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Morgan Advanced Materials is
a purpose driven organisation,
with a long history of innovation.

Founded in the UK in 1856, we have deep
expertise in ceramics and carbon materials

and we exploit our knowledge and experience
to solve difficult problems for our customers.
Our model means we serve customers where
they need us, across a diverse range of markets,
and this has seen us grow to become a global
organisation with around 70 manufacturing
sites in 20 countries.

Our focus is on helping customers push the
limits of their processes and products to meet
demanding requirements, from higher process
temperatures and higher product performance,
to increasing miniaturisation.

Our purpose is to use advanced materials
. to make the world more sustainable and to
solutions improve the quality of life. We deliver on

for a greener that purpose through the products that we
fUtU re make, and the way that we make them.

Sustainable

We play a role in helping the world become
more sustainable. Our products help our
customers to be more efficient — to use less
energy in their manufacturing process or

in their product, and to generate less CO,.

Our approach to sustainability is embedded
within our strategy. We see this as
fundamental to our future growth and
resilience, and to delivering exceptional

value to our stakeholders, while building
" a company that our people can be proud of.

@ Read more on pages 34 to 53
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Morgan in numbers

We assess our
performance
across a wide
range of metrics.

To support the
Group’s strategy
and to monitor
performance, the
Board of Directors
and the Executive
Committee use a
number of financial
key performance

indicators (KPIs).

Financial KPlIs

(statutory and adjusted performance KPIs)

Revenue (£m)

Performance

On areported basis, revenue increased by

£2.6 milion, 0.2%. Growth is lower than prior
year but reflects strong recovery in the second half
of the year following the cyber security incident
experienced in January 2023. See the Review of
operations on pages 62 and 63 for more detalil.

1,112.1 1,114.7
950.5

Organic constant currency
revenue growth" (%)

Performance

On an organic constant currency” basis revenue
grew by 2.5%. Growth is lower than prior year
but reflects strong recovery in the second half
of the year following the cyber security incident
experienced in January 2023. See the Review of
operations on pages 62 and 63 for more detail.

10.3 11.2
2.5
21 22 23 21 22 23

Adjusted operating
profit margin® (%)

Performance

Adjusted operating profit margin has
decreased following the cyber security
incident in January 2023, with strong recovery
in the second half of the year. Pricing and
efficiency savings continue to more than

offset inflation. See the Review of operations
on pages 62 and 63 for more detail.

13.1 13.6
10.8

21 22 23

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

Performance

We continue to invest in capital expenditure
to support future growth. Increase in 2023
reflects improvement in working capital.

66.2
14.6
(46.9) [ ]

21 22 23

*  Throughout the Annual Report, including the Strategic Report, adjusted measures are used to describe the Group’s
financial performance. These adjusted measures are not recognised under IFRS or other generally accepted accounting
principles (GAAP). These measures are shown because the Directors consider they provide useful information to
shareholders, including additional insight into ongoing trading and year-on-year comparisons. These non-GAAP
measures should be viewed as complementary to, not replacements for, the comparable GAAP measures.
Throughout this Report these non-GAAP measures are clearly identified by an asterisk (") where they appear in
text, and by a footnote where they appear in tables and charts. Definitions and reconciliations of these non-GAAP
measures to the relevant GAAP measures can be found in the Group financial review on pages 72 to 75.

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

Operating profit (£m)

Performance

Operating profit has decreased following the
cyber security incident in January 2023, with
strong recovery in the second half of the year.
Pricing and efficiency savings continue to more
than offset inflation. See the Review of operations
on pages 62 and 63 for more detail.

113.1 140.8

Continuing EPS (p)

Performance

Reduction driven by the impact of the cyber
security incident in January 2023, with strong
recovery in the second half of the year.

30.6

23.9

16.4

Dividend per share (p)

Performance

For the year ended 31 December 2023,
the Board is recommending a dividend
of 12.0 pence, in line with last year.

12.0 12.0

9.1

21 22 23

21 22 23

21 22 23

Return on invested capital” (%)

Performance

Return on invested capital for the year ended
3| December 2023 remains within our
financial framework (see page 22).

20.9
17.6

21 22 23

The ROIC calculation has been simplified so that it can
be calculated from published information. Prior period
comparatives have been restated to follow the same
methodology. Please see page 75 for further information.

Adjusted EPS’ (p)

Performance

Reduction driven by the impact of the cyber
security incident in January 2023, with strong
recovery in the second half of the year.

27.2 25.0

Net debt” to EBITDA
(excluding lease liabilities) (X)

Performance

Net debt” to EBITDA" (excluding lease
liabilities) was 1.2 times following increased
investment in capital expenditure and
working capital, and costs associated

with the cyber security incident.

0.8

0.3

21 22 23

21 22 23
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Morgan in numbers continued

At Morgan Advanced Materials we are committed to a sustainable future. In March 2021,
we set stretching goals across a number of environmental, social and governance areas.

Key environmental, social and governance (ESG) KPls

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

Alignment to strategy
1] 2 [

Why do we measure this KPI?

Our sustainability agenda includes actions to reduce greenhouse
gas (GHG) emissions and combat climate change. In March 2021,
we announced a commitment to reduce absolute GHG emissions
(scope | and 2) by 50% (against 2015 levels) by 2030. See page 37
for more information

Total water withdrawal (million m?)

Alignment to strategy
m: -

Why do we measure this KPI?

By 2030, we will reduce our total withdrawal of water by
30% (against our 2015 baseline), and we are implementing
water sustainability projects globally to achieve this goal.
See page 38 for more information.

318,842
2 1.88 1.93 Target
276,678 1.73 1.72 | 5’3
1.50 :
P 211,104 Target
157,574 71347
19 20 21 22 23 2030 19 20 21 22 23 2030

Lost-time accident (LTA) rate’

Alignment to strategy

Why do we measure this KPI?

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

a world-class safety system that supports this effort.

See pages 39 and 40 for more information.

Employee engagement rate

Alignment to strategy
m:

Why do we measure this KPI?

We measure the engagement of our people through an employee
engagement survey called “Your Voice'. As a result of the survey

we build tailored engagement plans to address key issues across our
sites, businesses and the Group. See page 39 for more information.

Target
0.28 upper
. quartile
0.22 o .
0.18 0.19 55% 500" 53% 54%
0.14 Target
0.10
No survey
this year
19 20 21 22 23 2030 19 20 21 22 23 2030

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

*  New yearly survey introduced.

## This was a pulse survey including employees with a Morgan Advanced Materials
email address only. On a like-for-like basis, engagement went down by ~1%
Afull survey will take place in 2024.

Water withdrawal in water stressed areas’

(% reduction from 2015 baseline)
Alignment to strategy

1 P

Why do we measure this KPI?

We recognise that in some instances our water demands are in areas
of increasing water stress. Approximately 30% of our manufacturing
operations are in these water stress areas.

Our goal is to deliver a 30% reduction by 2030. By improving our
water use in these areas, we will positively impact the local communities
in which we operate. See page 38 for more information.

Target
30%
23%
14%
o 9% 10%
19 20 2| 22 23 2030

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

Argentina, Australia and the state of California, USA. Using the most recent WRI data,
2023 and prior years have been restated to include China. See page 38 for details.

Female representation in leadership”

Alignment to strategy
m:

Why do we measure this KPI?

A greater gender diversity is good for Morgan Advanced Materials
and good for employees. We are continuing to take action to
achieve a more balanced proportion of women in senior positions.
See page 39 for more information.

Target
40%
30%  29% 29%  30%
No data —
not measured
19 20 21 22 23 2030

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

05

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

Big positive difference

Delight the customer

Innovate to grow

Read more on pages 23 to 25

j40dau o1893e.438
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Business overview
— what we do

We are a global manufacturer of advanced carbon
and ceramic materials for complex and technologically
demanding applications. Working across many
industries, you will find our products all around you.

Our applications range from ceramic cores for casting aero engine
turbine blades to silicon carbide focus rings for semiconductor etch,
and from carbon brushes in onshore wind turbines to thermal
insulation solutions for hydrogen reformers.

In each of these applications, in each of these markets, we bring our deep
materials and engineering expertise to bear. We act as a design partner for
our customers, translating their needs into product solutions, distinguishing
ourselves through the application engineering that we provide.

We help our customers push the limits of their processes and products

to meet the demanding requirements they face: from higher process
temperatures, to higher product performance and increasing
miniaturisation. And we do all of this while helping our customers

to reduce their energy consumption, emissions and operating costs;
helping them to improve the sustainability of their products and processes.

Innovation is at the heart of our business

Whether we are innovating in our faster growing market segments,

or supporting the changing requirements through our energy saving
solutions for more traditional industries, our materials innovations
enable rapid change. Our deep expertise in carbon and ceramics is
maintained and strengthened through our ongoing process of research
and development. Each business has a clear strategy and a technology
roadmap, and we invest in application testing to inform our technology
and product development, resulting in many bespoke solutions.

Our strategy focuses on three core capabilities

ﬁ Materials science

%@ Application engineering

@ Customer focus

The Group operates as five distinct global business units

Business unit

Products include

07

Thermal Ceramics

The Thermal Ceramics business makes advanced temperature insulation for
high-temperature processes and fire protection. Our solutions help customers,
especially those operating energy-intensive processes, to reduce energy
consumption, emissions and operating costs. Our products and systems are
used in high-temperature industrial processing of metals, petrochemicals,
cement, ceramics and glass, and by manufacturers of equipment for aerospace,
automotive, marine and domestic applications.

High-temperature insulating fibre
products (Low biopersistent fibres,

Superwool® family, RCF, Polycrystalline)
Microporous products (WDS®, Min-K®)

Firebricks and mortars
Heat shields

Molten Metal Systems

Molten Metal Systems provides crucibles for foundries, die-casters and melting
facilities working with customers in non-ferrous castings, metal powder production,
refining and recycling of precious metals, and the production of pure aluminium for
electronics applications. Extensive applications experience and process knowledge
help us to put together the optimal system for a customer’s needs.

Crucibles (Morganite® and Noltina®)
Foundry products
Furnace Industries furnace range

Electrical Carbon”

The Electrical Carbon business provides speciality graphite components, engineers
high-performance graphite materials, components and sub-assemblies to address
customer-specific technical challenges. Working in selected segments of the
semiconductor, energy, healthcare, industrial, petrochemicals, security and transport
markets, we apply our materials science expertise and engineer elegant and reliable
solutions to individual customer problems.

Semiconductor consumables
Collector strips and carbon brushes

Graphite powders

Seals and Bearings’

The Seals and Bearings business makes high-performance self-lubricating bearing
and seal components, predominantly used in pumps (industrial and domestic)

or other sealing applications. We use advanced carbon & graphite, silicon carbide,
alumina and zirconia materials to engineer lightweight, low-friction bearings and
seals. These materials help solve the problems associated with the use of lubricants
in extreme temperatures, corrosive or hygienic environments where access is
restricted, and are engineered into products which provide customer-specific
solutions. The main markets served are specialist applications in the oil and gas,
automotive, industrial, water pump, aerospace and home appliance sectors.

Face seals
Sliding bearings
Shafts

Rotary vane pump components

Technical Ceramics

Our Technical Ceramics business employs advanced materials science and
applications expertise to produce parts that enhance reliability or improve the
performance of customers’ products. Products are designed to be used in
demanding, harsh or critical environments, where we work with selected segments
of the electronics, energy, healthcare, industrial, petrochemicals, security and
transport markets, typically in close collaborative customer relationships.

* In 2024 we will streamline our management structures and manage the Company through three distinct

segments: Thermal Products, Performance Carbon and Technical Ceramics. See further details on page 31.

Components from our specialist
alumina formulations

Ceramic cores

Extruded products

Laser products

MACOR™ machinable glass ceramic

Semiconductor products
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Our purpose, our strategy and our people differentiate us at Morgan
Advanced Materials, altogether driving superior value for our stakeholders.
We are experts in materials science with a track record of delivering for
our customers, drawing on more than 160 years of innovation.

Investment case

|. We are well positioned
in large and fast-growing
markets driven by

global mega trends

The demand for renewable energy is growing rapidly as the
world seeks to decarbonise. Ongoing urbanisation drives
the need for clean energy and transportation solutions.

Our growing and ageing population places more and
more complex demands on healthcare. Digitisation brings
huge benefits in efficiency and increases in capability,

and with that we see ever increasing demand for more
and faster processing.

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

+2.5%

2023 ORGANIC CONSTANT-CURRENCY
REVENUE GROWTH

+10.4%

2023 CONSTANT-CURRENCY GROWTH IN
OUR FASTER GROWING MARKETS

2. We have leading
differentiated positions,
and this all starts

with our strategy

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

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

We have 440 scientists and engineers across the

Group, representing 17% of our white-collar workforce.
They work in four Centres of Excellence, and within

the businesses, sustaining our current materials

portfolio, and developing new materials and products.
Each business unit has a clear strategy and has technology
roadmaps that flow from this to inform the prioritisation
of development resources.

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

a manufacturing process.

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

==

o
=
G,

N

32.9m

RESEARCH AND DEVELOPMENT SPEND |

3. We play a crucial
role in helping

the world become
more sustainable

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

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

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

We have a solid plan for the coming years and are

making excellent progress so far. At this point our absolute
scope | and scope 2 CO, emissions are around 54%
down on our 2015 starting point, whilst our water usage
is 26% down on our 2015 starting point.

-54%

REDUCTION IN
SCOPE | & 2 CO, EMISSIONS

———

4. We are resilient,
delivering attractive
through-cycle returns

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

We operate in a diverse set of markets. Some are global,
some are regional, but across these markets we have
early and later cycle, and counter cyclical exposures.

We have a widely spread customer base. Our largest
customer accounts for only 1.7% of our revenues. Our
top 10 equate to around 10.4% of revenues, meaning

a loss of one customer has limited impact on the Group.

We largely make products where we sell them, with a
localised supply chain, and this gives us resilience against
local shocks. You can see this resilience in our financial
performance over the last seven years. Despite the impact
of the cyber security incident in January 2023 impacting
the full year results, our operating margins in the second
half of 2023 returned to 12.5%.

+1.4%

ADJUSTED EPS
CAGR 2016-2023

j40dau o1893e.438
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Chair’s statement

“Since joining the business

in February 2023, | have spent
time meeting my new colleagues
and major shareholders to

build a full understanding of

the challenges we face as well
as the many opportunities
we have to grow.”

NON-EXECUTIVE CHAIR

All our colleagues across the
organisation have shown
tremendous dedication, rising to
the challenge of supporting our
customers and one another
since the cyber security incident
which occurred in January 2023.
| am proud of their resilience
and continued commitment and
I ' want to thank them for their
outstanding efforts.

The Group has emerged from the cyber
security incident in good shape and we are
well placed as we enter 2024. We have a
clear strategy for growth and are investing
in the business to deliver this growth.

We are starting to see the benefits of
the capital investment programme which
will grow capacity in our faster growing
markets as well as our core markets and
the increased investment in our IT estate,
accelerating our modernisation plans and
improving our resilience.

As we prepare for the future, | am confident
in our prospects and that our team will
continue to help deliver on our purpose —
to use advanced materials to make the
world more sustainable and to improve

the quality of life.

Looking back at 2023

Our first imperative is the safety and
wellbeing of our colleagues and | am
pleased to report that during 2023
our safety performance improved,
reflecting the significant focus on
employee safety and wellbeing.

The lost time accident (LTA) rate, the
headline measure for health and safety, was
0.19 (2022: 0.28). Supporting the executive
team, your Board has spent a significant
amount of time discussing how safety
performance and culture can be improved.
My fellow non-Executive Directors and

I will continue to support the executive
team to achieve a position of ‘zero harm’.

While it has been a challenging vear,

with the continuing supply chain issues,
inflation on input costs and challenges in
labour supply, we have seen the benefits
of our positioning in attractive, high-growth
markets, our leading, differentiated

market positions and our diverse,
geographic footprint.

We are well placed to benefit from the
long-term growth driver of providing
sustainable solutions to support the
energy transition.

We delivered organic revenue growth in
2023, driven by strong growth in our faster
growing markets and more moderate
growth in the core markets. Operating
margins declined, reflecting the impact of
the cyber security incident and the slower
end market demand.

Following the cyber security incident, our
teams worked quickly to compartmentalise
the network and shut down our systems to
limit the damage and minimise the impact
on operations. Despite their efforts, there
was considerable damage to networks

and systems. Our factories nonetheless
operated throughout the disrupted first
half and our teams worked closely with
our customers to manage their deliveries.
Customer demand remained robust
during our recovery.

Further details can be found on page 20.

The Board in 2023

The Board invited me to take on the role
of Chair from Douglas Caster following
his decision to stand down, having served
nine years on the Board. | would like to
thank Douglas on behalf of the Board for
his hard work in helping the Group evolve
its strategy and growth journey.

The change of Chair comes at an
opportune time, with the Group’s strategy
pivoting to leveraging the progress made in

the Group’s transformation to drive growth.

| am confident | can help the Group as it
seeks to achieve these growth ambitions
and | look forward to working with the
Board to lead the Group in the next
stage of its journey.

During 2023, the Nomination Committee
commenced the search for three new
non-Executive Directors to replace
existing Directors nearing the end of their
nine-year tenure, as part of a phased
succession programme. Two Directors
will be recruited in 2024 and with a third
Director recruited in 2025. Further
information on the process can be found
on pages 102 and 103.

Responsible business

The Board takes its responsibilities to all

its stakeholders seriously and we are
committed to maintaining direct and
productive relationships with our
shareholders, colleagues and communities,
taking a range of perspectives and
feedback into account in our
decision-making and stewardship.

The wellbeing of our colleagues remained

a priority throughout the year. We have
listened to their views through regular
engagement surveys and employee listening
sessions. Information on how we as a Board
and business responded to their views and
some of the actions we took locally and
globally to improve their experiences can

be found on pages 85 to 86.

We have invested in supporting

our colleagues through the ongoing
cost-of-living pressures, both through
salary increases and through a wide
range of other support measures.

| am pleased by the progress we have
made this year in reducing the Group’s
environmental impact. We reduced scope
| and 2 emissions during the year and

are now 54% below our 2015 baseline.
Whilst we have met this 2030 goal,
continued focus is needed to maintain this
as the business grows. We also reduced
our overall water usage as well as usage
of water in high-stress areas.

We are on track to meet our 2030 goals.
Not only are we making our manufacturing
processes more efficient, but more
importantly our products, which have
properties to withstand heat and endure
other extreme environments, assist our
customers in reducing their environmental
impact, either by lasting longer or
improving the efficient use of resources.

Dividend

The Board is recommending a final dividend
for 2023 of 6.7p (2022: 6.7p). Combined
with the interim dividend of 5.3p (2022:
5.3p), the resulting total dividend in

respect of 2023 is 12.0p (2022: 12.0p).

The dividend will be payable on |7 May
2024 to shareholders on the register

on 26 April 2024, subject to shareholder
approval. The Board has committed

to grow the Ordinary dividend as the
economic environment and the Group's
earnings improve, targeting a dividend cover
of around 2.5 times over the medium term.

HIGHLIGHTS

0.19

LOST-TIME ACCIDENT FREQUENCY
PER 100,000 HOURS WORKED
(2022: 0.28)

12.0p

DIVIDEND PER SHARE
(2022: 12.0p)

Looking forward to 2024

As we enter 2024, we remain cautious
about the pressures on some of our
geographical markets with the ongoing
geopolitical risks. We nonetheless
expect our faster growing markets,

in particular semiconductors and
healthcare, to continue to grow strongly.

