requirements,
manufacturers must shift to zero
emission technologies

Ricardo supported Kalmar, in partnership
with Toyota Tsusho America, with the design,
integration and assembly of fuel cells into the
Kalmar Ottawa platform. The project aims

to offer Kalmar clients extended operational
uptime and reduce the need for new
investment in electrical grid infrastructure.
Utilising extensive experience and design
expertise in fuel cell systems and integration,
Ricardo integrated a fuel cell system to deliver
cleaner and more efficient propulsion.
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OPERATING SEGMENT REVIEW CONTINUED

GROWTH WITHIN OUR
ESTABLISHED MOBILITY
PORTFOLIO

Engineering a better future through our traditional
engineering and technical consulting services, with
niche specialisms in manufacturing and industrial
engineering, designing solutions from concept right
through to production. Established Mobility’s growth
is driven by increasing demands in continuously
improving the performance of traditional mobility
solutions to reduce the impacts of climate change.

OUR OPERATING SEGMENTS

Performance Products Defense Established Automotive
Ricardo specialises in the design, A trusted engineéring seryices and Industrial
manufacture and assembly of partner for clean, €ffiCient, With over a century of propulsion
specialised engine and propulsion integrated-propulsion“and energy design and development, we deliver
systems delivered at niche volumes ~ systems with-a deéptégaCy in transportation solutions from
to our clients in the motorsport, partnering with the US military strategic planning to concept. We
high-performance vehicle, defence in the-transition-of innovative work across key transportation
and aerospace industries. technologies from science industries to bring solutions to

to application. market more quickly, while

enhancing performance.

@ PAGE 50 @ PAGE 52 @ PAGE 54
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OPERATING SEGMENT REVIEW CONTINUED

PERFORMANCE
PRODUCTS

Performance Products (PP) is responsible for the
manufacture and assembly of niche high-quality
products, including engines, transmissions and
other performance-critical driveline and
powertrain products. We also provide industrial
engineering services for clients around the globe
to enable designs to successfully move from
concept to series production.

(4%

Engineering specialists in
transmission design and
niche-volume manufacturing.

HIGHLIGHTS*

+54%

Order intake

+2%

Underlying operating profit

2022723 2022123
202122 (0 202122 )
2021/22 £75.1m 2021/22
+58% -1.3pp

n

Order book Underlying operating
profit margin

2022/23 2022/23

202122 ) 202122 €

2021122 2021122

Revenue Headcount

202223 20223 T
2021/22 (CC) 2021/22 330
2021722

*  Prior period results have been restated to reflect the fact that a share of central
plc costs are no longer included in the operating profit measure for operating
segments. See Note 5 to the Group Financial Statements.

Recognised for our global expertise in
industrial engineering and niche production
We are a trusted engineering partner for our clients
across the motorsports, high-performance vehicles,
aerospace and defence sectors. We provide expert
design, engineering, manufacturing, assembly and
test capabilities for engines and transmissions.
With decades of experience, our technical experts
support our clients in bringing their cutting-edge
innovations to market.

¢ Industrial engineering — From start-ups to
established multi-nationals, we apply our range
of industrialisation consultancy services to help
clients navigate all manner of niche volume
production challenges

e Powertrain systems production — Our full-service
solutions are tailored to the requirements of our
clients, enabling us to deliver proven, cost-effective
powertrain solutions for the world’'s most
demanding niche applications, from series engine
supply to niche volume assembly programmes

e Driveline production — We develop and deliver
quality, cost-effective driveline and transmission
solutions for the world’s most demanding high-
performance and specialised applications, providing
our clients with a complete end-to-end service
tailored to their requirements. Ricardo
accommodates niche volume programmes of any
size, from single prototype builds through to
automated production lines

Accelerated adoption of green propulsion
Operators are presented with the challenge of
decarbonising their product portfolios while
meeting the expected performance specifications
and volume requirements associated with these
platforms. Our green propulsion solutions support
the next generation of specialist vehicles with the
development and production of zero emissions
technologies, including fully integrated electric
drive units (EDU) and battery solutions.