We expect the slowdown in parts of our
core markets to be countered by recovery
and growth in other parts. We are focused
on capitalising on the increased capacity in
our business from the capital investment
programme and remain open to inorganic
growth opportunities.

We are confident that continued focus on
the strengths of the business, underpinned
by our resilient balance sheet and the
efficiency and productivity gains related to
our restructuring programme will support
the further progress and the success of the
Group in the years ahead.

lan Marchant
NON-EXECUTIVE CHAIR

w
=3
=5
0
o
(0]
€,
(3]
=
(0]
o
o
3
-




| 2 Morgan Advanced Materials
Annual Report 2023

Business model

Our purpose

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

Extensive process
know-how

440 engineers and materials
scientists in four centres of
excellence-and in our plants

Vast process know-how throughout the
businesses in systems, process engineers
and plant personnel

Deep understanding of how

and why materials work, and Significant proprietary equipment
how to change their properties

Vertical integration to ensure tight process

Broad materials technology .
and product quality control, and protect IP

portfolio in ceramics
and carbon

Deep understanding of the interaction
Extensive materials testing of process steps on material properties
and characterisation capability
and expertise

Ability to manufacture bespoke components

Market focused, and sustainability and combine into value added solutions

focused, product innovation

and technological ingenuity Skilled and motivated workforce in a

b decentralised and entrepreneurial organisation
Rich intellectual property

protected through trade

secrets & select patents Long relationships with trusted suppliers
& responsible procurement practices

Our markets Faster growth markets

Clean energy

Semiconductors ‘ Healthcare ‘ and clean
transportation

This purpose guides our actions:

it underpins our work to reduce our environmental impact, informs how we treat our people, and ensures
we fulfil our responsibility for good corporate governance. We play an important role in society, using our deep
materials science knowledge and process capability to solve customer problems and deliver on our purpose.

> We support the United Nations
Sustainable Development Goals

Customer intimacy
and application expertise

Dedicated/tailored sales channels
for customer centricity

Deep insights through engineering relationships
and strategic marketing into customer needs
& developments

Significant application expertise —
solution engineering and co-development

Broad product portfolio for complete
and optimal solutions

Extensive application testing capability,
including simulating actual conditions

A high level of qualification and repeat business

Ability to serve globally with agile and
reliable local manufacturing

> We aim to be a CO, net zero!
business by 2050

®_®

@5@@

Long term,
trusted, relationships
with customers

CUY
1433
©-©@
Expanding R&D
opportunities

Oz
Product annuity
streams underpinning
revenue and
margin growth

Core markets

Industrial Metals Security and defence

Conventional Petrochemical Conventional
transportation and chemical energy

I. Scope | and scope 2.
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Market environment and industry trends

There are a number of significant trends or megatrends shaping our world: climate change, resource scarcity,
urbanisation and migration, a growing middle class, an ageing population and digitisation. These trends drive
an ever greater need for advanced materials, as our customers push the limits of their process and product
technology. We manufacture an extensive range of specialist products, satisfying a variety of niche applications

across numerous end-markets.

Faster growth markets

We are specifically targeting our faster
growing markets: semiconductors,
healthcare, clean energy and clean
transportation. These are market
segments where demands on materials
are increasingly stringent, and our

materials expertise is increasingly relevant.

We have dedicated market specialists
who face into these industries and
ensure we address the needs of today,
while developing new products and
approaches for the needs of tomorrow.

Semiconductors
Trends

Our world is becoming more digital and increasingly
connected. The quantity and complexity of semiconductor
devices is increasing, and this is driven by many of the
megatrends around us — cars are getting smarter, greater
computation and data storage is supporting digitisation and
artificial intelligence, wireless technologies are growing and
semiconductors play a big role in the transition.

Consumables used during silicon chip fabrication is an area
expected to grow 8% per year through 2025, as leading-edge
semiconductors require new processing technologies.

Consumables used during the manufacture of silicon
carbide semiconductor materials are expected to grow
at a 28% compound annualised growth rate.

Opportunities and solutions

We make consumables used during silicon chip

fabrication. Our products are leading, best in class carbon-,
graphite- and ceramic-based components used during the
manufacture of chips.

We also make consumables used during the manufacture

of silicon carbide semiconductor material. Silicon carbide is

a new compound being adopted in power devices. Electric
vehicle car makers are developing cars with silicon carbide
main power inverters, as these are lighter, more efficient and
lower the system cost.

Until recently, silicon carbide wafers could not be made in
sufficient quality, cost, and quantity to support the growth
in this space. Our products have become a key enabler to
unlock adoption.
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Healthcare

Trends

An aging global population is looking for solutions to chronic
diseases to improve their quality of life.

In emerging markets, a growing middle class is experiencing
related ailments due to exposure to more processed and
higher-calorie foods. More vehicle accidents are occurring
due to the increased accessibility of transportation, and air
quality challenges are increasing with further industrialisation.

These factors, combined with innovative new therapies, are
driving the accelerated demand for healthcare technology
solutions, with an increased focus on materials for test and
measurement equipment.

The demand in this space is expected to grow by over 6%
to 2025.

Opportunities and solutions

We manufacture a broad variety of components for use in
medical instrumentation as well as in tools for treatment and
surgery. Biocompatibility, excellent chemical and electrical
resistance and low wear rates, plus our high-quality, volume
manufacturing means we are perfectly placed to supply
components for medical applications.

Medical engineering demands the highest standards of
precision, accuracy, reliability and performance. Equipment
manufacturers and medical professionals choose our materials
for their exceptional physical characteristics.

Our deep understanding of ceramic material properties,
together with our expertise in braze alloy design, allows us
to produce high-density, highly reliable feedthroughs for

a range of medical applications, including cochlear implants
and neuro-stimulation. Our components are also used

for critical functions in gear pumps, apheresis systems,
micro-dosing systems and oxygen compression.

Clean energy and
clean transportation

Trends

The demand for renewable energy is growing rapidly

as the world seeks to decarbonise, while car companies
specifically are racing to develop electric vehicles to comply
with locally set emissions targets.

These markets are expected to grow at a 9% compound
annualised growth rate to 2025.

Opportunities and solutions

Our new ceramic materials for customers producing

solar panels support the latest generation of production
technology. We produce some of the leading brush grades
for wind turbines, offering longer lifetimes. In addition to
enabling wind technology, we also drive lower maintenance
activity, and costs, for the wind farm operators, further
reducing their CO, footprint.

We support the EV market with carbon seals and bearings
for cooling pumps which are produced to fine dimensional
tolerance, improving efficiency and minimising pump noise.
We have a leading range of products and solutions that
provide fire protection around battery packs and we are
constantly innovating these to meet evolving requirements.

Our thermal insulation Superwool® is used in heat recovery
steam generators, fuel cells and energy storage walls to
improve energy efficiency.

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

w
=3
=5
0
o
(0]
€,
(3]
=
(0]
o
o
3
-




| 6 Morgan Advanced Materials | 7
Annual Report 2023

Market environment and industry trends continued

Core markets

Our core market portfolio is diversified and differentiated. Our core markets make up 79% of Group
revenues. In these core markets, we are leading, or are among the market leaders, with strong customer
loyalty, a respected brand and deep application expertise.

Industrial
Trends

Need for customers to reduce their energy consumption
and carbon dioxide emissions to make their business
more sustainable.

Opportunities and solutions

We engineer components which are highly resistant to
chemical and physical wear, corrosion and extreme
temperatures. These components sit at the heart of
many industrial processes.

In the industrial market:

> We are engineering thermal ceramic fibre like Superwool®
XTRA to support better energy consumption

> We have produced reduced wear, reliable seals
which extend pump life by up to 4x, (compared to
spray coated stainless steel rings), resulting in the
significant reduction of through life costs
Our Pyro-Bloc® modules for regenerative thermal
oxidisers reduce the number of through-joints between
modules, resulting in fewer opportunities for heat loss,
and reduced fuel related expenses.

Conventional transportation

Trends

Ongoing urbanisation is driving the need for more sustainable
transportation solutions.

Increased requirement for materials to withstand exposure to
greater heat sources and run more efficiently.

Opportunities and solutions

We make high-performance components and sub-assemblies
to exacting standards for aerospace, automotive, marine

and rail applications, including carbon brushes for trains,

and high-temperature fibre products used for emission
control in vehicles.

In aerospace we continue to enable more efficient jet
engines through the production of more complex cores

for casting turbine blades. Customers come to us for their
most demanding applications, for example when they need
to hold very fine features on small components. And these
demanding applications arise as the next generation engines
run hotter to be more efficient. Our cores enable these
advances in engine technology.

Our seals and bearings are used in vehicle fuel and thermal
management, providing near frictionless running and low
wear rates, whilst our fused silica and mullite rollers enable
thermal annealing of automotive chassis parts.

Petrochemical
and chemical
Trends

Demand for better insulation solutions
and lower carbon options to meet
sustainability targets.

Opportunities and solutions
We manufacture a range of
components ideally suited to the
uniquely demanding operating
environments found in the global
petrochemical and chemical industry.

Our products and materials are
routinely chosen to fulfil critical
applications for on- and offshore
exploration, drilling and downstream
processing owing to their resistance
to chemical and physical wear,
corrosion and extreme heat.

Our self-lubricating seals and bearings
and our ceramic shafts are reducing
the energy consumption of pumps in
chemical plants.

Security
and defence

Trends

Increased demands for digitisation
in this market, with Al led advances
increasing.

Need for further materials
that can withstand greater strains
and pressures.

Opportunities and solutions

We supply precision-engineered
materials, components and
assemblies to meet the exacting
standards of the global defence and
security market. Our components for
night vision systems enable superior
performance. Our ceramic tiles are
used to build high-performance body
and vehicle armour.

Our advanced ceramic materials offer
superior dimensional stability, strength,
stiffness and chemical resistance across
a wide range of temperatures.
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Energy

Trends

Climate change and shareholder
influence is supporting the shift

by oil companies as they invest heavily
in renewable energy and hydrogen.

Electricity demand is growing as
economies grow and modernise.

More efficient seals are required
for the development of new pumps.

Opportunities and solutions

We manufacture products for power
generation from hydroelectric, nuclear
and traditional sources and insulation
materials for heat management.

Our carbon brushes are integral to
efficient power generation systems.

Our advanced thermal insulation is
being used to insulate heat recovery
steam generators in power and
industrial plants.
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Our strategy

Our strategy is to build distinctive capabilities in three areas
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Materials science

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

Reliable problem
solving

Ethically, safely
and sustainably
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Customer focus

Our success comes from aligning everything we do to focus on the customer. We build deep and trusted
relationships with our customers, working to understand their business and their markets, and their technical

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

challenges and product roadmaps. We align our materials development to solve our customers’ problems.

We apply these skills to solve difficult problems for our customers while operating safely, ethically and sustainably.
We will operate businesses that are, or can be:

> At scale. Among the leaders of their markets and
big enough to be resilient and able to invest to sustain

their position.

> Scalable. Running on a global basis, getting synergies
in technology, operations and sales.

We have three execution priorities which we are pursuing over the medium term
to enhance our capabilities and improve our strategy execution.

Big positive difference

We will build a sustainable business,
getting to net zero' by 2050, and create
a fair and inclusive working environment
that is reflective of the communities we
operate in. A business where everyone is
welcome and can do their best.

@ Read more on page 23

Delight the customer

We will make our businesses more customer-
centric. We are getting feedback from our
customers and making improvements to
customer service, responsiveness and
delivery. We are simplifying and improving
our digital communication.

@ Read more on page 24

Innovate to grow

We will win in our core markets by
providing products and solutions that
make our customers more sustainable.
We will increase our exposure to our
faster growing markets that reflect global
trends: semiconductors, healthcare,
clean energy and clean transportation.

@ Read more on page 25

. Scope | and scope 2.
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Chief Executive Officer’s review

“Our business and our people
have demonstrated great
resilience this year, responding
to and recovering from a cyber
security incident while keeping

each other safe and delivering for
our customers. | would like to
thank all of our people for their
commitment and support during
the year.”

CHIEF EXECUTIVE OFFICER

While it has been a tough vear,

we are well placed as we head
into 2024. We have good positions
in our core markets, a significant
capital programme underway to
add growth capacity for our faster
growing segments and for the core,
and increased investment going
into our IT estate, accelerating our
modernisation plans and improving
our resilience. We are taking steps
to reduce costs and we have a
strong balance sheet to support
our organic and inorganic

growth ambitions.

Cyber security incident

On 8 January 2023, we experienced

a cyber security incident in our

network. Our teams worked quickly to
compartmentalise the network and shut
down our systems to limit the damage.
Despite the rapid action of our teams, there
was considerable damage to networks and
systems, in particular in our US businesses.

During the first half we recovered our core
ERP systems and started recovery of
supporting applications. In parts of the
business, representing around 27% of
revenues, ERP systems could not be
restored and we implemented a new

ERP solution, accelerating the work we
had underway to implement a new,
common, Group system.

By the end of the year, we had largely
recovered with a few applications still
to be restored and some local network
constraints still being addressed.

We have accelerated our IT modernisation
programme which includes changes to

our network design, the deployment of
additional security tooling and acceleration
of our Group ERP programme. Our
factories operated throughout the disrupted
first half. Our teams worked closely with
our customers to manage their deliveries
and customer demand remained robust
during our recovery.

The cyber security incident impacted
revenues and profitability largely in the
first half, and £14.7 million of exceptional
costs associated with the IT remediation.

Group results

Markets have been mixed during the year
with high inflation persisting in some
geographies leading to high interest rates
as central banks look to cool economies
and contain inflation. Growth in our
faster growing segments, driven by
power semiconductor demand for electric
vehicles, along with growth in aerospace
and petrochemical has offset contraction
in European and Chinese industrial and
metals markets.

We have grown the business 2.5%
organically during the year with growth
accelerating after the cyber security incident.

Adjusted operating profit margins declined
to 10.8% reflecting the cyber security
incident and the slower end market
demand. The majority of the impact of
the cyber incident was experienced in

the first half, with second half operating
margins of 12.5%, in our target range.

Financial results

> Group revenue in 2023 was
£1,114.7 million, 0.2% ahead of the prior
year at reported rates and 2.5% higher
on an organic constant-currency basis

> Statutory operating profit was
£91.9 million, profit before tax was
£77.8 million, earnings per share
was 16.4p

> Adjusted operating profit” was
£120.3 million representing adjusted
operating profit margin” of 10.8%

> Group adjusted earnings per share’
was 25.0p (2022: 33.8p)

> Net capital expenditure was
£58.5 million (2022: £57.4 million),
with investment focused on health,
safety and environmental improvements,
investments in efficiency, capacity
expansion and improvements to the
underlying infrastructure of the Group

> Free cash flow” was £14.6 million inflow
(2022: £46.9 million outflow)

> Net debt” excluding lease liabilities’
was £185.2 million, with a net debt”
excluding lease liabilities to EBITDA
ratio of .2 times

Sustainability

Our purpose is to use advanced materials
to make the world more sustainable and
to improve the quality of life.

In 2021, we set out five long-term goals for
our business together with intermediate
goals for 2030:

> Ascope | and 2 CO, net zero
business by 2050, with a 2030 goal
of a 50% reduction in scope | and 2
CO, emissions.

We reduced scope | & 2 emissions by
25% during the year and are now 54%
below our 2015 baseline.

As our business grows, continued
focus is needed on process efficiencies
and technological advancements to
maintain this.

We are on track to meet our 2030 goal.

> Use water sustainably across our
business, with 2030 goals of reducing
water use and water use in high-stress
areas by 30%.

Our overall water usage reduced by
I19% and water in high-stress areas
reduced by 14%.

We are on track to meet our 2030 goal.

> Zero harm'’ to our employees, with a
2030 goal of a lost-time accident (LTA)
rate of 0.10.

Our LTA rate was 0.19 (2022: 0.28),
an improvement over the prior year
reflecting the significant focus on
employee safety and wellbeing.

During the year we refreshed our
‘Take 5' for safety process, introducing
new templates and training all of

our people.

21

We also completed further

work to improve the safety of our
high-temperature processes and
deployed a new EHS system to
facilitate reporting and management
of EHS activities.

A workforce reflective of the
communities in which we operate,
with a 2030 goal of 40% of our
leadership population being female.

Our gender diversity position was
unchanged over the year with 30%
females in our leadership population.

While we have done a lot to improve
our business as an environment for
female leaders, we have yet to make
progress on this metric and we will be
taking further steps in 2024 including
further policy improvements, ensuring
diverse shortlists when filling roles and
accelerating the development of our
female leaders.

A welcoming and inclusive environment
where employees can grow and thrive
with a 2030 goal of a top-quartile
engagement score.

We completed a pulse engagement
survey in December 2023 sampling
2,559 employees and our engagement
score was 54, one point down on the
equivalent population in the prior year.

We will be completing a full survey in
June 2024 and are continuing to drive
actions locally and globally to improve
the experience of our people.

Throughout the Annual Report, including the Strategic Report, adjusted measures are used to describe the Group’s

financial performance. These adjusted measures are not recognised under IFRS or other generally accepted accounting
principles (GAAP). These measures are shown because the Directors consider they provide useful information to
shareholders, including additional insight into ongoing trading and year-on-year comparisons. These non-GAAP
measures should be viewed as complementary to, not replacements for, the comparable GAAP measures.
Throughout this Report these non-GAAP measures are clearly identified by an asterisk (") where they appear in

text, and by a footnote where they appear in tables and charts. Definitions and reconciliations of these non-GAAP
measures to the relevant GAAP measures can be found in the Group financial review on pages 72 to 75.
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Chief Executive Officer’s review continued

Investment proposition

| believe the Group remains an attractive
investment opportunity. There are four
reasons to invest in us:

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

2. We have leading, differentiated
market positions

3. We provide sustainable solutions
to support the energy transition

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

Medium-term targets

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

> Organic revenue growth” of 4%-7%
per annum

> 12.5%—15% adjusted operating
profit margin”

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

> Leverage of 1.0-2.0 times with the
combination of organic growth, M&A
and shareholder returns to deliver
enhanced EPS growth.

We have upgraded our constant-currency”
growth guidance in 2024 (previously
3%-6%) in anticipation of the significant
semiconductor investment.

This is a credible set of goals, and an
attractive investment proposition for the
Group, consistent with the performance
we have delivered in recent years.

Our organic performance will be enhanced
by M&A and/or shareholder returns given
our strong balance sheet and the
substantially de-risked pension position.

Even with the impact of the cyber incident
in 2023, we have delivered ROIC and
leverage within the range, and margins

in the range in the second half. Revenue
growth was just below the range with an
estimated 2-3% reduction in growth from
the cyber security incident.

Outlook

As has been typical in recent years, there is
a high level of uncertainty as we head into
2024, with ongoing geopolitical risks and

a broad range of possible outcomes.

We expect our faster growing markets
to continue to grow strongly, driven by

semiconductors and healthcare in particular.

In our core markets, our central case is for
European and South East Asian markets
to start to recover in the second half, and
the US to slow in the first half.

We expect strong growth in India and
continued strength in aerospace and
defence markets.

We expect inflation to continue to
moderate and we will continue to recover
inflationary impacts through pricing,

with pricing and continuous improvement
more than offsetting inflation.

Pete Raby
CHIEF EXECUTIVE OFFICER

Strategy in action

We are making a big positive difference by driving inclusion and diversity
and reducing energy and water consumption at our plants. Here are just

some of the ways that we made a difference in 2023.

Learning

Our people really embraced a culture of
learning in 2023, clocking an impressive
6,640 hours on Percipio — our online
learning tool. That's 13,211 courses
completed during the year. Our goFLUENT
language platform, available to all our
people, also saw nearly 600 individuals
brush up on their language skills, helping us
to collaborate more effectively across our
global footprint.

Earth Day

We ran a photo competition for Earth Day,
focused on demonstrating positive
environmental changes, where 29 of

our sites took part. Winners across four
categories were chosen, with donations
made to local reforestation projects on
behalf of each winning site.

positive

Energy

We completed the installation of an on-site
solar array at our plant in South Africa in
2022, generating nearly 500MWh of green
electricity in 2023. Another project helping
to cut our carbon emissions.

Diversity

To support greater diversity and especially
our women at Morgan, in 2023 we:

Completed our first female
mentoring pilot

Created a Morgan ‘wall of appreciation’
to highlight the fantastic role women play
in our organisation and linked this to
International Women'’s Day celebrations

Held female focused talks on key issues
impacting women at Morgan and across
the world, such as menopause and the

gender pension gap.

Environment

We made further substantial reductions
to scope | and scope 2 CO, emissions
and water usage during the year.
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Strategy in action continued

We know that the more we
understand our customers,
their businesses, markets, and
technical challenges, the more
effective we are at providing
them with solutions. That is
why we are building trusted
partnerships with our customers
and investing in understanding
our customer segments.

We are shaping our product and service
offerings based on customer needs and
key ‘voice of the customer feedback’, and
monitor our performance closely including
our customer service performance,

our focus on safety, quality control and
delivery metrics, so we can meet and
exceed our customers’ expectations.

This also means we collaborate closely
at the technical level to ensure that our
products pass any customer’s stringent
and extensive performance tests.

Innovation in materials, products and
services enables rapid change for our
customers. We are innovating in our
core markets to support customers’
transition to more sustainable products
and solutions and increasing our
exposure to our faster growing
markets: semiconductors, healthcare,
clean energy and clean transportation.

B
! nnovate

> In aerospace our innovative materials are enabling higher
efficiency engines, ultimately reducing carbon emissions.

> In high-temperature industrial processes our material
solutions are producing a more energy efficient process
for our customers.

In our growth markets we are:

> Increasing the lifetime and performance of solar, wind
and energy storage, providing much-needed clean energy

> Creating best-in-class materials and miniaturisation
technology, helping the healthcare industry make
huge leaps forward

> Developing higher performance materials for the most
demanding process steps in the semiconductor market

> Providing superior materials which support the longer
lifetime of products in the clean transportation field.

Our deep expertise in carbon and ceramics is maintained
and strengthened through our ongoing process of research
and development, centred around our four global Centres
of Excellence. As a business, we continue to invest
approximately £30 million each year in R&D, furthering
our materials science knowledge and solutions expertise.

to grow
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Stakeholders

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

The Board seeks regular feedback from our investors, customers, employees and pension trustees through various mechanisms and requires
management to have action plans to improve that engagement. From this feedback we have identified what matters to our stakeholders.

Investors

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

To find out more about
investing in Morgan
Advanced Materials,
please visit our website:
morganadvancedmaterials.
com/invest-in-us/

Why our investors are
important to us

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

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

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

How we engage with investors

We engage with our investors directly
through formal presentation of results

and market updates, and periodic capital
markets events to update on specific
markets and opportunities and describe
aspects of our business and business model
in more detail. We use these opportunities
to talk about the future and the longer-term
plans for our business.

When asked, we complete investor
questionnaires which give a further
insight into key aspects of our business
performance.

We provide a dedicated section on our
website which offers timely information
on how we are performing against our
stated sustainability goals, including full
disclosure of metrics and ratings linked
to environmental performance.

What matters to our investors?

> Capital gain through share
price appreciation

Capital return via dividends
Profitability and business growth potential
Quality of governance

Responsibility and fairness

AR VAR VAR VRS

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

> Demonstrating our ‘good
governance’ approach throughout
our decision-making

> Demonstrating the positive contribution
we make to society through the
employment opportunities we provide,
through our interactions with the
communities where we have our sites
and through the support we provide
our people

Customers

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

Why our customers are
important to us

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

we need to listen to and engage with them.

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

We have a diverse customer base across
the globe, which we serve directly, and
also through joint venture partnerships
and local suppliers.

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

We have been working closely with

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

We are providing products that are

differentiated from those of our competitors.

How we engage with customers

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

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

the product and production process.

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

What matters to our customers?
> Reliable and consistent service

> Quality products that are value
for money

> Product and process innovation
> Ability to solve complex problems
> Application engineering capabilities

> How we source our raw materials

> Environmental impact of the products
we produce
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Suppliers
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Those from whom we purchase
goods or services

Why our suppliers are
important to us

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

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

How we engage with suppliers

We treat our suppliers as an extension of
our business and therefore expect them to
uphold the same high standards we set for
ourselves. To achieve this, we are in constant
dialogue with our suppliers to address any
issues and maintain productive relationships.

We behave ethically in our interactions with
our suppliers, seeking to build long-term
relationships with trust at the centre. We
seek to ensure our suppliers operate in a
responsible way. We publish a Supplier Code
of Conduct which we expect our suppliers
to sign up to. The Morgan Supplier Code
of Conduct defines the minimum standards
that must be met by our suppliers, vendors,
subcontractors and contract manufacturers,
and we have regular checkpoints to ensure
that this is adhered to.

What matters to our suppliers?
> Human rights

> Environmental and climate impact

> Quality management

> Fair treatment and timely payment

> Growing their business

> Cost-efficiency

> Ethical trading policies and
sustainable sourcing

> Developing long-term relationships
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Stakeholders continued

Employees

Anyone directly employed by Morgan Advanced Materials

Why our employees are
important to us

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

Our employees have been instrumental in
making Morgan Advanced Materials the
company it is today. They are key to
driving the business forward and ensuring
it remains relevant in the future.

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

How we engage with employees

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

to embedding ethical conduct and
implementation of the Morgan Code,

and in strengthening the capabilities of

our leaders and teams.

At a local level, leadership teams use
feedback from surveys, focus groups, pilot
groups, manager one-to-one conversations
and employee communications to shape
engagement activities with employees.

At a Group level we solicit feedback through
our annual employee survey “Your Voice',
through social media channels both
internally and externally, and through
employee satisfaction platforms such as
Glassdoor. We also listen to and work
closely with representatives from our three
employee resource groups (ERGs): PRISM,
Women@Morgan and Military@Morgan.
These ERGs are a key tool in understanding
the needs of our people and help to shape
thinking and policy changes.

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

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

> Focus on wellbeing

> Career development

> Recognition and competitive
compensation

> Asafe, ethical and inclusive
working environment

Our people contribute to the culture and
are the driving force behind our success.

Pensioners and
pension trustees

Why our pensioners and pension
trustees are important to us

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

How we engage with our
pensioners and pension trustees

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

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

In 2023, as part of a wider set of
communications on reward and benefits,
we have engaged our current employees
further on the subject of pensions. In
conjunction with our Women@Morgan
ERG we gave employees the chance to
talk to leading UK pension experts on the
gender pension gap. Our goal is to help
people feel more engaged with their
pension and gain further understanding.

What matters to our pensioners
and pension trustees?

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

Communities

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

Why our communities are
important to us

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

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

these communities.

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

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

How we engage with communities

Our aim is to have a positive impact

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

As our sites and operations are spread
across the globe, we have the opportunity
to work with many communities. We pride
ourselves on engaging at a local level and

look to understand each community’s
priorities and concerns.

We want our people to have the freedom
to support what they care about most.

We share these stories through our internal
social media platform Viva Engage, where
you will often see the generous spirit and
nature of our employees — from bake sales
to cultural celebrations and charity
donations to sponsorship events.

What matters to our
communities?

> Our commitment to the local
environment

> Our conduct as a socially responsible
organisation

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

> Employment opportunities

We aim to have

a positive impact
on those around us,
from supporting job
creation and skills
advancement to
providing a helping
hand in our local
communities.
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Section 172(]) statement

We believe that considering
our stakeholders in

key business decisions

is not only the right thing
to do but is fundamental

to our abllity to drive

value creation over the
longer term and deliver

On our purpose.

It is not always possible to provide positive
outcomes for all stakeholders and the Board
sometimes has to make decisions based

on balancing the competing priorities of
stakeholders. Our stakeholder engagement
processes enable our Board to understand
what matters to stakeholders, and to
consider carefully all the relevant factors
and select the course of action that best
leads to high standards of business conduct
and the success of Morgan Advanced
Materials in the long term.

The principles underpinning Section 172
of the Companies Act 2006 are not only
considered at Board level, they are part of
our culture. They are embedded in all that
we do as a company.

The differing interests of stakeholders are
considered in the business decisions we
make across the Company, at all levels,

and are reinforced by our Board setting the
right tone from the top. All of the Board’s
significant decisions are subject to a Section
|72 evaluation to identify the likely
consequences of any decision in the

long term and the impact of the decision
on our stakeholders.

Details of our key stakeholders, how we
have engaged with them during the year
and the outcomes of that engagement

are set out on pages 26 to 29 and are
incorporated by reference into this Section
172(1) statement. Engagement activities
specifically carried out by the Board
collectively and individually can be found

on page 87.

In performing their duties during 2023,
the Directors have had regard to the
matters set out in Section 172. You can
read more on how the Board had regard
to each matter, during the year, as follows:

Key decisions in the year

Application of the capital allocation framework

The Board applied the capital allocation framework (see page 32), disclosed
at the capital markets event in December 2022, when considering the relative

priorities for the use of cash during 2023.

Accelerate our IT
modernisation programme

How the Board reached

its decisions

During the year, the Board took the decision
to accelerate our IT modernisation
programme which includes changes to our
network design, the deployment of additional
security tooling, and acceleration of our
Group ERP programme. The Board received
several presentations during the year from
management and third-party consultants on
lessons learnt following a post-cyber security
incident review and recommendations to
improve the security posture of the business.
The newly appointed Chief Information
Officer also presented the refreshed IT
strategy, which was discussed in detail and
approved. The Board considered the impact
of the increased spend on the capital allocation
framework before taking the decisions.

Stakeholder considerations

Colleagues

> The changes will enable our colleagues to
carry out their work more efficiently to
meet customer demand; and

> Ensuring effective engagement with
colleagues on the changes, communicating
how the changes will impact them and
giving them the opportunity to input into
the changes that will impact on their work.

Customers and suppliers

> Enabling the businesses to more efficiently
meet customer demand; and

> Increasing efficiencies and reducing costs
associated with supply chain management.

Shareholders

> Adequacy of return on invested
capital; and

> Expected stronger financial profile
supporting a progressive dividend policy.

Outcome and impact of

the decision

The Board approved the acceleration of the
programme. The business is already benefiting
from the improvements made to its security
posture and the roll out of the Group ERP
programme is underway, which will deliver
business-wide benefits.

Capital investment programme
to add growth capacity for

our faster growing segments
and for the core segments

How the Board reached

its decisions

We announced at the capital markets event
that we would focus on organic investment
to enhance growth and returns, including
investing an additional £60 million of capital in
our semiconductor manufacturing capacity
over the next few years. During the year,
the Board took the decision to increase that
investment to £100 million to add growth
capacity for our faster growing segments and
for the core segments. The Board received
several presentations during the year from
management outlining the business case

for making the investment, environmental,
health and safety considerations and impact
on stakeholders.

Stakeholder considerations

Customers

> Enabling the business to meeting increased
customer demand for existing products; and

> Opportunities to enhance our product
portfolio, enabling us to deliver new
products to existing and new customers.

Shareholders

> Adequacy of return on invested capital; and

> Expected stronger financial profile
supporting a progressive dividend policy.

Colleagues

> Creation of new jobs in new and existing
sites and refurbishment of sites to support
this expansion. Ensuring safe processes
and practices are embedded in the sites;

> Management bandwidth to deliver
the programme.

Communities

> Creation of new jobs; and

> Ensuring new plant and equipment
are as efficient as possible and meet
environmental standards.

Outcome and impact of

the decision

The programme is on track and progressing
well. The Board continues to receive regular
progress updates from the presidents of

the global business units on the delivery of
these investments.

Approval of a progressive
dividend policy

How the Board reached its decisions
We also announced at the capital markets

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

When considering the proposals to pay interim
and final dividends during 2023, the Board
considered cash generation, the performance
of the underlying business and the long-term
impact of paying the dividends on the liquidity
and solvency positions. The Board also
considered the impact of the dividend decisions
on expectations relating to the dividend policy.

Stakeholder considerations

Shareholders

> Shareholders’ expectations in relation to the
payment of dividends, both from a capital
return perspective and as a signal of future
performance; and

> The Board also considered the impact of the
dividend decisions on expectations relating
to the dividend policy.

Lenders and debt holders

> The impact of paying dividends on whether
the business remained within the financial
covenants agreed with lenders.

Colleagues

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

Outcome and impact of the decision
Following due consideration of all the matters
set out in Section |72, the Board recommended
a full-year dividend of 12.0p per share,

with payment of a final dividend of 6.7p to
shareholders in May 2024 and an interim
dividend of 5.3p in November 2023. This
recommendation reflected the Group's resilient
performance for 2023 and the Board's
confidence in the Group's structural growth
drivers into the future. The Board concluded
that it was in the long-term interest of the
Company to proceed with the payment of

the dividends.

Restructuring programme

How the Board reached its decisions
In the development of the capital allocation
framework, some degree of restructuring had
been identified to address the cost base in parts
of the business and streamline our organisation
through the simplification of our business into
three distinct segments (Thermal Products,
Performance Carbon and Technical Ceramics)
and the closure of some uneconomic sites.
Restructuring costs for the year of £6.5 million
have been presented as a specific adjusting item.
The programme will continue into 2024.

The Board received detailed papers on the
impact of the restructuring programme,
including the potential synergies arising from the
combination of the business units, the approach
which will be taken to manage the programme
and the expected payback from the programme.

Stakeholder considerations

Colleagues

> The impact of the changes on affected
colleagues, ensuring the communication is
carefully planned and the systems are in
places to support them through the changes;

> Management bandwidth to deliver the
programme, given other projects already
underway; and

> The need to allay any concerns that
colleagues may have about the changes
and reassure them that they are a necessary
step to deliver on our strategy and
growth ambitions.

Shareholders

> The need to explain the restructuring charges
to provide overall context as to the type of
restructuring we are doing and to explain
the phasing of estimated savings; and

> Impact on distributable reserves and ability
to pay dividends.

Customers and suppliers

> The steps which will be taken to ensure
that supply chain changes are well-planned
and we maintain the service levels for
our customers.

Outcome and impact of the decision
The implementation of the programme is
underway, with the initial phase partially
completed. The Board continues to receive
regular progress updates on the programme.
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Section 172(1) statement continued

Non-financial and sustainability
information statement

Morgan Advanced Materials’ capital allocation framework is used to prioritise the use of cash generated by the Group. The framework
addresses the investment needs of the business, regular dividend payments and additional returns to shareholders. The framework also

o , . ‘ ‘ L , . The information which follows is intended
seeks to maintain an appropriate capital structure for the business and a strong balance sheet with solid investment grade credit metrics.

to explain our non-financial and
sustainability information, the relevant

All of our non-financial KPIs are presented
together on pages 4 and 5.

A summary of our principal and emerging

Our business model on pages 12 and |3
provides an insight into the key resources

The diagram below summarises the key priorities. and relationships that support the

Reinvest for Progressive

dividend policy

organic growth

> Committed to
maintaining or growing
the dividend through

> Capital spend to increase
capacity in our core and
faster growing markets,

Strategic
investments

> Investment in structural

changes to our business
activities that typically

Return excess
cash to shareholders

> Return cash through
share buyback
programmes or payment

Group policies, the due diligence processes
we follow to embed these policies and
their effectiveness.

generation and preservation of value
within Morgan Advanced Materials.

risks, including those related to ESG
matters, as well as a description of our risk
management process, starts at page 54.

Areas of impact

Related
principal risks,
pages 55 to 61

Outcome of policies,
due diligence, and
impact of activities

Annual report page
references and relevant
sections on our website

Employees The Group has an overarching policy

designed to attract, develop, reward,

> Environment,
health and safety

> Employee engagement is at
54%, from a pulse survey

> Our people and
communities, pages 39 to 42

to Susj[fm OL:jr .eXIStmg tkc]f czclde Wlth. an jenciielbalinieaicnt eispecial d.IVIdendS retain and engage talented people > Technical conducted during the year > Stakeholders, pages 26 to 29
operations, drive adjusted earnings > Complementary, as appropriate and support an inclusive, safe and leadership > LTA rate, the headline > Focusing on culture,

efficiency and improve cover of circa 2.5x

safety and environmental > Deliver regular cash

disciplined M&A focused
on accelerating revenue

ethical workplace. The Group policy
is supplemented by a number of

measure for health and
safety, was 0.19

pages 84 to 85
> Listening to employees,

performance returns to shareholders growth opportunities in people policies specific to the business page 86
faster growing markets or jurisdiction. 2 ESG policies
> People and communities
Our Environmental, Health and Safety > Health and safety
. - (EHS) Policy is designed to promote a > Diversity, inclusion

Maintain a strong balance sheet with solid investment grade credit metrics

> Review the principal risks of the Group and relevant financial parameters, both historical and projected, including liquidity,

net debt and measures covering balance sheet strength and cash flow

> These risks and financial parameters are considered by the Board when assessing the viability of the Group, as set out

culture of ‘zero harm’ for our employees,
contractors and visitors, and eliminate
and control health risks proactively.

and equity
> Gender pay gap reporting
> Wellbeing

Environmental Our EHS Policy sets out the Group’s

matters commitment to the protection of the
environment in the communities where
we operate, work and live. The Policy sets
out our intention to reduce energy and
water use, reduce our dependence on
natural resources, protect biodiversity
and aim to maximise the positive impact
of our products. For our CFD regulation
disclosure see pages 44 to 53.

> Climate change
> Environment,
health and safety

> Data gathering on
GHG emissions
> Audits under the
EHS programme
> Annual self-certification
> Our ‘Speak Up’ hotline
> Internal audit processes

> TCFD, pages 44 to 53

> ESG goals, pages 35 to 36

> The environment,
pages 37 to 38

> Environmental Policy

> ESG goals

> Sustainability and
responsibility report

> TCFD reporting

> Net zero

> Energy, water and waste

on page /0.
Social and Our sites take ownership of local > Tax > Our business and our > Big positive difference,
community community engagement, to support > Supply chain/ employees are more page 23
matters our strategic priorities and benefit business deeply connected to > Stakeholders,
B | local communities. continuity our local communities pages 26 to 29
> ESG policies
> Community

Capital allocation framework

Morgan Advanced Materials has applied its capital allocation framework during 2023 as follows:

> Reinvested £60.4 million into the
business as capital expenditure, at 12.0p
to grow capacity, improve health
and safety and improve efficiency
and environmental performance

£60.4. 12.0.

> Maintained its full-year dividend

> Invested £6.5 million in restructuring

of the business.

£6.5.