We are helping our clients decarbonise their
portfolios without compromising on performance
or quality by utilising our significant expertise in
high performance automotive, combined with

our experience in developing solutions for

Formula E and electric vehicle (EV) demonstrators.
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Our performance in FY 2022/23

PP has had a record year for order intake. This reflects
a number of significant contract extensions as well

as new clients attracted to the business. The most
significant of these contract awards was the extension
of engine supply to McLaren until 2030, the extension
of transmission supply to the Porsche Cup programme
until 2028, the continuation of transmission supply

to Bugatti and a new multi year transmission supply
programme to Singer Vehicles, based in California.

Revenue from continuing operations in FY 2022/23
was £84.7m. MclLaren engine volumes continued to
increase in the year with the launch of the new hybrid
V6 Artura. Transmission volumes and revenue also
remained strong, with continuing deliveries to Bugatti,
Porsche, Aston Martin and several top tier motorsport
programmes. In addition, the expected recovery of the
aerospace sector was evident over the year, along
with continued success in supplying industrial
engineering consultancy services.

Underlying operating profit from continuing operations
was £9.0m, improving marginally on last year’s result
despite a number of significant cost increases that
impacted the business during the year, including
materials, energy and purchased parts. Underlying
operating profit margin was 10.6% compared to
11.9% in the prior period.

We continue to develop our portfolio of existing
powertrain (engine) and drivetrain (transmission)
products during the year as well as new projects in
the zero emission propulsion space, including electric
drive units, industrial engineering services in EV
production and concept work around battery systems
and electric machines.

The after-effects of COVID-19, and subsequently
the conflict in Ukraine, remained a source of some
disruption in the supply chain. However, our rigorous
process management and tools ensured that client
deliveries were protected.
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CASE STUDY

SUPPORTING
EFFECTIVE
PRODUCTION
RAMP-UP FOR
MANUFACTURER OF
PEM ELECTROLYSERS

Ricardo supported an established
manufacturer of proton exchange
membrane (PEM) electrolysers
that was facing the challenges
associated with transitioning to
producing higher manufacturing
volumes.

Ricardo performed a manufacturing-site audit

to rapidly measure and assess the manufacturer’s
operation. A benchmarking exercise was
performed to identify areas of improvement in

its production processes. This assessment was
used to prioritise actions to support production
ramp-up and increase both control and yield
from critical processes.

Several key areas for improvement were
identified that could be delivered immediately
and in the longer term to enable the manufacturer
to continue to deliver a quality product at
increased volumes.
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OPERATING SEGMENT REVIEW CONTINUED

DEFENSE

Defense continues to provide solutions to meet
the challenges our clients face in the integration of
logistics and field support for complex and diverse
systems. The demand for our services has
increased as a result of escalating world conflict
and the challenges arising in a contested logistic
environment. Our wide range of engineering and
software solutions provides system-integration
engineering for the US Army’s ground inventory,
and we are the data-replication agent for the US
Navy. We also specialise in niche manufacturing,
adapting commercial industry products to deliver
innovative sector applications that protect people
and infrastructure.

(35

Trusted expertise in delivering
wide-ranging integrated mobility
systems while optimising safety
and addressing environmental
concerns.

HIGHLIGHTS*

+40%

Order intake

+86%

Underlying operating profit

2022723 2022723 £13.4m
2021/22 (CC) £60.9m 2021/22 (CC)

2021/22 2021122
-9% +0.6pp

Order book Underlying operating
profit margin

2022123 2022123
202122 (0 202122 (0
2021722 2021122
Revenue Headcount

2022123 2022123 223
2021/22 (CC) 2021/22 190

2021/22

Prior period results have been restated to reflect the fact that a share of central
plc costs are no longer included in the operating profit measure for operating
segments. See Note 5 to the Group Financial Statements.