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

> Compliance

> No incidents of human rights
abuse or modern slavery
were identified during 2023

> Monitoring of compliance
with the Morgan Code

> Supplier due diligence
processes

> Publication of our
Modern Slavery Statement
on our website

> Stakeholders,

pages 26 to 29
> ESG goals, pages 35 to 36
> ESG policies
> Modern slavery
> Human rights
> Whistleblowing Policy

Anti-bribery, = The Morgan Code; Bribery, Corruption

and anti- & Facilitation Payments Policy; Gifts &

corruption Entertainment Policy and Donations &
Sponsorships Policy make up our key
anti-bribery and corruption policies.
Together these policies seek to prevent
bribery and ensure that our business is
undertaken in an ethical manner and
in compliance with all applicable
anti-bribery and anti-corruption laws.

> Compliance

> Regular training provided to
employees, via e-learning
modules, with high
completion rates

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

> Focusing on culture,
pages 84 to 85
> Internal control and
risk management,
pages 97 to 98
> Ethics and compliance
> The Morgan Code
Supplier Code of Conduct
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A responsible business

We believe that being a responsible business matters.
It helps us to achieve our purpose and contribute positively to society,
while balancing the protection of our environment. We estimate that
around 60% of our products make a positive contribution, making the
world more sustainable and improving the quality of life. We are also
proud that through their life, our products typically save tens or hundreds
of times the CO, emitted during manufacture, allowing our customers
to lessen the impact of climate change. We are committed to a more
sustainable future and this is why in 2021 we set stretching targets
across a number of Environmental, Social and Governance (ESG) areas.

Environment Governance

Our aim is to ensure that our products and ~ We view good governance as crucial to

manufacturing processes are designed, built  business success, and conducting and

and managed in a way that enhances their managing our activities in a responsible

value to society and our environment. manner has always been an important
. part of our strategy. We are fulfilling our

Social responsibilities to our stakeholders and

Our people contribute to the culture and seek continuous improvement in the

are the driving force behind our success. standards of governance that apply

In return, we aim to be a caring organisation  across all of our businesses.

where everyone feels valued and

appreciated. Our key principle is that

‘it is not just what you do, but how you

do it’ that is important. This ethos affects

how we treat our people, how we support

the communities we work in and how

we engage our stakeholders.
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Our ESG goals

We have set stretching goals to
reduce our environmental impact,
manage our business well and to
make sure we do the right thing
for our people and society.

Net zero

Our goal is to be a scope | and 2 net
zero business by 2050. Our 2030 target
is to reduce our scope | and scope 2
CO, emissions by 50% (from a 2015
baseline). We started to measure scope 3
emissions in 2023 (with coverage
increasing over time).

Water

Our aspiration is to use water sustainably
across our business. Our 2030 target is

to reduce our overall water usage by 30%
and reduce our water usage in high-stress
areas by 30% (from a 2015 baseline).

As approximately 20% of our total water
usage is in stressed areas we maintain

a 30% target across both stressed and

non stressed areas to ensure we are taking
positive steps to reduce our overall impact.

Safety

Our aspiration is ‘zero harm'’ to our
employees. Our 2030 target is a LTA
rate below 0.| (lost time accidents per
100,000 hours worked).

et~ ]

JmEE

Diversity and inclusion

Our aspiration is that our employee
demographics reflect the communities that
we operate in. Our 2030 target is for 40%
female representation across our leadership
population of our organisation.

Our aspiration is a welcoming and
inclusive environment where our
employees can grow and thrive.

Our 2030 target is to attain a top
quartile employee engagement score.

Alignment to strategy

To improve the execution of our strategy
and deliver our sustainability goals we
have set three execution priorities for
the coming years:

|. Big positive difference
2. Delight the customer
3. Innovate to grow.

We also align our efforts to the United
Nations Sustainable Development Goals
(UNSDG).

The Goals aim to overcome global
challenges such as inequality and climate
change, and present the opportunity to
put the world on a more sustainable path.
We have identified nine goals that directly
relate to our purpose and ambitions for
creating a more sustainable world.

The UN goals covering environment and
sustainability are; Goal 7, Affordable and
Clean Energy; Goal 9, Industry, Innovation
and Infrastructure; and Goal |1, Sustainable
Cities and Communities.

35

To meet these Goals, we help our
customers to manage heat and reduce
their energy usage, as well as enable green
energy production through wind and solar.
We contribute to the electrification of
public transport, reducing emissions

and increasing efficiency, and we help
create safer medical devices and better
fire protection.

To support Goals 12, 13 and 6, governing
Responsible Consumption and Production,
Climate Action, and Clean Water and
Sanitation, we have introduced clear water,
waste and energy reduction goals to

help protect our environment, including
programmes to reduce greenhouse gas
emissions through more efficient
manufacturing processes.

To support Goal 3, Good Health and
Well-Being; Goal 5, Gender Equality;

and Goal 8, Decent Work and Economic
Growth, we have set targets for gender
diversity, safety and employee engagement
and have programmes underway to

meet them.

We have set targets

for gender diversity,
safety and employee
engagement and have
programmes underway:
to meet them. :
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A commitment to net zero

Our sustainability strategy includes actions to reduce greenhouse
gas (GHG) emissions and combat climate change. We are making
this happen through the products that we manufacture and the

way we manufacture them.

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

We are also working hard to decarbonise
our own operations — to produce our
products more efficiently and to reduce
our own CO, emissions:

> We are migrating to carbon-free
electricity across the Group. 72% of
our power was carbon free at the
end of 2023

> We continue to improve the efficiency
of our gas-fired kilns and continue to
move to electrically fired options for
some kiln types.

During 2023 we reduced our absolute
scope | and 2 CO,e emissions by 25.4%.

Our decarbonisation roadmap

The risks and opportunities considered

by the Board have directly informed the
Company’s strategy to deliver on our 2030
goals and 2050 aspirations. These risks and
opportunities form the foundation of our
net zero roadmap, to ensure we achieve
our targets.

Our plans cover:

> Short-term (0-3 years) — preparing for
the future

> Medium-term (3—10 years) — scaling up

> Long-term (1025 years) — investment in
key technologies.

For further information on our path to net
zero, please see refer to page 49 of our full
Task Force on Climate-Related Financial
Disclosures report.

Science Based Targets

initiative (SBTi)

The SBTi is a global body enabling
businesses to set ambitious emissions
reduction targets in line with the latest
climate science.

SBTi has approved our near-term science-
based emissions reduction targets and has
classified our scope | and 2 target ambition
as in line with a well below 2°C trajectory:

> We commit to reduce absolute
scope | and 2 GHG emissions 50%
by 2030 from a 2015 base year”

> We commit to increase active annual
sourcing of renewable electricity from
0% in 2015 to 80% in 2025 and 100%
by 2030

> We commit to reduce absolute
scope 3 GHG emissions 15% by
2030 from a 2019 base.

*  The target boundary includes biogenic land-related
emissions and removals from bioenergy feedstocks.

AAA MSCI ESG rating
In 2023 we were awarded an ‘AAA’ ESG
rating by MSCI.

An MSCI ESG rating is designed to measure
a company’s resilience to long-term,
industry material ESG risks. MSCI uses

a rules-based methodology to identify
industry leaders and laggards according to
their exposure to ESG risks, and how well
they manage those risks relative to peers.

The ESG ratings range from Leader

(AAA) to Laggard (CCC). As a result of
our efforts to date, we have been awarded
the AAA rating consecutively in 2023, 2022
and 2021.

These ratings highlight our commitment to
a sustainable future and demonstrate our
resilience to long-term ESG risks.

50

REDUCE ABSOLUTE SCOPE |
AND 2 GHG EMISSIONS BY 2030

1002

SOURCING OF RENEWABLE
ELECTRICITY BY 2030

The environment

Energy

37

As public concern grows, more customers are asking about our GHG emissions as part of the manufacturing process.

The increasing demand for low-carbon products and processes, and the,need to consider the effects of climate change in

general, have had an impact on our long-term strategy.

Our progress
Scope | and 2 CO,e emissions reduced by 25% in 2023
(compared with 2022). This was driven by improvements in:

> Increased sourcing of renewable electricity
> Efficiency improvements in our high-temperature processes
> Continued investment in electric furnaces.

We have a broad-based improvement programme underway
covering energy procurement, process improvements and
behavioural changes in our plants.

In 2023, we improved our energy intensity, price adjusted, by
around |1% and continued the transition to carbon-free energy
for a number of our sites. Nearly three-quarters of our electricity
now comes from green or carbon-free sources.

Energy performance in 2023
> Total GHG emissions (tCO,e) were 157,574 tonnes, a 25%
decrease over 2022 levels and 54% decrease over 2015 values

> Scope | GHG emissions (tCO,e) from stationary fuel
combustion were 105,946 tonnes and scope | GHG
emissions (tCO,e) from process emissions were 4,617 tonnes.
For 2023, total scope | GHG emissions (tCO,e) accounted
was 110,563 tonnes, which is a 9% decrease over 2022 values
and 46% decrease over 2015 values

Waste

Through continuous improvement efforts we a
all hazardous and non-hazardous waste streams.

> Market-based scope 2 GHG emissions (tCO,e) were
47,011 tonnes, which is a 47% decrease over 2022 values
and 66% decrease over 2015 values

[
=3
S
o
o
o

g,
(3]
=
(0]

o
o
3
-

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

Energy procurement

The total energy consumption (fuel and electricity) for the
Group was 969.9 GWh for 2023, which is 8.5% lower than
2022. In 2023, we reached the milestone of 72% green
(renewable and carbon-free) electricity.

Scope 3 emissions
Details of our scope 3 screening exercise can be found on
page 5| of the TCFD section of this report.

Greenhouse gas emissions

The Group’s GHG emissions, such as carbon dioxide (CO,),

are mostly generated by the combustion of fossil fuels at various
stages of our manufacturing processes. We track these using

a reporting methodology based on the internationally recognised
Greenhouse Gas Protocol. This stipulates the source for the
global warming potential (GWP) rates that we use to convert
non-carbon dioxide emissions into the standard measure of
carbon accounting, ie, carbon dioxide equivalents (CO,e).

Ty

Every year, we aim to decrease waste intensity by 5% and increase recycling efforts by the same percentage compared to
the previous year. We achieve this through Kaizen and 6S (Sort, Set in order, Shine, Standardise, Sustain and Safety) activities,
which focus on eliminating waste, improving quality, increasing efficiency, reducing idle time and minimising unnecessary activities.

Our year-on-year progress in each category are shown in the following tables.

Unit 2023 2022 2021 2020 2019 2018
Total waste generated metric tonnes 36,853 47,879 39918 35,660 48,676 46,605
Waste generation
intensity metric tonnes/£m 33 43 42 39 46 45
Unit 2023 2022 2021 2020 2019 2018
Total waste recycled metric tonnes 17,384 25,406 21,547 18,214 27,833 25,943
% Recycling of
total waste % 47 53 54 51 57 56

The Group's environment and sustainability data is calculated with reference to our Basis of
These are available on request from info@morganplc.com.

Reporting (BoR) and EHS Definitions documents.
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The environment continued

Water

Water is a precious resource and we're committed to using water effecti
and across our sites. Water scarcity is an increasing challenge in many parts:

As the world tackles climate change, our bioenergy demands will
exacerbate water demand, meaning many will face water scarcity
due to both physical shortages and scarcity in access. We use
water in a number of our manufacturing processes, and we
recognise that in some instances our water demands are in areas
of increasing water stress. By improving our water usage we will
positively impact the local communities in which we operate,
and therefore society more generally.

Water is used both for production operations and sanitary
purposes in our facilities. Our aim is to utilise water sustainably
throughout our business. By 2030, we intend to reduce our
overall water consumption by 30% and decrease water usage
in high-stress areas by 30% (compared to a 2015 baseline).

2023 progress and performance

> Total water withdrawal is |.72 million m?; which is an 119
decrease over 2022 levels and a 26% decrease over 2015.
This reduction was driven by our investment in water
recirculation projects in late 2022 and through 2023, better
water management practices and changes in product mix

> Water withdrawal intensity is measured at |,543m?/£m,
compared to |,738m>*/£m of 2022

Biodiversity

—

As a result, the manufacturing sector is aligning itself to
understand their impact on biodiversity and is taking measures

> Total water withdrawal in water-stressed areas was
332,687m>. This is 14% lower than 2022 with a 23% decrease
over 2015.

> Achieved a ‘B-' management score for water security
from CDP, recognising we are taking co-ordinated action
on water issues.

Water-stressed areas

Morgan Advanced Materials identifies water-stressed sites
using the ‘Aqueduct Projected Water Stress Country Rankings'.
We determine our water-stressed sites by referring to the list
of countries categorised into high (40-80% | score 3—4)

and extremely high (>80% score 4-5) water stress levels.

We utilise the 2030 business-as-usual scenario for industrial
water usage to classify sites in water-stressed areas. For 2023
the list of water-stressed countries was revised to include Spain,
Italy, Turkey, Mexico, India, UAE, Argentina, China and Australia.
Additionally, our sites in the state of California USA, are included
in our water stress figures, based on water stress issues within
the state. Following this, we have restated our 2015 baseline
and all metrics are now compared to the new baseline.

> ’ -

Biodiversity strategy
Our focus moving forward will centre on three key areas of

Our people and communities

Having people who bring a diverse range of talents and perspectives, and who feel engaged in their role, is of paramount importance to
our long-term success. Our employees have been instrumental in making Morgan Advanced Materials the company it is today. In return
we aim to be a caring organisation where everyone feels valued and appreciated. We use our Morgan Code to guide the actions we take.
This helps us to achieve our strategic aim of delivering performance and value creation for our stakeholders.

Our aspirations and 2030 goals outline our focus for making Morgan Advanced Materials a better place for our people.

Our aspirations

Our 2030 goals

Progress in 2023

‘Zero harm’ to
our employees

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

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

0.10 lost time
accident rate

40% of our
leadership
population will be
female

Top quartile
engagement score.

EHS performance is monitored by the Group Executive Committee and the Board.

Our LTA rate was 0.19 (2022: 0.28), with the improvement reflecting the significant focus
on employee safety and wellbeing. During 2023, we refreshed our ‘take 5 for safety’
process, improved the safety of our high-temperature processes and deployed a new
EHS system to facilitate the reporting and management of EHS activities. Safety continues
to receive a high level of focus throughout the organisation.

In 2023 30% of our leadership population is female, compared to 29% in 2022.

We supported our employees by asking them what would help them to progress further
within the organisation. This led to the introduction of WeeCare and PME Familienservice
to support employees with caring responsibilities.

We have created a new employer brand that features real Morgan people to open
up our culture to our communities, so they can see what it is like to work for us.

We listened to the feedback of our employees, especially what they told us on the
themes of retention and recognition of talent, and simplifying or improving our systems.

For example, we introduced better benefit communications to help our people
understand what we have to offer. We've simplified our performance management
system and explained more clearly our bonus structure for our salaried employees,
in order to set expectations.

Our engagement score is 54% based on a pulse survey and on a like-for-like basis,
engagement went down ~1%.

Our plans for 2024 and beyond

to mitigate the impact. impact: responsible production at our manufacturing sites, the SO\ @) — O O

effects of our products on the ecosystem, and our supply chain. Qe () N P
I VEN e L e )G ENE IS T B As part of our ESG strategy, we intend to‘conduct assessments OOO OAO UW %%,L\[P
We value the protection of biological diversity as a means of P gy ﬁvmvn O DD

preserving natural resources, and flora and fauna survival.
We understand the interdependence of our raw material
usage, freshwater consumption and waste generation on the
natural ecosystem.

Our 2030 ESG objectives are consistent with the UNSDGs,
particularly Goal 6 (Clean Water and Sanitation), Goal 12
(Responsible Consumption and Production), and Goal |3
(Climate Action).

Our EHS&S policy and our corporate sustainability goals, such as
those related to product manufacturing, circular economy, water
management, material consumption, GHG reduction and climate
protection, are aimed at mitigating the risks to biodiversity.

to determine the impact on ecosystems and dependencies
within the Group’s manufacturing value chain.

We are bringing the
experience alive of what it
means to work at Morgan
Advanced Materials through
our new employer brand. In
2024 this will be rolled out
further, with a focus on real
Morgan people. We are also
going to showcase local sites
and opportunities through

new dedicated ‘life at our sites’

pages on our website.

We are bringing further
training to our HR teams and
hiring managers to help
support them in achieving
greater diversity. One such
way is helping them to use
more inclusive language within
job descriptions and adverts.

We are working on new
policy initiatives to support the

growing diversity of our teams,

including engaging our people
to have greater understanding
of their entitlements today.

To support our reward

goals we will roll out

a new recognition scheme
that aligns with our execution
priorities and offers on

the spot recognition for
great contributions.
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Our people and communities continued

Health and safety

We are working towards our
aspiration of ‘zero harm' to all our
employees. We are committed

to conducting all our activities

in a manner that builds a caring
safety culture and develops a
world-class safety system that
supports this effort.

By 2030, we aim to accomplish the
following objectives:

> First, we aspire to prevent any
occurrence of injuries or illnesses
by promoting a culture of care. Our
approach involves designing equipment
and processes that eliminate or control
potential risks. In situations where
engineering solutions are not feasible,
we continually assess and implement
standards to safeguard people
from hazards

> Second, we prioritise the elimination of
risks that could result in serious injury.
We aim to eradicate all cases of
employee and contractor injuries and
occupational illnesses not only at work
but encourage the same best practices
at home.

To achieve our ambitious safety objective of
zero accidents and injuries, the involvement
of every individual affiliated with Morgan
Advanced Materials — employees,
contractors, and visitors — is crucial.

Our employees play a pivotal role in
influencing health and safety processes
and protocols by providing valuable
input through various channels, such
as safety teams and committees, site
communication meetings, pre-shift
meetings and training sessions.

We proactively identify and mitigate hazards
through a corrective and preventive action
process. Our approach to health and safety
employs several tools, such as machine-
specific risk assessments, “Take 5’ for

safety assessments, root cause incident
investigations, permit to work processes,
and ‘Don't Walk By’ hazard and Good
Practice reporting.

Progress in 2023

In 2023 our LTA rate reduced to 0.19.
This is an improvement of 58% against
our 2015 baseline of 0.45, and
improvement against 2022 (0.28) of
32%. This improvement reflected

our continued focus on ‘thinkSAFE" —
our safety programme — and targeted
safety interventions.

We improved our ‘Take 5’ for safety
process, introducing a standardised
assessment form. This is now used by

all and includes a ‘Stop Work Authority’
element. Since the roll out of this
assessment there has been a 33% increase
in ‘Don’t Walk By’ reports, with a
corrective action closure rate of 94%.
When incidents did occur, to increase
accountability and ownership of safety,
sites were required to present outcomes
of incident investigations with high severity
potential to senior leaders. The learning
outcomes were then shared business-wide.

We increased the implementation and
the use of an ergonomic assessment
software (Humantech), which includes
online training courses.

We implemented EHS360, a Group data
management platform, including mobile
applications. This includes incident and
‘Don’t Walk By’ reporting, incident
investigations, action tracking, plus risk

and assurance activities. This improved

our data consistency, reporting and tracking
of safety performance.

All of our 2023 activities were also
supported by a continued focus on

the “thinkSAFE’ (behavioural safety)
programme, where we trained further
safety ambassadors who in turn delivered
workshops, quarterly topics and

monthly topics.

Our plans for 2024

Over the coming year we will further
embed ‘Take 5' for safety as a key
‘thinkSAFE" commitment. We will also drive
‘Don't Walk By’ reporting including action
closure via the EHS360 platform.

Further focus will be given to expanding
the adoption and utilisation of EHS360,
where we will enhance the reporting and
performance tracking functionality and add
environmental and sustainability measures
to give our leaders a greater picture.

Community

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

As our sites and operations are spread
across the globe, we have the opportunity
to work with many communities. We get
involved at a local level and look to
understand each community’s priorities
and concerns.

We also pride ourselves on having some
of the most passionate and inspiring people
working at Morgan Advanced Materials.
Not only do our people have a real love of
science, maths and technology, but many
also follow that passionate spirit through
into other aspects of their lives by giving
back to their local communities.

We want our people to have the freedom
to support what they care about most.

We share these stories through our internal
social media platform Viva Engage, where
you will often see the generous spirit and
nature of our employees — from bake sales
to cultural celebrations, and charity
donations to sponsorship events.

What our people got up to in 2023
Our people continued to make a positive
contribution to their community, to society
and to each other in 2023. We saw people
taking part in big clean-ups, supporting the
education of the next generation but also
for those needing extra support.

Our employees donated toys and clothes
and gave their time generously to fix things,
giving back where they could. All this
alongside personal donations to charity
and sponsorship of activities.

Diversity and inclusion

At Morgan Advanced Materials we are
committed to creating a diverse and
inclusive culture. We are clear that it is
our people who are the driving force
behind our success, so, in return for their
dedication, we aim to be open, engaging
and make those crucial adjustments to
open up our organisation to all.

Inclusion at Morgan

Marking and celebrating global awareness
days which reflect our differences, as well
as our similarities, gives our teams a great
opportunity to learn more about each
other, and fosters an inclusive work
environment. We support a number of
these awareness days throughout the
year as a way to celebrate, educate and
engage ourselves, and to highlight our
desire to make a big positive difference.

Diversity at Morgan

It takes a large number of very talented
people to keep Morgan Advanced Materials
running and we believe that our diversity is
our strength. As a global business, we speak
20 different languages and use our differing
experiences and knowledge gained from
our own lives to help solve complex
problems for our customers.

Recognising that each of our people needs
a different type of support to grow and
thrive, is key to reaching our goal.

We want to enable our employees to reach
their full potential, so we work together to
make this happen.
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What we got up to in 2023

In 2023, we continued to build upon the
successful launch of our three employee
resource groups (ERGs) to serve as a visible
sign of our commitment to a diverse and
inclusive workplace. The three ERGs are
Women@Morgan, Military@Morgan and
PRISM — Pride, Respect, Inclusion and
Support at Morgan, supporting our
LGBTQ+ community and their allies.

We distributed challenge coins to our
Military@Morgan colleagues in the US
ahead of Veterans Day celebrations.

We opened up several new chapters

of our Women@Morgan ERG including
in China. The global group brought

us informative talks on topics such as
menopause, while the UK chapter hosted
a session on the UK gender pension gap.

Everyone came together in March to
highlight the amazing contribution of
women at Morgan Advanced Materials
as part of celebrations linked to
International Women'’s Day.

During 2023 we also appointed our first
Diversity and Inclusion Director and
continued to support our managers to
achieve more inclusive recruitment by
expanding our ‘license to recruit’ training.

To support the next generation of female
leaders, we also ran a pilot female
mentoring programme in one of our global
business units. After fantastic feedback we
hope to widen the participation of this to
more women across the whole Group.
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Our people and communities continued

Wellbeing

At Morgan Advanced Materials we
recognise the importance of our
people, and we strive to support
their wellbeing.

We have built up a grassroots wellbeing
programme called ‘Better You, Better Life’,
which supports our purpose of improving
quality of life. In a similar way to our safety
week, the programme runs activities across
the Group to promote healthy choices and
encourages our people to take part.

WORKFORCE BY GENDER

Mental health

In October each year we run our mental
health awareness month, supporting our
people to make better, healthier choices.
We believe that good mental health is as
important as good physical health and
wellbeing. We therefore provide our
people with resources and links to charities
and organisations across the globe that can
support them. We offer managers and
colleagues practical tips on communicating
with employees with mental health issues,
and we are backing a campaign to help
break down the stigma of asking for help
at work.

We have an employee assistance
programme in the UK and US that our
people can contact, and we are looking

at similar schemes in other locations,
alongside trained mental health first-aiders
on our sites.

What we got up to in 2023

We care about the wellbeing of our people,
and continue to build upon the structured
programmes and support we have in place.
In 2023 we introduced new wellbeing
learning journeys through our online
training platform, available to all our
employees. We have also focused on
specific topic areas to provide additional
education and support, for example on
dealing with stress.

MEMBERS AS AT 31 DECEMBER 2023

BOARD

4

MALE 57%
(2022: 57%)

EXECUTIVE
COMMITTEE

6

MALE 67%
(2022: 70%)

SENIOR LEADERS

66

MALE 74%
(2022: 74%)

ALL LEADERS

296

MALE 70%
(2022: 71%)

ALL
EMPLOYEES

FEMALE  BOARD

3

FEMALE 43%
(2022: 43%)

Gender pay gap reporting
Recruiting and retaining the best people
from the widest possible talent pool is
a priority for us, and that is why our
gender diversity matters.

The UK Government introduced gender
pay gap reporting regulations for companies
with more than 250 employees. The phrase
‘gender pay gap’ refers to the difference in
the average earnings of men and women
within the same organisation.

In 2023, the average gender pay gap for our
UK workforce was 18.9% (2022: 21.6%,
2021: 26.0%). Our full Gender Pay Gap
Report is available on our website.

During 2023, Morgan Advanced Materials
met the board diversity targets set out in
the Financial Conduct Authority’s Listing
Rules: our Board composition was 43%
female, and the role of Senior Independent
Director was held by a woman.

ALL LEADERS

128

FEMALE 30%
(2022: 29%)

EXECUTIVE ALL
COMMITTEE

EMPLOYEES

5,798

MALE 67%
(2022: 66%)

3

FEMALE 33%
(2022: 30%)

SENIOR LEADERS

23

FEMALE 26%
(2022: 26%)

2,896

FEMALE 33%
(2022: 34%)

ESG policies

We are committed to a sustainable
future. Our aim is to ensure that
our products and manufacturing
processes are designed, built and
managed in a way that enhances
their value to society and our
environment. Our policies and
practices set out how our ESG
approach is governed.

Health and Safety Policy

Our Health and Safety Policy provides

all our locations with minimum standards,
advice and guidance. Our minimum
standard is based on current requirements
from the UK and US legislative codes and
associated best practice. If a local in-country
standard is higher than these, the sites are
required to achieve the local standard.

The compliance audit programme is
conducted against the health and safety
framework, systems and KPls, with a focus on
high-risk items. All our manufacturing facilities
are reviewed on a four-year rolling cycle.

Morgan Code

The Morgan Code is a foundational
component of our ethics and compliance
programme. The Code is a set of principles
supported by policies that lay out how

we must conduct ourselves, in support

of our people, our communities, our
business partners and our shareholders.

The Code applies to all employees and, to the
extent appropriate, to Morgan provides all our
locations with minimum standards, advice and
guidance. Our minimum standard is based on
current requirements from the UK and US
legislative codes and associated best practice.
If a local in-country standard is higher than
these, the sites are required to achieve

the local standard. The compliance audit
programme is conducted against the health
and safety framework, systems and KPlIs,

with a focus on high-risk items. All our
manufacturing facilities are reviewed on

a four-year rolling cycle. Morgan Code The
Morgan Code is a foundational component

of our ethics and compliance programme.
The Code is a set of principles supported by
policies that lay out how we must conduct
ourselves, in support of our people, our
communities, our business partners and

our shareholders. The Code applies to all
employees and, to the extent appropriate, to
Morgan Advanced Materials’ business partners
including agents, joint venture partners and
other third-party representatives.

Tax Policy

The Group’s business activities incur a
substantial amount and variety of taxes
including corporate income taxes, excise
duties, employment and other taxes.

The Group also collects and pays employee
taxes and other indirect taxes such as VAT.
The Group is committed to complying
with tax laws in the jurisdictions in which it
does business. The Group works closely
with tax authorities and supports initiatives
to increase trust in the tax systems around
the world. The Group’s tax strategy
applies to all Group entities.

Board and committee structure
The Board of Directors is collectively
responsible for promoting the success of
the Company consistent within its Articles
of Association, regulatory requirements
and good Corporate Governance.

The principal committees which support
the Board in its functions are as follows:

> Executive Committee

> Audit Committee

> Nomination Committee

> Remuneration Committee.

Monitoring and assurance

The Board has overall responsibility for
establishing and maintaining a sound
system of internal control to safeguard
shareholders’ investment and the Group's
assets, and for reviewing the effectiveness
of such system.

Policies and control practices
Supporting the principles of the Morgan
Code are a suite of Group policies,
including Bribery Corruption and Facilitation
Payments, Competition Law and Anti-Trust,
Trade Controls, and Information Security.

Board Inclusion and Diversity Policy
The Board recognises the value of having

a diverse range of skills, experience and
thinking on which to draw. For good
governance and decision-making it is vital
to have a mix of people from different
backgrounds who can offer diverse
perspectives, industry and market
experience and who can challenge
effectively from an independent standpoint.
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Modern Slavery Statement

The Group is committed to conducting
business legally, ethically, and with integrity
wherever we operate. We do not
condone any form of slavery, forced or
compulsory labour, or human trafficking

in our operations.

Gender Pay Gap Report

Recruiting and retaining the best people
from the widest possible talent pool is

a priority at Morgan Advanced Materials,
and that is why our gender diversity matters.

Human Rights Policy

As an international business, the Group
supports the UN'’s Universal Declaration
of Human Rights, and the Group’s
Human Rights Policy applies to all

our businesses worldwide.

Supplier Code of Conduct

We behave ethically in our interactions with
our suppliers, seeking to build long-term
trusting relationships. We seek to ensure
our suppliers operate in a responsible way.

The Morgan Supplier Code of Conduct
defines the minimum standards that

must be met by our suppliers, vendors,
subcontractors and contract manufacturers.

Conflict Minerals Policy

Morgan Advanced Materials complies with
all laws related to conflict minerals and
does not support sourcing of conflict
minerals originating from countries that are
involved in or contributing to illegal armed
groups, human rights violations or financial
wrongdoings. Our commitment to comply
with all conflict minerals laws is covered in
our policy and is available on our website.

Al policies are available on our website.
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Task Force on Climate-Related

Financial Disclosures (TCFD) reporting

The Task Force on Climate-Related Financial
Disclosures (TCFD) was established by the
Financial Stability Board in 2015, and focused
on improving the reliability of climate-related
risks and opportunities.

We recognise climate change as both a risk
and an opportunity for our business, and
we fully support the implementation of the
recommendations of the TCFD. Climate
change poses challenges to our supply chain
and production operations, as well as to
our employees and customers.

Listing Rule 9.8.6R
compliance statement

Morgan Advanced Materials is reporting
in line with FCA Listing Rule 9.8.6R(8)
by providing climate-related financial
disclosures consistent with the

TCFD recommendations in this report.
We consider our climate-related financial
disclosures to be consistent with eight of

Summary of disclosures:

the recommendations, however we are
adopting an ‘explain’ stance for the following
three recommendations:

|. and 2. Strategy B and C — The impact of
climate-related risks and opportunities

on the organisation’s businesses, strategy
has been explained, however detailed
financial plans to mitigate these are still
being developed. Scenario analysis has
been completed for most risks and
opportunities. For reliance on natural

gas we have only modelled the financial
impact of GHG taxes. The financial

impact of Heat Stress incident has not
been included as we are working on
methodologies to calculate this. It was
considered that the potential risk in the
short term would not be material and
therefore scenarios were examined over
the medium and long term time horizons.
However we recognise the importance of
scenario analysis in the development of our

strategy and will enhance the detail and
accuracy in future reporting cycles.

3. Metrics and targets B — Scope 3
screening data for the reporting year

has been disclosed however, given the
spend-based approach taken, this should
be used for guidance purposes only until
the full inventory is completed for the
most material categories.

Although no formal strategy to achieve
compliance has yet to be developed,
each of these recommendations remains
a key focus for ESG compliance.

The climate-related financial disclosures
made by Morgan Advanced Materials
comply with the requirements of the
Companies Act 2006 as amended

by the Companies (Strategic Report)
(Climate-related Financial Disclosure)
Regulations 2022.

Section Requirement Location
Governance a) Describe the Board's oversight of climate-related risks and opportunities. page 44
b) Describe management’s role in assessing and managing climate-related risks and opportunities. page 45
Strategy a) Describe the climate-related risks and opportunities the organisation has identified pages 47 to 48
over the short, medium, and long term.
b) Describe the impact of climate-related risks and opportunities on the organisation’s pages 46 to 49

businesses, strategy and financial planning.
¢) Describe the resilience of the organisation’s strategy, taking into consideration different page 47
climate-related scenarios, including a 2°C or lower scenario.

Risk a) Describe the organisations processes for identifying and assessing climate-related risks. page 50
management b) Describe the organisations processes for managing climate-related risks. page 50
¢) Describe how processes for identifying, assessing and managing climate-related risks are page 50
integrated into the organisations overall risk management.
Metrics and a) Disclose the metrics used by the organisation to assess climate-related risks and opportunities page 50
targets in line with its strategy and risk management processes.

b) Disclose scope |, 2 and if appropriate, scope 3 GHG emissions and related risks.
¢) Describe the targets used by the organisation to manage climate-related risks and

opportunities and performance against targets.

pages 50 to 51
pages 51 to 52

Governance

Morgan Advanced Materials’ climate-related
risk and opportunities governance starts at

our highest level — the Board, and cascades
down through the organisation, as outlined

in the table on page 45.

Our Board has oversight of our climate
change, environmental and corporate
responsibility matters and ensures that our
executive team progresses as planned to
meet our commitments and goals.

I. See metrics and targets section.
2. See metrics and targets section.

The Board Chair and Board of Directors
monitor the Group’s progress against
climate related actions at each meeting.

The metrics reviewed at each meeting include:

> Progress towards our 2030 absolute
Scope | and & 2 CO,e emissions target'

> Progress towards our 2030 water
withdrawal and water stress targets?.

The impact of capital expenditure projects
on our 2030 environment goals is assessed
as part of the Board review process.

Climate change risks and opportunities are
considered as part of a top-down (from the
Board) and a bottom-up (from the Global
Business Units (GBUEs) risk management
process, where it is considered as a
contributory factor within several risk
categories, and as a risk itself. The severity
of each risk is quantified by assessing its
inherent impact and mitigated probability,
to ensure that the residual risk exposure is
understood and prioritised for control
throughout the Group. Substantive impacts
are assessed and monitored through our
risk assessment process.’
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Morgan Advanced Materials’ climate governance structure

Reporting on business climate risk

Table | — Board and Management oversight of climate-related risks and opportunities

Morgan Advanced Materials plc Board of Directors

Chief Executive Officer

Remuneration
Committee

Nomination Committee

Audit Committee
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Group Director EHS&S

EHS&S SLT

Executive Committee
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— Direct reporting line
— Reporting on climate-related business risks A

GBU Leadership Teams

<%

Board of
Directors

Chief Executive
Officer

Nomination
Committee

Audit
Committee

Remuneration
Committee

Executive
Committee

Group Director,
Environment
Health, Safety

and Sustainability

(EHS&S)
EHS&S

Leadership Team

GBU leadership
teams

> Has oversight of our climate change, environmental and corporate responsibility matters to ensure
our executive team progresses as planned to meet our commitments and goals.

> Climate-related risks and opportunities are a scheduled Board agenda item twice per year and progress
on environmental matters is reviewed four times per year, with updates on CO, and water progress in
each meeting.

> The competencies of the Board can be found on page 80 of the annual report, which included skills
and experience relevant to climate matters.

> Has overall responsibility for climate risk management and delivery of the Sustainability strategy.

> Environmental performance metrics, including CO, emissions and water usage, are reviewed each month
with the GBU presidents as part of the monthly performance review cadence.

> Ensures the Board possesses the correct depth and balance of capabilities to support the Group's
long-term position, including the expertise to assess the impact of climate change.

> Supports the Board on matters relating to financial reporting, internal control and risk management.
The Committee reviews the integrity of the Group’s climate-related financial reporting and the process
used to develop our TCFD-aligned disclosures and assesses climate-related risks for the purpose of
monitoring management’s progress in addressing them.

> Responsible for remuneration policy, including the inclusion of sustainability-linked metrics and targets within
performance-related pay. Greenhouse gas emissions targets are part of our Long-Term Incentive Plan (LTIP).*

> Responsible for execution and monitoring of the sustainability strategy, including environmental and
corporate responsibility matters, and the processes and controls regarding climate risks at a Group level.
Includes GBU presidents.

> Reporting to the CEQ, is responsible for developing further, and driving execution of, the ESG strategy.
They manage and report progress on environment and sustainability matters to the executive team and
to the Board of Directors.

> Is a key part of the Group risk review process — which reviews current and emerging risks every six months
and reports these to the executive team.

> Led by the Group Director EHS&S and comprising EHS&S leads from each of the GBUs, the team meets
monthly to review strategy implementation and performance against 2030 targets.

> Each GBU has a leadership team and they are responsible for sharing, reviewing and managing of both
principal and emerging risks including climate risks. This includes related policy, guidelines and process,
and is subject to Board oversight.

> The GBUs develop business-specific risk registers and business continuity plans which are used in their
annual strategic planning. These are presented to the Audit Committee and Executive Committees.

> The individual GBUs monitor their own performance against ESG targets and implement climate-related
policies and projects.

3. See Risk Management page 54.
4. See Directors Remuneration Report pages 104 to 130.
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Task Force on Climate-Related Financial Disclosures (TCFD) reporting continued

Strategy

Identification of risks

and opportunities

In late 2020, our Executive Committee,

our Group Director EHS&S, and the CEO
conducted a comprehensive materiality
assessment to establish our ESG priorities
up to 2030. We obtained feedback from
our Board and surveyed over |60 senior
business leaders to determine what ESG
means to our organisation. Additionally,

we gathered input from internal and
external stakeholders and assessed our
business performance. Based on this
materiality information we identified our
sustainability impacts on the environment
and society as well as the risks and
opportunities that were material to our
business and set ambitious goals for the
future. During 2023, scenario analysis was
conducted on the identified material risks to
better understand our business strategy and
resilience. Having considered the all sector
and sector specific risks and opportunities in
Tables Al.l and Al.2 in the TCFD guidance,
the information in the table below
summarises our material risks” and
opportunities across the appropriate

time horizons.®

Our products contribute to environmental
sustainability by significantly improving the
energy efficiency of our customers’
operations. We provide products

that enable solar and wind energy,

as well as those that support efficient
high-temperature processes such as
ceramic and glass manufacturing, and
industrial gas turbines.

Strategic execution priorities

I. Big positive difference
2. Delight the customer
3. Innovate to grow’

As part of our ongoing assessment of
material risks and opportunities the
previous year's disclosures have been
reviewed to determine if they would
continue to have a material impact on
the Group.

Following this review and considering
legislation timelines and requirements it
was deemed that obligations for enhanced
emissions reporting did not cause a material
impact on the Group as any increased costs
would be modest.