Industry expertise across the entire defence
system life cycle and product sustainment

We have a deep legacy in partnering with the

US armed forces in the transition of innovative
technologies from science to application, with a
proven track record of successfully fielding, integrating
and managing systems across the acquisition life
cycles. Our primary operations are located in the USA,
and we provide both product and technical service
solutions to solve complex integration challenges
across various defence platforms.

e Technical service solutions — \We address the
challenges our clients face in the maturation and
integration of complex systems for legacy and
emerging mobility platforms. With our depth of
knowledge in military-system life cycle sustainment,
combined with our digital engineering and software
development capabilities, we integrate
modernisation solutions across the US Department
of Defense (DoD) and allied forces

e Solution products — We develop and deliver
integrated products in response to identified client
needs. We also develop complete integrated
solutions as a lead systems integrator

e Field service solutions — We improve capabilities to
support and sustain systems in the field throughout
their life cycle to include life cycle sustainability
analysis, electronic technical manual development,
provisioning, total package fielding (TPF) and new
equipment training (NET)

Transition of commercial and technology
innovation to client application

The US DoD continues to move away from its
traditional approach centred on original equipment
manufacturers (OEM), with a strong focus on
accelerating the transition of innovations to the fleet
of vehicles in the field. It is also increasingly focused
on decarbonisation and its net zero plans.

The work that we do in Defense concerns the
improvement of safety to the US Army and allied
forces, delivering solutions that support the energy
transition, significantly reducing fossil-fuel usage
and carbon emissions. One example is Ricardo’s
work with the US Marine Corps to develop
capabilities that are aligned with the Department
of the Navy’s climate strategy to improve the
management of energy, the security of energy
resources and reduce its carbon footprint.
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Our performance in FY 2022/23

Defense’s order intake grew by £24.1m on a

constant currency basis in FY 2022/23. Over the vyear,
we received $50m of orders from the US Army to
provide antilock brake system/electronic stability
control (ABS/ESC) retrofit kits to improve the safety
of operation of the US Army’s high mobility multi-
purpose wheeled vehicle (HMMW V). Two contracts
were extended beyond the original end date to ensure
the continuance of Ricardo Defense in maintaining
and updating Army mobility systems. Significant
programmes included transitioning a commercial
vehicle to the Army’s inventory and providing an
extended data-management enabler across the
Navy's primary communications fleet.

Revenue increased by 78% year-on-year on a
constant currency basis. Revenue growth was driven
by increased ABS/ESC volumes — in total, we delivered
8,707 ABS/ESC kits in FY 2022/23 compared to
3,602 the previous year, including both retrofit kits
and kits for new production vehicles —and a rise in
orders for our technical and field support solutions.

Underlying operating profit of £13.4m was an increase
of 86% compared to FY 2021/22 on a constant
currency basis. Underlying operating profit margin
increased by 0.6 basis points to 15.1%.

With the establishment of our digital acquisition
framework — which enables an integrated
management of US Army technical procurement
initiatives — we can provide integrated solutions to
our clients that cover the entire procurement life cycle
for their vehicle platforms, from concept design and
development through to production and sustainment
through-life support.

Ricardo Defense continues to work with the US
Marine Corps to develop and demonstrate capabilities
to improve the management of energy supplies and
better secure energy resources to reduce the US
DoD’s overall carbon footprint. Ricardo has expanded
the work scope to develop an energy utilising
dashboard to augment and deploy a metering and
monitoring system. This enables the US Marine Corps
to analyse changing electrical demand and logistical
fuel constraints so that operators can make better
informed command-and-control decisions on fuel

and energy resiliency.
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CASE STUDY

DIGITAL DATA
FILE MANAGEMENT
FOR THE US NAVY

The US Navy hosts a set of software services on
the deployed fleet that provides for the transfer
of technical data for maintainers and supply
chain managers. Ricardo has developed an
enterprise software solution that incorporates
file transfer and messaging capabilities. We
have demonstrated exceptional success by
providing comprehensive sustainment and
product improvement and by introducing new
capabilities with each software release. These
software products are deployed across the
surface and subsurface fleet of the US Navy.