New product development was previously
disclosed in isolation however this has
now been included within the overall
opportunity of expanding within our

faster growing markets.

Availability of raw materials was previously
included within this section. It is considered
to be an operational risk due to certain
single-point suppliers, and is therefore
included within the Risk Management
section on page 58.

Changing customer behaviours leading to
reduced demand for our core markets

is no longer considered to be material.

The flexibility and adaptability of our
product portfolio enables us to support the
requirements of our customers net zero
transitions, giving strong resilience against
any such changes in core market demand.

Scenarios chosen

Transition scenarios were chosen to
explore different potential approaches

that governments and the international
community could take when setting carbon
prices, and how this could impact the
Group in different regions. These were
taken from World Energy Outlook 2022

— published by the International Energy
Agency. The Net Zero Emissions (NZE)
scenario was chosen to understand

the effect on the business of rapid
implementation, and the Announced
Pledges Scenario (APS) was chosen to
explore the current trajectory. Likelihood
scores were assessed based on anticipated
speed of adoption of these measures across
the international community. In undertaking
this analysis we have assumed future growth
in line with our financial framework.

Physical scenarios were chosen to

explore best (<2°C) , medium (2-4°C)
and worst case (4°C) impacts from

physical climate change at individual sites.
These were modelled using different
Intergovernmental Panel on Climate
Change (IPCC) Representative
Concentration Pathways (RCPs).

For the physical risks, the likelihood of
reaching each global temperature rise was
considered. For example, it was considered
to be almost certain that the world will
experience a temperature rise of 1.5°C,
whereas it is less likely that 4°C would be
reached. This likelihood was then combined
with the likelihood of an incident occurring
at one of our sites to give a final result.

7. Climate-related materiality impacts are aligned with our broader risk assessment criteria, 8. Climate-related risks and opportunities could impact the Group strategy over the short,
medium and long term. These are aligned with our broader risk assessment criteria and

which is defined using EBITA impact as follows:

— | — Negligible financial impact (£0—£0.1 million) — The lowest level are those risks
where the Company can absorb the financial impact, and the reputational impact is

relatively non-existent or negligible.

— 2 — Low financial impact (£0.1-£1 million), with a potential to be known by the

public via regulatory notices.

— 3 — Moderate financial impact (£1-£5 million), with the potential to be known

by the public or to damage our Company reputation.

— 4 — High financial impact (£5—£10 million), with the potential to impact

customer confidence.

— 5 — Significant financial impact (£10—£20 million) and/or reputational damage.
— 6 — Critical financial impact (>£20 million) and/or reputational damage.

are defined as follows:

— Short term (03 years). Detailed financial plans are developed, incorporating the

strategic spending requirements to decarbonise our business and realise growth

opportunities.

— Medium term (3-10 years). Aligns with our 2030 ESG targets. Each GBU develops

transition plans within this time horizon to realise these targets.

— Long term (10-25 years). Aligns with our 2050 ESG ambitions. In this time horizon we

expect to see a significant shift in technologies to allow us to decarbonise our business

but realise that significant uncertainties exist and must be considered when developing

Likelihood assessments are aligned with our broader risk assessment criteria,
and reflects the likelihood of the scenario and incident occurrence, where the risk

probability is defined as follows:
— | —Rare 0-5%

—2—Low 5-10%

— 3 —Moderate 15-25%

—4 —High 25-50%

— 5 - Significant 50-75%

— 6 — Inevitable >75%.

long-term transition plans.
9. For more detail on our execution priorities see page 9.

Table 2 — Summary of our material risks and opportunities

Risk/
opportunity &
time horizon

How it impacts Morgan
Advanced Materials

Link to our
strategy/ Scenario
associated likelihood/

opportunity  Impact
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Related metrics

Comments and response and targets

Transition risks & opportunities

Reliance on
natural gas

Medium to
long term

I. Impact of
rising wholesale
costs and
GHG pricing
instruments.
2. New
manufacturing
technology to
reduce natural
gas use and
lower carbon
output.

3. Damage
to reputation.

Growth in
our faster
growing
markets
Short-medium
term

10. Net Zero Emissions (NZE) scenario from World Energy Outlook 2022 — International Energy Agency.
I, Announces Pledges Scenario (APS) from World Energy Outlook 2022 — International Energy Agency.

Natural gas is widely
used across the Group
especially in our high-
temperature furnaces.

I. Continued reliance
on natural gas increases
the Group’'s financial
exposure with increasing
wholesale costs.

2. Transitioning to lower
carbon manufacturing
processes requires
investment. In many
cases, the technology is
not yet available to enable
either electrification or
other low carbon fuels
(such as green hydrogen).

3. The reputational
impact from being a
carbon intensive business
may deter potential
employees and third
parties that want to work
with the Company.

Increasing demand

for semiconductors,
healthcare, clean energy
and clean transportation
solutions to support the
global net zero transition
offers growth opportunity
for the Group.

l,2and3 | 5eClo
Reducing the Likelihood 3
carbon Impact 3

footprint of (medium
key products  term)

will support <°Ch

our customers | ikelihood 4
with their
net zero
ambitions.

Impact 3

(medium

o term)
Investing in

new and
existing
manufacturing
processes

to drive
efficiency
improvements
will help
mitigate
financial
exposure.

[,2and 3 Forecast
These 7-12%

markets align ~ growth per
well with both year, through
our purpose the cycle.
and strategy.  These

Our products  segments

support contribute
the global 21% of
transition total sales.
to a more

sustainable

future.

ES

o

&

For reliance on natural gas the financial Commitment to &

impact of GHG taxes was modelled, reduce scope | -‘g"

however rising wholesale prices has not ~ and 2 emissions B
been modelled as we have considered by 50% by
2030 from

this within our strategic and financial
planning which mitigates any significant
risk. Our reputational damage has not
been assessed.

a 2015 baseline.

Commitment
to source 80%
carbon-free

The results show an increasing likelihood
energy by 2025.

and impact from reliance on natural
gas across both scenarios. GHG pricing
instruments will likely begin to come
into force closer to 2030. Based on
current guidance the majority of our
sites produce CO, emissions at a level
lower than the thresholds.

In response, we will continue to leverage
our core capability in materials science.

A key part of our Transition Plan before
2030 is our investment in R&D for

key product families to establish their
decarbonisation pathway. The cross-GBU
furnace working group is working to
establish efficiency improvement and
decarbonisation opportunities.

As an example, we are signatories of
the Ceramics UK Towards Net Zero
initiative and are part of their Hydrogen
research project.

Our products help our customers to save
energy. The impact from high fuel prices
in recent years has been passed on to
our customers and we would expect to
pass on carbon costs in the same way,
enabling our customers to choose the
most carbon-efficient technology.

Our pledge to increasingly source
carbon-free energy demonstrates
our commitment to decarbonisation.

Revenue and

% growth

in our faster
growing markets.

Increasing decarbonisation drivers

will increase demand for our products.
We are investing in capacity to better
serve these growing markets and have
dedicated market specialists to ensure Investment
we address their needs. In these markets, ;, RaD.
we have newer products with high levels

of differentiation and we continue to

invest in R&D to develop products

which meet the needs of tomorrow.
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Risk/
opportunity & How it impacts Morgan
time horizon Advanced Materials

Link to our
strategy/ Scenario
associated likelihood/

opportunity  Impact

Comments and response

Related metrics
and targets

Physical risks & opportunities

Heat stress at our
manufacturing facilities
could negatively affect our
staff, plant and materials.

Heat stress
Medium term

Water stress Water is used in the
manufacture of our
materials. Drought
events where process
water is limited could
impact our sites.

Medium term

Sea level rise Some of our factories

Medium to are in low-lying locations.

long term Although sea level rise in
isolation is not predicted
to affect these locations,
when combined with
high tide and storm
surges, flood events
could damage our plants
and interrupt supply of
product to customers.

| <2°Chk
The health Likelihood 3
and safety 2_4°CH3

of our Likelihood 4
employees ~40CH
lsourtop | jkelihood 3
priority.

Supporting

them delivers

on our big

positive

difference

strategic

priority.

3 <2°C7
Innovating Likelihood 3
to reduce Impact |

the process ~ 2-4°C®
water used Likelihood 4
in our Impact |
manufacturing  ~ 409
processes Likelihood 3
reduces both Impact 2
the cost of

the water and

the energy

required

to dry the

product.

2 <2°C"
Our global Likelihood 3
manufacturing IMPact 3
footprint 2-4°C
means Likelihood 4
products Impact 3
could be >4°C

manufactured | jkelihood 3
at other
facilities,
supporting
our
customers
through any
interruptions.

Impact 3

Extreme heat events become more likely
and impactful in the worst-case scenario.

Mitigations such as the strategic provision
of air-conditioned rest rooms for workers,
which are already widely available across
our sites, are relatively straightforward to
implement to protect employee health
whilst minimising GHG growth.

Our global manufacturing footprint and
diversified supply chain means products
could be temporarily manufactured at other
facilities in the event of business disruption.
During periods of high heat that have
already occurred at some manufacturing
locations, we have been able to shift
manufacturing to cooler times of day.

The potential impacts from heat stress
are considered as part of our ongoing
manufacturing strategy.

Drought events increase in duration
in the worst-case scenario. Drought
events of greater than one month
were considered in our modelling.

As a key part of our Transition Plan before
2030 we are investing in R&D for key
product families to reduce water use and
share best practice in water conservation.

The water stress at a location is evaluated as
part of our ongoing manufacturing strategy.

The three sites affected in the <2C
scenario already have mitigation plans
to reduce consumption. In Aurangabad,
India we have introduced a water
harvesting system, in Kizad, UAE a new
recirculating water tower was installed.
In Gujarat, India we are evaluating the
installation of a recirculating cooling
tower. By reducing our consumption in
these locations we mitigate the possibility
of being forced to reduce operations.

The impact from seal level rise on our
facilities was found to be moderate with
flood damage and potential protection
or relocation costs the key impact.

We undertook an analysis of our
exposure to sea level rise in 2022.
Of our 70 manufacturing locations,
four were identified as having >1%
annual risk of flooding before 2050.

This is a long-term risk and it is being actively
considered as part of the ongoing review of
our physical portfolio. One of the identified
high-risk sites from the last report (Dalian,
China), closed in the course of 2023.

We are now
monitoring heat
stress incidents
through our H&S
reporting system.
A 0.10 LTA rate.

Top quartile
engagement
score.

309% reduction in
water withdrawal
by 2030 from

a 2015 baseline.

309% reduction in
water withdrawal
at water-stressed
sites by 2030
froma 2015
baseline.

Ongoing

monitoring,
metrics not
developed.

12. RCP 4.5 - IPCC.
13. RCP 4.5 (High) - IPCC.
14. RCP 8.5 - IPCC.

I5. Climate central coastal risk screening tool — based on IPCC RCPs.

Impact of risks and opportunities
on the business strategy

The first transition risk explored was the
Company’s reliance on natural gas in the
manufacturing process. Although only
one of our sites is currently exposed to an
emissions trading scheme, there is risk in
the future that more of our operations will
be exposed to carbon pricing instruments
as well as the rising wholesale cost of
natural gas. Assuming annual growth in
emissions linked to business growth, both
the 1.5°C and <2°C scenarios predicted
a similar impact in 2030, but increasingly
diverged in 2040 and 2050, with higher
impact in the 2°C scenario. The impact
shows the potential costs to the Company
of not being proactive in planning for
decarbonisation and enacting our
decarbonisation roadmap.

Our customers, exposure to carbon pricing
mechanisms could also be an opportunity.
Our products help our customers to
become more efficient, by reducing losses
in their manufacturing operations or in the
operation of their product. For example,
our thermal management solutions are
supporting our customers to maximise
throughput efficiency and minimise their
carbon footprints.

We have significant transition opportunity
in our faster growing market segments of
semiconductors, healthcare, clean energy
and clean transportation. A number of
projections have been compiled using
external sources and internal analysis which
show a through-cycle CAGR of 7-12%

in the next three to five years. Given the
relatively short time horizon we have not
run scenario analysis on these growth rates.

Heat stress and water stress scenario
analysis examined potential changes in peak
temperatures and drought months at 25

of our largest sites. Sea level rise risk was
assessed for sites with >1% chance of
flooding before 2050. Impact scorings were
based on potential temporary interruptions
to manufacturing operations. Changing
physical risks are being actively considered
as part of the ongoing review of our
physical portfolio.

Business resilience

The resilience of the Group to these climate
risks has been assessed. Our global
footprint, strong market positions and
diverse portfolio is our strength.

Our customer base is widely spread.

We largely make products where we sell
them with localised supply chains. In the
event of a local shock, manufacturing of
product could be transferred to other sites
within the GBU.

Our scenario analysis around our natural
gas reliance allows us to plan for changes
in operating costs and balance our global
manufacturing strategy. Our financial
performance over recent years has
demonstrated our resilience, growing
profitably every year. Even during the
shock of the global pandemic in 2020 we
maintained operating margins above 10%.

Transition Plan

The risks and opportunities considered
by the Board have directly informed the
Group's strategy to deliver on our 2030
goals and 2050 aspirations. These form
the foundation of our net zero roadmap,
as set out below, to ensure we achieve
our targets.

Preparing for the future

The Company’s short-term planning

(0-3 years) focuses on climate change-
related actions towards process efficiency,
improving net-water consumption, and
changing electricity providers to carbon-free
sources to achieve our 2025 target of 80%
carbon-free electricity:

> Conversion of lower temperature
furnaces to electricity. Building on
the development work to convert low
temperature processes, minimising
exposure to carbon taxation

> Development of a scope 3 emissions
strategy and targets. In 2023 we further
refined our scope 3 screening exercise
in line with SBTi guidance. In 2024 we
will commence work on our scope 3
inventory, starting with the most material
categories. From this we will develop
strategies to reduce emissions across the
categories which are key to the Group

> Life cycle assessment on our key
products. To better support our
customers in their decarbonisation
journeys, we will conduct life cycle
assessment on our key products,
making carbon footprints available,
but also identifying opportunities to
reduce their impact

> Engineering solutions to increase
efficiency and water recycling.
In particular, leveraging our furnace
working group to ensure our existing
assets are performing
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> Inclusion of a shadow carbon price in
Capex business cases. This will drive
visibility of the potential environmental
costs of business decisions

> Investing in early stage R&D projects
for carbon-free furnaces.
Acknowledging that the solutions are not
yet deployable in many cases, we will
work with academia, industry groups
and suppliers to develop solutions

> Investing to grow capacity in key
markets. We will invest in equipment
to support the fast growth in the
semiconductor, clean energy and clean
transportation markets, embedding and
improving our market position.

Scaling up

The Company's medium-term planning
(3-10 years) delivers more permanent
solutions to achieve our 2030 ESG goals:

> Installation of pilot carbon-free
furnaces. Higher temperature processes
require more technology development,
and the installation of pilot furnaces
for the different furnace types will
support this

> Further conversion of lower
temperature furnaces to electricity.
Converting further low temperature
furnaces to electricity

> Working with our value chain to
reduce scope 3 emissions. Deploying
our strategy to reduce our scope 3
footprint in key categories to achieve
our target of 15% reduction by 2030.

Investment in key technologies
The Company's long-term approach
(10-25 years) considers the achievement
of long-term goals and implementing the
solutions needed to decarbonise our
business. Climate change-related
long-term planning includes decisions on
the future of power generation and supply,
advancements in low carbon technology
and larger investments in waste heat
recovery and carbon capture:

> Further conversion of lower
temperature furnaces to electricity.
Converting remaining low temperature
furnaces that can be converted
to electricity

> Conversion of higher temperature
furnaces to electricity. Where
technologically possible, converting
higher temperature furnaces to electricity
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> Working with our value chain to
further reduce our scope 3 emissions.
Building on our progress, we will
continue to work with our value chain
to decarbonise

> Conversion of remaining furnaces to
carbon-free alternatives. Electrification
may not be possible or viable in all
cases, so parallel R&D paths will develop
and deploy alternative solutions.

Risk management

The Board recognises the need to
understand and assess climate-related

risk and the inherent uncertainty therein.
Risk management and internal control are
fundamental to achieving the Group aim of
delivering long-term sustainable growth in
shareholder value.

Principal and emerging risks are identified
both ‘top-down’ by the Board and the
Executive Committee and ‘bottom-up’
through the Group’s global business units.
Senior executives including the CEO and
Executive Committee are responsible for
the management of the Group’s principal
risks, including climate-related risk. Further
details on the Company’s procedures for
identifying, assessing and managing risk
can be found on page 54, in the Risk
Management section of our Annual Report.

Our Environment, Health, Safety &
Sustainability Senior Leadership Team
(EHS&S SLT) meets monthly to oversee
management of our most significant
environmental and climate risks. This group
is chaired by our Group Director EHS&S.

The senior management teams for the
different GBUs are responsible for
developing risk mitigation and management
strategies for the risks they identified for
their individual businesses. Each risk is
assessed by using the indicators of relevance
and their associated impact as part of

their annual strategic planning. Impact on
revenue, litigation outcomes, sites disrupted
and applicable fines are all quantifiable
indicators that could affect each sites,

risk classification.

Climate change and environmental
remediation are recorded as two principal
risks on the Group risk register. Climate
change covers transition and physical term
risks listed on pages 47 to 48 in the Strategy
16. The target boundary includes biogenic land-related
emissions and removals from bioenergy feedstocks.
I7. The assurance statement is available on our website:

morganadvancedmaterials.com/en-gb/being-responsible/
sustainability-responsibility-report/

section of this report. Environmental
remediation covers the risk of
environmental incidents and risks to
remediation activities underway in parts
of the Group. These are assessed in the
same way as all of the other principal risks.
Climate risk is also considered as a
component of other principal risks.

During 2023, the Board reviewed the
preparedness of the Company to the
principal risks with a significant potential
impact at Group level every six months.
Additionally, the Audit Committee carried
out a focused risk review of each GBU.
These reviews included an analysis of the
principal risks, and the controls, monitoring
and assurance processes established to
mitigate those risks to acceptable levels.
The overall risk from climate change was
assessed to have a high severity rating.

Metrics and targets

We are pleased that our 2030 targets have
been scrutinised and validated by the
Science Based Targets initiative (SBTi)

as being aligned with the well below

2°C trajectory. Our commitments are

as follows:

> Morgan Advanced Materials commits to
reduce absolute scope | and 2 GHG
emissions 50% by 2030 from a 2015
base year'®

> Morgan Advanced Materials also commits
to increase active annual sourcing of
carbon-free electricity from 0% in 2015
to 80% in 2025 and 100% by 2030

> Morgan Advanced Materials further
commits to reduce absolute scope 3
GHG emissions 5% by 2030 from
a 2019 base year.

We engaged ERM CVS to obtain limited
assurance in relation to selected information
and data in this Report. The Assurance
Report can be found on our website'.
Morgan Advanced Materials outlines its
organisational boundary on an operational
control basis, and our scope | and 2
emissions are reported on this basis.

The Company has reviewed the
cross-industry climate-related metrics
Table A2.1 from the TCFD guidance and
has developed metrics for GHG emissions.
Although ESG targets are part of the
Executive Management Team's LTIP

(see pages 104 to 130), we do not intend
to develop metrics in this area.

Scope | and 2

We monitor our scope | and 2 emissions
to understand our natural gas consumption,
and potential exposure to carbon pricing
mechanisms. It also allows us to understand
and track how mitigating actions such as
increasing efficiency and new technologies
are impacting and reducing our exposure.

Scope | and 2 emissions

reduction performance

Morgan Advanced Materials has reduced
its scope | and 2 emissions by 54% from
a 2015 baseline. This has been achieved
through the increased procurement of
carbon-free energy and driving energy
efficiency within our operations. Our
manufacturing sites account for 99% of our
scope | and 2 emissions so improving the
efficiency of these in the short term is key
to reducing our scope | CO,e emissions.
Although we have surpassed the target for
2030 continued focus on efficiencies and
technology advancements is needed to
maintain this. In the medium term our
furnace working group will evaluate and
pilot alternative fuel furnace technology

in line with our Transition Plan.

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

318,842
276,678
229,887
211,104 Target
157574 71347
19 20 21 2 23 2030

S

Carbon-free energy procurement target

We monitor our carbon-free energy procurement as it is part of our strategy to reach our 2030 scope | and 2 reduction target.
This in turn mitigates our exposure to carbon pricing mechanisms.

As part of our commitment to the SBTi, one of our validated targets is to increase our sourcing of renewable and carbon-free electricity
from 1% in 2019 to 80% by December 2025, and we commit towards sourcing 100% renewable and carbon-free electricity by 2030.

Table 3 - carbon-free energy progress

Metric 2019 2020 2021 2022 2023 2025 Target
Carbon-free energy procurement
as a % of total electricity procured 1% 6% 33% 49% 72% 80%

Our strategy is based on reducing our scope 2 emissions through the purchase of carbon-free electricity.?’ In 2023 we procured 72%

of our electricity from green or carbon-free sources. We continue to evaluate the procurement options for renewable energy on

a regional basis, including options for on-site generation. During the course of 2023, three additional solar PV systems were commissioned
at our sites, with further plans for investment. In total in 2023 we generated 1.5 GWh renewable electricity on-site, an increase from

[.2 GWh in 2022.

Scope 3

We recognise assessment of our value-chain emissions is an important part of our long-term sustainability strategy. In 2022, we completed
a scope 3 screening exercise?' across all relevant categories as part of our SBTi submission. The figures for 2023 and our 2019 baseline??
are shown below.

The screening exercise uses both spend-based and volume-based methods to estimate emissions in each of the categories. In the future
we intend to review the emissions factors used for the existing data and to transition away from spend-based factors in the most material
categories.

Table 4 — Scope 3 emissions screening results

Morgan Advanced Materials scope 3 GHG emissions results (tCO,e) 2023 2022 2021 2020 2019
Category | Purchased goods and services 410,641 474,257 439,775 394,744 444,705
Category 2 Capital goods 100,351 75,768 49,794 42,816 76,684
Category 3 Fuel and energy related activities 31,567 30,497 52,118 61,163 70,647
Category 4 Upstream Transport 46,613 71,143 58,777 48,935 65,109
Category 5 Waste generated in operations 9,597 12,344 11,889 [1,210 15,968
Category 6 Business travel 13,903 9,360 5,509 3,953 20,036
Category 7 Employee commuting 12,750 12,750 12,750 12,750 12,750
Category 8 Upstream leased assets - - - - -
Category 9 Downstream transport 22,705 18,780 18,052 15,912 17,228
Category 10 Processing of sold products 26,995 30,361 28,116 28477 30,340
Category Il Use of sold products 53,146 49,843 43,389 39,837 43,205
Category 12 End of life of sold products 81,107 57,050 58,062 53,725 56,427
Category 13 Downstream leased assets - - - - -
Category 14 Franchises - - - - -
Category |5  Investments - - - - -

Total scope 3

GHG emissions (tCO,e) 809,375 842,153 778,231 713,522 853,099

Total scope | and 2

GHG emissions (tCO,e) 157,574 211,104 229,887 276,678 318,842

Total GHG emissions (tCO,e) 966,949 1,053,257 1,008,118 990,200 1,171,941

20. Carbon-free electricity includes renewable and nuclear sources.

21. Scope 3 values were estimated using volume-based data where available and spend-based where not. Emission factors used are from the GHG evaluator tool with the exceptions of
categories 10, |l and 12 which were estimated using life cycle assessment insights for key products.

22. Our 2019 results have been updated from figures published in the 2022 TCFD disclosure following an improvement in the upstream and downstream transport calculation to introduce
estimates for supplier and customer transport not procured by Morgan Advanced Materials.
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Total water withdrawal and withdrawal in water-stressed regions

Our aspiration is to use water sustainably across our business. Our 2030 target is to reduce our overall water withdrawal by 30% and
reduce our water withdrawal in high-stress areas by 30% (from a 2015 baseline).? In line with the most recent data, we have updated

our water-stressed definition to include China? and our 2015 baseline has been restated. We monitor our water withdrawal in water
stressed regions to ensure that we are taking action at those sites to minimise water consumption. This mitigates against the risk of business
interruptions in case of a drought event. We have reduced our total water withdrawal by 26%, and by 23% in water-stressed areas
compared to this baseline. In 2023, due to the cumulative effect of a number of water saving investments, and an impactful water leak in
2022, our total water withdrawal had decreased by 1% compared to the prior year. Withdrawal in water-stressed areas is also improved,
due to the impact of water reduction projects.

Total water withdrawal (million m®) Our Stourport facility in the UK has made strategic
investments in water recirculation systems, particularly this
one in the materials manufacturing section. In 2023 alone,

their efforts have reduced site water consumption by

1.88 1.93 a commendable 43%, demonstrating their commitment to
1.73 1.72 s
1.50 minimising their environmental footprint while maximising
operational effectiveness.
19 20 21 22 23 2030

Water withdrawal in water-stressed areas’
(% reduction from 2015 baseline)

Target
30%
23%
14%
19 20 21 22 23 2030

*  Water-stressed areas include Spain, ltaly, Turkey, Mexico, India, United Arab Emirates,
Argentina, Australia and the state of California, USA. Using the most recent WRI data,
2023 and prior years have been restated to include China. See page 38 for detalils.

Revenue in faster growing markets and R&D spend

Growth in our faster growing markets of semiconductors, healthcare, clean energy and clean transportation is a transition opportunity
for the Group. In 2023 we recognised sales of £237.3 million in these sectors, increasing from £217.7 million in 2022. We monitor our
revenue in faster growing markets to ensure we are accessing the climate related opportunities in these markets. In addition, in 2023 we
invested £32.9 million in R&D, increasing from £31.6 million in 2022. R&D investment is key to mitigating the technology transition risk,
as we move away from fossil fuel powered furnaces.

Heat stress monitoring, Lost time accident rate and employee engagement

We are now monitoring heat stress incidents through our H&S reporting system. This allows us to understand the impact that heat stress
is having on our employees, and allows us to take action to reduce their exposure. In 2023 we saw one LTA attributable to heat stress
and a further six incidents where the employee was able to return to work. In 2023 we improved our LTA rate to 0.19% as we continue
to work towards our 2030 goal of a LTA rate of 0.10. In 2023 we achieved an engagement score of 54%.%

23. Water withdrawal includes water drawn from the Company’s owned sources, local authority and commercial sources.

24. Morgan Advanced Materials identifies water-stressed sites using the ‘Aqueduct Projected Water Stress Country Rankings’ (https://www.wri.org/data/aqueduct-projected-water-stress-
country-rankings). We determine our water-stressed sites by referring to the list of countries categorised into high (40-80% | score 3—4) and extremely high (>80% | score 4-5)
water stress levels. We utilise the 2030 business-as-usual scenario for industrial water usage to classify sites in water-stressed areas. Previous reports used the 2020 database. For 2023
reporting, we have used the 2022 database and have restated historical figures accordingly. Additionally, our sites in the State of California, USA are included in our water stress figures,
due to the water stress issues in the state of California. Countries classified as water-stressed are Australia, China, India, Italy, Mexico, Spain, Turkey, UAE and USA — California.

25. See page 40.

26. See page 39.
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Morgan Advanced Materials PLC is

a UK'incorporated business and is also

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

> Investment in on-site solar energy. Our
site in Swansea completed the installation
of a 278kW solar array, bringing their
installed capacity to over 500kW, with
other installations completed at our
Kailong, China plants

Streamlined energy
and carbon report

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

the government policy Streamlined Energy
and Carbon Reporting (SECR). This is
implemented by the Companies (Directors’
Report) and Limited Liability Partnerships
(Energy and Carbon Report) Regulations

> Replacement of a gas furnace with an
electric furnace at our Kempten site
in Germany

> Use of thermographic analysis to improve

2018. Also, it summarises in the appendix, Specific examples of actions taken . e
the methodologies utilised for all within the year to reduce energy the efficiency of furnaces in Kizad, UAE
calculations related to the elements consumption include: > Installation of transparent roof panels
reported under energy and carbon. to improve the quality of light at our
facility in Chile.
Table 5 — Scope | and 2 Emissions and Streamlined Energy and Carbon Reporting
| January — 31 December 2023 Units 2023 2022 2021 2020 2015
Scope | energy consumption MWh 574,531 636,583 648,833 592,325
UK MWh 38,316 37,988 37,358 36,277
Global excluding UK MWh 536,215 598,595 611,475 556,048
Scope | GHG emissions? tCOe 110,563 121,989 122,817 116,552 205,570
UK tCO,e 7,374 5,657 6,880 6,686
Global excluding UK tCO,e 103,189 116,332 115,937 109,866
Scope 2 energy Consumption MWh 395,366 423,955 417,835 387,177
UK MWh 14,198 15,205 15,083 15,673
Global excluding UK MWh 381,168 408,750 402,752 371,504
Scope 2 GHG emissions
(market-based)?® tCOe 47,011 89,115 107,070 160,126 137,124
UK tCO,e 0 0 0 3,657
Global excluding UK tCO,e 47,011 89,115 107,070 156,469
GHG intensity tCO,e/fm 141 190 242 304 391
UK tCO,e/fm 169 106 179 276
Global excluding UK tCO,e/Em 140 194 245 305
Biogenic CO, emissions?’ tCO.e 719 978 877 501 1,368
Methodology
This report (including the scope | and 2 Scope | calculations use the UK We are committed to a sustainable future
consumption and CO, e emissions data) Government GHG Conversion Factors and our approach to sustainability continues
have been developed and calculated using for Company Reporting (2023 version). to evolve as we bring into scope more and

the GHG Protocol — A Corporate Scope 2 location-based calculations use more elements related to our operations,
Accounting and Reporting Standard emission factors from the IEA 2023 processes and products.

(World Business Council for Sustainable publication, Scope 2 market-based
Development and World Resources calculations follow the GHG Protocol
Institute, 2004); Greenhouse Gas Protocol emission factor hierarchy and apply

Our products are benefiting the
environment by making the operations of
our customers significantly more energy

— Scope 2 Guidance (World Resources
Institute, 2015); Environmental Reporting
Guidelines: Including Streamlined

Energy and Carbon Reporting

Guidance (HM Government, 2019).

supplier-specific factors and residual factors,
where available. All consumption data
was complete for the reporting period.

efficient, and over the last five years we
have made steady reductions to our own
CO,e emissions and water consumption.

27. Total scope | emissions were calculated from the addition of emissions from fuels, refrigerants and other process emissions. Biogenic CO,e emissions are calculated and reported separately
in Table 3. Process emissions disclosed (4,617 tCO,e, or circa 4% of scope | emissions in 2023) are calculated using internally derived calculations. Scope | emissions for 2020 to 2022
have been restated from prior years to include process emissions. The scope | figure excludes mobile emissions which were estimated to be circa 200 tCO,e in 2023 but could not be

evidenced for assurance purposes.

28. The scope 2 emissions figure was calculated using the market-based methodology. The location-based figure for the same period is 155,957 tCO,e.

29. Biogenic emissions result from the combustion of biological materials. These are considered carbon neutral and therefore reported separately. Emissions were calculated using the
UK Government GHG Conversions Factors for Company Reporting (2023 version).
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Risk management

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

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

Principal and emerging risks are identified
both ‘top-down’ by the Board and the
Executive Committee and ‘bottom-up’
through the GBUs. The severity of

each risk is quantified by assessing its
inherent impact and mitigated probability,
to ensure that the residual risk exposure
is understood and prioritised for control
throughout the Group.

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

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

> maintaining significant focus on employee
safety and wellbeing, we have: refreshed
our ‘Take 5’ for safety process, improved
the safety of our high-temperature
processes and deployed a new EHS
system to facilitate the reporting and
management of EHS activities

> strengthening our security posture,
following the cyber security incident
which we experienced in January 2023,
and accelerating our IT infrastructure
modernisation programme

> increased focus on a robust internal
financial control environment

> continued focus on the ethics agenda,
including self-certification of policy
compliance and mandatory quarterly
training on ethics and compliance

> driving forward the Group’s
sustainability agenda, we have
a broad-based improvement programme
underway covering energy procurement,
process improvements and behavioural
changes in our plants.

Risk appetite

The Board has reviewed its appetite for
the Group’s principal risks and concluded
that its appetite for these risks remains
unchanged from the previous year.

The Group is willing to take considered
risks to develop new technologies,
applications, partnerships and markets for
its products and to meet customer needs.

The Group strives to eliminate risks to
product quality and health and safety,
as these underpin the success of the
Company’s products and the safety
of our people and contractors.

The appetite for risk in the areas of legal
and regulatory compliance continues to
be extremely low, and the Group expects
its businesses to comply with all laws

and regulations in the countries in which
they operate. The Group also has a low
appetite for financial risk.

During the year, the Board monitored
the Group’s current risk exposure relative
to the Board'’s appetite for different risks.
There were no risks where the current
risk exposure exceeded the Board's

risk appetite.

Emerging risks

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

The key emerging risk areas identified were:

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

> Social/Societal: potential recruitment
challenges to replace an ageing direct
workforce in some locations; longer-term
changes to new end-markets, such as
electric vehicles, domestic heating and
decentralised generation of energy

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

These emerging risks are monitored

so that their potential impact can be
understood and mitigated to prevent

them from becoming more significant.
They are also considered as an integral part
of the strategic planning process, and they
form part of the focused risk review of
each GBU.

The following are the Group’s principal risks
and uncertainties and they represent the
risks that the Board feels could have the
most significant impact on achieving the
Group’s strategy of building a sustainable
business for the long term, and could
impact the delivery of strong returns to

the Group's shareholders.

An indication of the Board’s assessment of
the trend of each principal risk — whether
the potential severity has increased,
decreased or is broadly unchanged

over the past year — is provided.
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Operational risks

Risk description, assessment and trend from 2022

Mitigation

Technical The Group's strategic success depends on

leadership maintaining and developing its technical leadership
. in materials science over its competitors.

Severity:

Moderate Unforeseen or unmitigated technology

obsolescence, the emergence of competing
Trend: technologies, the loss of control of proprietary
Unchanged

technology or the loss of intellectual property/
Risk appetite: know-how would impact the Group's business
Higher and its ability to deliver on its strategic goals.

The advanced technological nature of the Group
requires people with highly differentiated skill
sets. Any inability to recruit, retain and develop
the right people would negatively impact the
Group’s ability to achieve its strategic goals.

The Group has a dedicated technology team within

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

20 major technology families, to ensure it remains at the
leading edge of development. The Group also has four
Centres of Excellence. These Centres focus Morgan Advanced
Materials” expertise and research resources on further
developing core technologies and identifying new
opportunities and applications.
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The GBU leadership teams proactively monitor their
technology priorities and R&D investments and have
implemented a stage-gate process to manage this effectively.
These projects are also regularly reviewed by the CEO

and CFO.

Where Group products are designed for a specific customer,
they are developed in partnership with the customer.

The Group seeks to secure intellectual property protection,
where appropriate via a Trade Secret Standard, for its existing
and emerging portfolio of products and has an in-house
counsel dedicated to intellectual property protection,

with the support of external advisors.

The GBU IP Strategies place emphasis on improving
trade secret management activities. Group policy includes
a Trade Secret Standard document.

Operational As part of the Group’s strategy to improve the
execution/ efficiency of its operations and organisation,
organisational various changes have been made to operational
change processes at individual sites, to the GBU setup and
to the Group’'s structure. Further improvements
and changes are planned for future years. Failure
to manage these changes adequately could result
Trend: in interruption to operations or customer service,
Unchanged or a failure to maximise the Group’s opportunities.

Severity:
Moderate

Risk appetite:
Moderate

Changes to operational processes are carefully considered

by site and GBU management before implementation.
Operational improvements and savings are monitored against
budget by the GBUs and the Executive Committee to ensure
that changes deliver the savings promised without disruption
to business operations. New capital investments are approved
at appropriate levels of the Group and delivery of these is
overseen by GBU and Group management.

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

From | January 2024, Electrical Carbon and Seals and Bearings
GBUs were consolidated into a new GBU: Performance
Carbon, to take advantage of potential synergies. Change
management capabilities have been developed to mitigate the
associated integration risk.

@ Further detail on our strategy can be found on pages 18 to 19
and 23 to 25.
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Risk management continued

Operational risks

Risk description, assessment and trend from 2022

Mitigation

Portfolio
management

Severity:
Low

Trend:
Unchanged

Risk appetite:

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

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

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

Following the cyber security incident in January 2023,

the Group launched a restructuring and efficiency programme.
This aims to simplify the Group’s portfolio and align

capacity with the anticipated demand across the business.

This programme will continue into 2024.

During 2023, opportunities to acquire businesses were
actively reviewed on a continuing basis.

Moderate businesses with the capability to add further value

to the Group.

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

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

olitical affected by political, economic, social or regulator .
pott yp . 4 g 7 Annual budgets and strategic plans, as well as monthly forecasts
environment  developments or instability, for example an ) . . .
: . . for our different businesses are used to monitor delivery
. economic slowdown or issues stemming . . . . .
Severity: . : against expectations and anticipate potential external risks to
. from oil and natural resource price shocks. . .

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

Trend:

Unchanged In 2023, the macro-economic and political environment
remains muted, driven by high energy costs and the various
global conflicts.

The Board continues to monitor the global issues which impact
the Group, including trade restrictions and sanctions and the
relationship between the US and China.

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

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

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

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

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

i di d risk of | , . o
operatlor\slan increased risk ot regu atory The Executive Committee approves annual priorities for EHS.

Trend: or legal action being taken against the Group. . A L L

: ' : These form the basis for individual sites” own EHS priorities

Unchanged Any such action could result in both financial

Risk appetite:
Very low

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

and plans and complement the Group’s ‘thinkSAFE’ behavioural
safety programme.

EHS performance is monitored by the Group Executive
Committee and the Board. Our LTA rate was 0.19 (2022:
0.28); with the improvement reflecting the significant focus

on employee safety and wellbeing. During 2023, we refreshed
our ‘take 5 for safety’ process, improved the safety of our
high-temperature processes and deployed a new EHS system
to facilitate the reporting and management of EHS activities.
Safety continues to receive a high level of focus throughout
the organisation.

The Group continues to manage projects to remediate legacy
contamination at a number of former operational sites in
conjunction with external specialists and relevant authorities.

The Group’s commitment to protecting and enhancing the
environment is set out on pages 35 to 38.

TCFD disclosures are set out on pages 44 to 53.