Ricardo plc Annual Report and Accounts 2022/23



54

OPERATING SEGMENT REVIEW CONTINUED

ESTABLISHED
AUTOMOTIVE
AND INDUSTRIAL

Established Automotive and Industrial is a trusted
partner for OEMs and tier one suppliers across the
transportation industry. With over 100 years of
engineering experience in the design, building
and testing of conventional powertrains, it is
helping global clients with bridging technologies
to support the shift to decarbonised transport
solutions. Demand for Established A&l services
is driven by global decarbonisation targets and
compliance with emissions standards, especially
in heavy duty and defence markets.

(3%

Trusted expertise in delivering
efficient, integrated propulsion
systems while addressing
environmental concerns.

HIGHLIGHTS*

-2%

Order intake

2022123
202122 €0
202122

+7%

Order book

2022/23 £27.5m
202122 0
2021/22 £26.8m

-48%
Revenue
2022123

202122 €0
2021/22 £50.9m

*  Prior period results have been restated to reflect the fact that a share of central

-214%

Underlying operating profit
2022123

202122 0
2021122

-30.5pp

Underlying operating
profit margin

2022/23 (21.0)%

2021/22 (CC)
2021/22
-25%

Headcount

2022/23 339
2021/22 749

plc costs are no longer included in the operating profit measure for operating
segments. See Note 5 to the Group Financial Statements.

Industry expertise across the transport industry
from concept to production

We have deep experience in partnering with

OEMs and tier one suppliers across automotive,
commercial vehicle, off highway, defence and

marine market sectors. We apply innovative tools
and processes — refined over a century of mobility
engineering experience — to enable faster design and
validation of efficient propulsion systems and reduced
whole life costs. This includes systems optimisation,
design upgrades of existing platforms and complete
clean sheet vehicle design through to production.

e Propulsion systems engineering — design,
development, testing and calibration of conventional
powertrain and drivetrain solutions

e Rapid realisation — rapid prototype, demonstrators
and ultra low volume vehicles from concept to
manufacture

Transition to zero emissions propulsion

Our expertise in internal combustion engine design

is facilitating energy transition and decarbonised
transport by adapting traditional combustion
technologies to apply innovative and sustainable fuels,
such as hydrogen. We are helping clients with this
transition by navigating challenges relating to changes
in emissions legislation, such as Euro 7, where the
Ricardo Vehicle Emissions Research Centre (VERC)
and Advanced Propulsion Research Centre (APRC)
support clients achieve such standards.
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Our performance in FY 2022/23

Established Automotive and Industrial order intake
was £36.2m, a decrease of 2% on a constant currency
basis in FY 2022/23. Significant programmes included
a highly customised fleet of vehicles for London'’s
Metropolitan Police, driveline systems development
for defence vehicle applications in Asia Pacific as well
as engine calibration work for off-highway machines
and passenger car vehicles to ensure compliance

with future emissions legislation.

Governance Report

CASE STUDY

NEXT GENERATION
ENGINE FOR LIGHT DUTY
VEHICLES

Ricardo worked with Achates
Power to develop the next
generation of opposed piston
gasoline compression ignition
engines for light duty vehicles.
Funded by the US Government'’s
ARPA-E, the project ‘BERYL aims
to create a fuel efficient, lightweight
engine that offers improved
efficiency, while meeting
emissions targets.

Ricardo has undertaken design and systems
integration, achieving a target of 60% weight
reduction. The team expects that, when

fully developed, this engine will achieve an
improvement of up to 20% over baseline

in fuel economy and deliver an unadjusted
corporate average fuel economy and combined
35 MPG for a full sized pickup truck, alongside
diesel like torque from a gasoline engine.

i
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Revenue decreased by 48% year-on-year on a
constant currency basis. Revenue decline was driven
by the reduced demand for services in this area which
led to management implementing the structural
changes announced in the first half and carried out

in the second half.

Underlying operating loss was £5.8m, a decrease
of 214% compared to FY 2021/22 on a constant
currency basis. Underlying operating profit margin
decreased by 31pp. Operating profit performance
is expected to improve in FY 2023/24, due to the
significant restructuring actions taken in order to
rebase the business appropriately.
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OUR STAKEHOLDERS AND SUPPORTING OUR SECTION 172 STATEMENT

For Ricardo, stakeholder
engagement means participating
in conversations to understand the
needs and priorities of each of our
key stakeholders. The work that
we do has an impact on society
and, as a Group, we are motivated
to continue innovating and

being pioneers of change and
thus accelerate our clients’

energy transitions.

We regularly engage in conversations with
key stakeholders on a variety of themes across
our business to build strong and positive
relationships. Stakeholder engagement takes
place across our management teams at Group
level, throughout our business operating
segments and involving the Board.

Stakeholders and the Board

The Board recognises the need to build trust with
our key stakeholders to ensure the long-term
success of the business. In accordance with
Section 172 of the Companies Act 2006, each
Director has acted in a way that they considered,
in good faith, would be most likely to promote
the success of the Company for the benefit of

all its stakeholders.

In making decisions, we consider the interests

of stakeholders across the Company — not just

at Board level. Nevertheless, our approach to

key stakeholders is influenced across Board
discussions in terms of how we engage and
support value creation. Further details on
engagement and how our Board operates can

be found in the Governance section of this report.

The following stakeholder groups have been
identified as being fundamental to the success
of the Group.

Clients

At Ricardo, our clients are the cornerstone of
everything that we do. We are committed to delivering
service excellence, providing enhanced service levels,
ensuring the future sustainability of the Ricardo Group
and that our business practices and supply chain
accord with our values.

How we engage

e Management teams within our operating segments
engage with our clients through formal feedback
activities, including the Voice of the Client (VOC),
to gain insight on the client-service experience
throughout our projects

e Informal feedback is gathered through regular
client meetings, which take place both with Group
executive team members and field-based teams

How the Board engages

e The Board ensures that it continuously monitors
performance through regular reviews with the
Chief Executive Officer of the Group’s relationships
with its key clients and suppliers, including the
review of VOC surveys and the Group client-
satisfaction survey

e Business review and deep dive sessions with the
operating segments are also reviewed by the Board
on a quarterly basis

How we create value

In May 2023, around 200 of our clients completed our
inaugural client-satisfaction survey, which measured
satisfaction, loyalty and brand awareness. The Group's
client-satisfaction score currently stands at 81% and,
as a result, we are now applying best practices and
developing skills and capabilities in key-account
management tools to deliver continuous improvement
in execution.
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People

The experience and expertise of our colleagues is
essential for the delivery of our strategy. We promote
an open and ethical culture that is diverse and
inclusive, fostering good engagement and allowing us
to deliver value to all our stakeholders. We provide a
safe working environment and regularly engage with
our people and provide opportunities for progression
and personal development.

Communities

As a global company with operations in over

20 countries, we play an active role in helping our
local communities thrive by contributing both socially
and economically. We operate in a responsible and
sustainable way by always aligning our decisions
and actions according to our values and our ESG
commitments, by considering the operational and
environmental impact of our businesses on local
communities and by demonstrating clear and
sustainable policies that support our values.

How the Board engages

e The Board regularly engages with our people and
teams across our sites through regular ‘meet the
Board’ lunches and dinners, and ensuring that a
wide range of employees give presentations at
Board meetings

e The Board reviews feedback from regular employee
opinion surveys and agrees action plans with the
management team

e The Board also receives regular feedback from
engagement work conducted by the Workforce
Engagement Director

How the Board engages

e The Board is provided with regular updates on
initiatives and activities across countries and sites
and their impacts on our wider community

e As part of this approach, the Board also considers
the Group’s net zero ambitions and its wider ESG
strategy and how these can be an integral part of
the Group's long-term sustainable success

How we create value

Our Group Engagement score for 2023 was 3.9 out of 5,

which was similar to the previous year's score. We are
making strides in building further engagement by
listening to feedback gathered not only from the survey
but also from the Q&A sessions that take place across
our sites annually. We also have several listening forums
that meet regularly — including our Diversity, Equity and
Inclusion (DEI) Council, our network of affinity groups,
our works councils and union representation — to allow

our people to have a voice and share ideas. Furthermore,

we now have introduced a Group-wide activities plan
that includes both DEl and Ricardo culture celebrations,
including the launch of our Values Week, which took
place in March 2023.

How we create value

Our teams deliver not only science, technology,
engineering and maths (STEM) activities but also
promote sustainability and demystify climate change
in schools and colleges to raise awareness about
careers in these areas. We have also recently launched
Ricardo’s global charitable programme, which focuses
on supporting and expanding the great work that we
are already doing and on creating ever more social
value through volunteering, STEM education
programmes and charitable matching funds.
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OUR STAKEHOLDERS AND SUPPORTING OUR SECTION 172 STATEMENT CONTINUED

Shareholders

We are committed to delivering value to our
shareholders. Our shareholders provide us with the
financial liquidity that we need to continue to operate;
and it is our responsibility to build a transparent and
open engagement to ensure they are well informed
and understand the financial performance of the
Group, our strategy, capital distributions, long-term
viability and that the Group is a sustainable
investment proposition.

Suppliers and partners

Ricardo has a global network of suppliers that

provide us with services and products that are needed
for us to deliver according to client requirements. We
actively engage with our suppliers to ensure that our
supply chain is competitive and reflects the Group's
values, that supply chain disruption is minimised or
avoided and that we have trusted relationships to
ensure our operational success.

How the Board engages

e Regular reviews of shareholder interactions,
including feedback by the Chair, Executive Directors
and the Group Director of Communications, and
feedback from the Group’s brokers

e The Board attends the Annual General Meeting
where our shareholders are invited to submit
questions on various governance matters

How the Board engages

e The Board reviews suppliers and supply chain risks
and opportunities through operating segment
reviews and deep dive performance reviews

e The Board reviews partnership arrangements to
ensure that they are aligned to our overall strategy

How we create value

Ricardo arranged a Capital Markets Day in May
2023 to provide an update on our strategic
progress as well as to share information on our
growing energy transitions portfolio. We also
lead an investor roadshow programme, after our
interim and preliminary results presentations,

to provide both our major shareholders and
prospective new investors with further detail on
the progress we are making across the business.
Ricardo has also invested in its new website and
the investor pages have been updated, ensuring
that the relevant information is easy to access.
www.ricardo.com/investors

How we create value

We work with our supply chain partners to ensure
that we are creating innovative approaches that
improve on-time delivery and our ESG credentials in
reducing our Scope 3 carbon emissions and waste.
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How the Board considers stakeholders in its
meetings and principal decisions

Cost of living employee support The Remuneration
Committee supported management’s approach to
mitigate the impact upon key employee groups of
increased inflationary pressures and the increased
cost of living.

Divestment of the Ricardo Software business \When
preparing to sell the business there was engagement
with local teams to consider the security of
employment, services with clients, relationships with
suppliers, and the impact upon shareholder value in
the Group following the disposal. The Board concluded
that the work carried out by the Company, and the
papers provided to it, had helped inform the Board as
to who was the best buyer for the business.

Acquisition of Aither Pty Limited and E3-Modelling
S.A. When the Board considered the acquisition of Aither
and E3M it focused on the interests of people, clients and
shareholders. The Board reviewed with management
whether the acquisitions were aligned with the Group’s
strategy to build its consulting business and to build value
for shareholders. The Board received regular updates from
management throughout the acquisition process which
highlighted how stakeholder interests were considered
and taken into account. Detailed integration plans were
produced for both businesses which have ensured that
the Board is kept informed as to how stakeholders
interests are being managed following acquisition.

2023 Capital Markets Day In May 2023 the Company
hosted investors to hold a capital markets day at
which it set out the Group’s strategy and provided an
update on progress. The Board reviewed and provided
challenge on the content and messaging used at the
event and reviewed and commented on feedback
received from attendees and from the market after
the event. The Board recognises the importance,

and benefit, of engagement with current and future
investors so they can better understand the Group
and the strength of its investment case.

Increased focus on ESG matters and stakeholders
During the