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

57

Operational risks

Risk description, assessment and trend from 2022

Mitigation
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Pandemic The overall risk severity remains high as the In all manufacturing sites, ways of working to respond to the
. impact of a future pandemic could be significant. COVID-19 pandemic were successfully adapted — including

Severity: e . . "

. . . . . social distancing, hygiene measures and additional PPE — to

High Communicable disease impacts ways of working, k e safe. Fleibl Kino f h |

the supply chain and the ability of employees to CEp our people sale. Fiexible working from nome was aiso

Trend: . established, and further strengthened for all roles that could

travel to work in affected areas.

Unchanged do so.

The Colmpany s priority is to take all actions and These measures can be swiftly replicated in the event of
precautions necessary to ensure the safety and .

. another pandemic.
wellbeing of our employees.

Climate Global climate change poses a number of The Group actively mitigates the two transitional risks of

change short-term and longer-term challenges for carbon pricing and eliminating natural gas.

Severity: g;_rrt;:z;:;issér;!hﬁre;z(:;tbelg changes are The Group has completed scenario analysis for all identified

High g ' risks and is in the process of developing its strategy. See further
details on pages 46 to 48.

Trend:

Unchanged Longer-term risks include heat stress, water scarcity, sea level
rise, and supply chain disruption. Adverse and extreme
weather changes are also a potential risk which is monitored
by the GBUs and the respective sites.

Science based targets have been validated by SBTi and are in
line with a well below 2°C scenario.

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

quality, safety
and liability

Severity:
High

Trend:
Unchanged

Risk appetite:

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

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

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

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

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

Risk appetite:
Very low

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

The effective management of the Group’s

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

Maturity Model Certificate (CMMC), and the EU-GDPR and
UK Data Protection Act (DPA) 2018.

The Data Governance Committee was set up during 2023,
alongside a data classification project which is focused on
identifying, monitoring and protecting the use of data across
the Group.
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Risk management continued

Operational risks

Risk description, assessment and trend from 2022

Mitigation

Supply chain/
business
continuity

Severity:
High

Trend:
Unchanged

Risk appetite:

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

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

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

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

Management of these risks also involves monitoring and
reviewing supply chains (internal and external), dual/multiple
sourcing of materials or strategic stock, site security and safety

Higher One Group site, Hayward, is situated in the mechanisms, business continuity plans and maintenance of
California, US earthquake zone. Certain sites product quality and strong customer relationships.
.Of the Group’s businesses are important for The overall risk severity has improved based on a reduced
intercompany supply purposes. probability resulting from the effects of the ongoing
GBU activities.
The Group insurance programme includes business
interruption cover and specific cover in relation to the impact
of an earthquake in California, US; this Group-level insurance
is reviewed annually by the Board.
Treasury The Group's global reach means that it is exposed The Group's treasury function operates on a risk-averse basis.
. to uncertainties in the financial markets, the fiscal Required controls over selection of banks, cash management
Severity: T . , :
Moderate jurisdictions where it operates and the bgnkmg and other tregsury practices and‘payments globally are
sector. These heighten the Group's funding, documented in our Treasury Policy and related procedures.
Trend: foreign exchange, tax, interest rate, credit and The Group treasury team manages the Group's funding,
Unchanged liquidity risks as well as the risk that a bank failure liquidity, cash management, interest rate, foreign exchange,

Risk appetite:

Low

could impact the Group's cash.

counterparty credit and other treasury-related risks.
Treasury matters are regularly reviewed by the Board
and Audit Committee.

The refinance of the Group’s revolving credit facility (RCF)
was completed in November 2022. No material debt
maturities are due until 2026. As at 31 December 2023,
£42.1 million of the Group’s £230 million revolving credit
facility was drawn down.

Further detail on the Company’s Treasury Policy is set out in
the Group financial review, which can be found on page 68.
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Financial risks

Risk description, assessment and trend from 2022

Mitigation

Pension
funding

Severity:
Low

Trend:
Favourable

Risk appetite:

Low

The Group sponsors several defined benefit
pension arrangements (‘the Schemes'), which

are largely fully funded and with an investment
strategy that aims to insulate them from fluctuating
interest rates, investment values and inflation.

The deficit in Morgan Advanced Materials’ global
defined benefit pension schemes calculated on the
basis required for IAS 19 accounting disclosures
increased from £15.6 million as at 31 December
2022 to £25.2 million at 31 December 2023,
principally as a result of a reduction in the UK
Schemes'’ surplus, measured on the accounting
basis. Both UK Schemes remain over 100%
funded on the valuation basis, on which future
contribution requirements would be assessed.

Our primary means of mitigating pension funding risk is
proactive management of the pension scheme assets and
liabilities through an integrated pension strategy focusing on
funding, investment and benefit risk.

In the UK both Schemes are closed to the future accrual of
benefits. Following the most recent Scheme valuations in
March 2022, the Company agreed to make a lump sum
contribution of £67 million to the Schemes, equivalent to the
total contributions remaining due under the existing Recovery
Plans and sufficient to fully fund the Schemes on the basis of
the Trustees’ prudent ‘Long Term Objective’. In addition, the
Schemes' interest and inflation rate exposure is now 100%
hedged using only moderate levels of leverage. As a result,
overall levels of risk in the Schemes have been significantly

reduced and the security of member benefits greatly enhanced.

No further contributions will be required from the Company
at least until the next Scheme Valuations in March 2025.

Risk for the one remaining defined benefit pension plan in

the US has been reduced. Following a $36 million additional
contribution (in December 2017) and a move to a significantly
de-risked investment portfolio, this Scheme is now almost fully
funded on an accounting basis.

A liability management strategy for the remaining US
multi-employer plan has been agreed and a proposal for
withdrawal made to the Trustees.

No significant funding obligations exist in any other individual
country although German legacy defined benefit schemes are
unfunded, in accordance with local practice. The recent risk
review identified no significant liability increases were likely

in the foreseeable future.
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Risk management continued

Financial risks

Risk description, assessment and trend from 2022

Mitigation

Tax

Severity:
Moderate

Trend:
Unchanged

Risk appetite:
Low

The Group operates in many jurisdictions around
the world and could be affected by changes in
tax laws and regulations within the complex
international tax environment.

The OECD’s Base Erosion and Profit Shifting
(BEPS) framework is generating additional
obligations and filing requirements for the Group
as countries continue to implement the actions
in the framework. These could have an impact
on the tax paid by the Group.

The Group's tax function, working in conjunction with
external specialists as required, closely monitors fiscal
developments and changes such as BEPS to ensure that the
Group’s tax arrangements and practices continue to comply
with the requirements of all relevant jurisdictions, whilst also
enabling efficient management of the tax liability. The Group’s
Head of Tax reports to the Audit Committee on key tax
issues and initiatives.

The Group has published its tax strategy on its website
in line with UK corporate governance requirements:
morganadvancedmaterials.com/ESGPolicies.

6l

Legal and compliance risks

Risk description, assessment and trend from 2022

Mitigation

Contract
management

Severity:
High

Trend:
Unchanged

Risk appetite:

As a global advanced materials business,
supplying components into critical applications,
the Group may be exposed to liabilities arising
from the use of its products. Ineffective
contract risk management could result in
significant liabilities for the Group and could
damage customer relationships.

The Group has an in-house legal function supplemented by
specialist external lawyers.

The Group’s legal policy requires in-house legal review of
high-value or high-liability contracts to ensure they contain
appropriate protections for the Group. The policy requires
Chief Executive Officer approval before a business can enter
into a high-value contract exceeding £2 million and unlimited
liability contracts or contracts where the liability cap exceeds

Low £5 million.
The Group has product liability insurance that would respond
to product liability claims (up to policy limits) to the extent this
is not limited contractually.
Compliance The Group's global operations must comply with The Group is committed to the highest standards of corporate
Severity: arange of n.ationa}l and international Iaws and gnd individual behaviour. To gupport this, in ZO.I 8 the G.roup
Hich : regulations including those related to bribery and issued the Morgan Code, which has been continuously in force
g corruption, human rights, trade/export compliance  since then. The Code defines the Group’s approach to doing
Trend: and competition/anti-trust activities. business ethically and confirms our commitment to high
Unchanged standards of ethical behaviour. The Code is supported by

Risk appetite:
Very low

A failure to comply with any applicable laws/
regulations could result in civil or criminal liabilities
and/or individual or corporate fines and could also
result in debarment from government-related
contracts or rejection by financial market
counterparties and reputational damage.

a range of documents and mechanisms: global Group
policies, standards and guidance; training materials; the
provision of an ethics ‘Speak Up’ hotline for employees;
and systems to support effective screening of and due
diligence on third parties.

Mandatory ethics training for staff covers topics including
anti-bribery and anti-corruption, anti-trust, harassment and
bullying and trade controls. The Group’s ‘Speak Up" methods
enable staff to report concerns anonymously.

The Group has a Global Ethics and Compliance Director
organising and leading the Group’s activities and programmes.

The Group also has a Global Trade Compliance Director
whose role is dedicated to ensuring compliance with trade
controls. In 2022, the Company introduced the ‘thinkTRADE’
programme including global training on export control.

In addition to Group-level compliance specialists, the
businesses have appointed compliance officers, who are
responsible for supporting and monitoring local training.
Morgan Advanced Materials also employs country-specific
trade and export compliance specialists in higher-risk
businesses and jurisdictions.

Further details on ethics and compliance can be found on
pages 33 and 43.
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Review of operations

Global business
unit performance

The Group’s results are
reported as five separate
global business units,
which have been identified
as the Group's reportable
operating segments, as
detailed on page /.

These have been
identified on the basis
of internal management
reporting information
that is regularly reviewed
by the Group's Board
of Directors (the Chief
Operating Decision
Maker) in order to
allocate resources and
assess performance.

The strategy for each of our global

business units aligns with the execution
priorities of the Group.

We have put increased emphasis on
faster growing markets. Our core
markets are critical, providing a strong
base with a diversified portfolio.

Our four Centres of Excellence drive
technological differentiation, support
a strong pipeline of innovation and
margin expansion.

Our sustainable solutions are enabling
the energy transition and our Group is
resilient, benefitting from diverse
end-markets and its global footprint.

Thermal Ceramics

Thermal Ceramics manufactures advanced
ceramic materials, products and systems
for thermal insulation in high-temperature
environments. As at 3| December 2023,
it comprised 2| operating sites employing
approximately 2,470 people, with
manufacturing sites across the world.

It also has a network of sales offices
allowing immediate access to and
facilitating direct working with end-users.

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

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

Our core strength is our ability to address
individual customer problems, using our
materials and our applications expertise to
design, manufacture and install optimum
thermal solutions.

Our product range includes
high-temperature insulating fibre

products, microporous products, firebricks,
monolithic products, heat shields, fired
refractory shapes and structural block
insulation products. Revenue for Thermal
Ceramics for the year was £402.2 million,
representing a decrease of 4.6% compared
with £421.4 million in 2022. Reductions

in Conventional energy and Industrial
segments were partially offset by growth
across several segments including
Healthcare, Conventional transportation
and Metals. FX has been a substantial
driver of the decline as on an organic
constant-currency” basis, year-on-year
revenue decreased by 0.7%.

Thermal Ceramics operating profit was
£25.3 million (2022: £44.3 million), and
operating margin was 6.3% (2022: 10.5%).
Operating margin has declined versus prior
year owing to inefficiencies from the cyber
security incident impacting the first half of
the year. Full year margins show significant
recovery through H2. Details of the specific
adjusting items charge of £8.0 million
(2022: £2.8 million) are included in

note 6. Adjusted operating profit”

was £34.5 million (2022: £48.7 million)
with adjusted operating profit margin®

of 8.6% (2022: 11.6%).

Molten Metal Systems

Molten Metal Systems manufactures

an extensive range of high-performance
crucibles and foundry consumables for
non-ferrous metal melting applications.
We provide melting solutions for foundries,
die-casters and melting facilities working
with zinc, precious metals, aluminium,
copper, brass, bronze and other non-
ferrous metals.

At 3| December 2023, it comprised five
operating sites employing approximately
440 people, with some sales also being
made through a well-established
distributor network.

With its extensive applications experience
and process knowledge, Molten Metal
Systems helps customers put together the
optimal system for their needs. The global
business unit works with customers in
non-ferrous castings, metal powder
production, refining and recycling of
precious metals, and the production of
pure aluminium for electronics applications.

Our product range includes crucibles and
foundry products.

Revenue for Molten Metals Systems for
the year was £52.2 million, a decrease of
9.7% compared with £57.8 million in 2022.
Revenue decline is seen across both
Industrial and Metals segments due to
reduced market demand. On an organic
constant-currency” basis, year-on-year
revenue decreased by 8.1%.

Molten Metal Systems operating profit

was £4.2 million (2022: £7.5 million),

and operating profit margin was 8.0%
(2022: 13.0%). Margin weakening has

been caused by the drop through of volume
decline as well as cyber security incident
related inefficiencies in the first half.

Details of the specific adjusting items charge
of £1.3 million (2022: £nil) are included in
note 6. Adjusted operating profit” was

£5.7 million (2022: £7.8 million) with
adjusted operating profit margin” of

10.9% (2022: 13.5%).

Electrical Carbon

Electrical Carbon develops and
manufactures a wide range of products
which are used to transfer electrical current
between stationary and rotating or linear
moving parts in motor, generator, and
current-collector applications. The business
also makes graphite and felt products

used in the high-temperature processing of
materials and in semiconductor processing.
Electrical Carbon’s main markets are
semiconductors, rail, industrial drives,
power generation, iron and steel, mining
and wind-power.

As at 3| December 2023, Electrical Carbon
comprised |6 operating sites employing
approximately 1,440 people, with
manufacturing sites across the world.

The global spread of its operating sites is
supplemented by a comprehensive network
of sales offices. The business's core strength
is its longstanding materials and applications
experience and its ability to engineer
appropriate, reliable solutions for individual
customer requirements.

Our product range includes electrical
carbon brushes and collectors, brush
holders, slip rings and linear transfer
systems, felt and graphite components.

Revenue for Electrical Carbon for the year
was £201.4 million, representing an increase
of 6.7% compared with £188.7 million in
2022, driven by significant growth in our
Semiconductor segment. On an organic
constant-currency” basis, year-on-year
revenue increased by 9.7%.

Electrical Carbon operating profit was
£38.7 million (2022: £39.1 million), and
operating profit margin was 19.2%
(2022: 20.7%). Slight margin reduction is
a result of cyber security incident related
inefficiencies in the first half of the year.
Details of the specific adjusting items
charge of £2.3 million (2022: £0.1 million
credit) are included in note 6. Adjusted
operating profit” was £41.5 million
(2022: £39.7 million) with an adjusted
operating profit margin® of 20.6%

(2022: 21.0%).

Seals and Bearings

Seals and Bearings makes high-performance
self-lubricating bearing and seal
components, used predominantly in pumps
— industrial and domestic — or other sealing
applications. We use advanced carbon/
graphite, silicon carbide, alumina and
zirconia materials to engineer lightweight,
low-friction bearings and seals. These
materials help solve the problems
associated with use of lubricants in extreme
temperatures, corrosive or hygienic
environments and where access is
restricted, and are engineered into products
which provide customer-specific solutions.

As at 3|1 December 2023, Seals and
Bearings comprised || operating sites
employing approximately 1,410 people,
with manufacturing sites across the world.

The business's components often help to
extend the operating life of customers’
equipment and make it more energy-
efficient. The main markets served are
specialist applications in the oil and gas,
automotive, industrial, water pump,
aerospace and home appliance sectors.

Our product range includes seals,
bearings and general pump components
(shafts, vanes, rotors and washers).

Revenue for Seals and Bearings in 2023 was
£145.8 million, representing a decrease of
|.8% compared with £148.5 million in
2022, with the primary driver being a
decline in the Industrial segment offset

by strong growth in the Healthcare and
Petrochemical segments. On an organic
constant-currency” basis, year-on-year
revenue decreased by 1.2%. Ceramic
armour sales in 2023 were £25.4 million
(2022: £25.5 million).

Seals and Bearings operating profit

was £3.3 million (2022: £16.6 million),
and operating profit margin was 2.3%
(2022: 11.2%). Details of the specific
adjusting items charge of £7.4 million
(2022: £1.6 million) are included in

note 6. Margin deteriorated as a result
of manufacturing inefficiencies from

the cyber security incident. Adjusted
operating profit” was £11.4 million (2022:
£19.0 million), with an adjusted operating
profit margin™ of 7.8% (2022: 12.8%).
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Technical Ceramics

Technical Ceramics engineers high-
performance functional and structural
ceramic materials, components and
sub-assemblies to address customer-specific
technical challenges. The business employs
advanced materials science and applications
expertise to produce parts that enhance
reliability or improve the performance of
its customers’ products. Much of what the
GBU makes is used in demanding, harsh or
critical environments. The GBU works in
selected segments of the semiconductor,
energy, healthcare, industrial,
petrochemicals, security and transport
markets, typically in close collaborative
customer relationships.

As at 3| December 2023, Technical
Ceramics comprised |7 operating sites
employing approximately 2,860 people,
with manufacturing sites across the world.

Our product range includes structural
ceramic components, engineered coatings,
ceramic-to-metal assemblies including
brazed and metallised assemblies,

ceramic cores, braze alloys and ceramic
tubes and rollers.

Revenue for the Technical Ceramics in
2023 was £313.1 million, an increase of
5.9% compared with £295.7 million in
2022, driven by strong growth in
Conventional transport (particularly
Aerospace) and Security and defence
with a combination of market growth
and share wins. On an organic constant-
currency” basis, year-on-year revenue
increased by 6.4%.

Technical Ceramics operating profit

was £40.4 million (2022: £39.2 million),
and operating profit margin was 12.9%
(2022: 13.3%). Details of the specific
adjusting items credit of £8.0 million
(2022: £1.2 million charge) are included in
note 6. Margin decline due to continued
system recovery from the cyber security
incident and related inefficiencies. Adjusted
operating profit” was £33.1 million (2022:
£41.7 million), with an adjusted operating
profit margin® of 10.6% (2022: 14.1%).
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Group financial

Group performance

Group revenue and operating profit
Group revenue was £1,114.7 million

(2022: £1,112.1 million), an increase of 0.2%
on a reported basis compared with 2022.

Group adjusted operating profit” was
£120.3 million (2022: £151.0 million).
Adjusted operating profit margin® was
10.8%, compared with 13.6% for 2022.

Operating profit was £91.9 million

(2022: £140.8 million) and profit before
tax was £77.8 million (2022: £131.6 million).
Specific adjusting items in 2023 were

a net pre-tax charge of £25.1 million
(2022: £5.5 million), primarily relating to
the cyber security incident in January 2023,
impairment of non-financial assets, and the
impact of Argentina’s currency devaluation.
Further details are included under Specific
adjusting items below.

@ Read more about our five global business
units on pages 62 to 63.

Specific adjusting items

from continuing operations

In the consolidated income statement,

the Group presents specific adjusting items
separately. In the judgement of the
Directors, as a result of the nature and
value of these items they should be
disclosed separately from the results of
the Group to allow the reader to obtain an
understanding of the financial information
and the performance of the Group
excluding these items.

Details of specific adjusting items arising
during the year and the comparative period
are given in note 6 to the consolidated
financial statements. Specific adjusting items
in relation to discontinued operations are
disclosed in note 9 to the consolidated
financial statements.

In 2023, specific adjusting items were
£25.1 million (2022: £5.5 million) and
comprised the following:

review

Adjusted
Revenue operating profit! Margin %

2023 2022 2023 2022 2023 2022
Continuing operations £m £m £m £m £m £m
Thermal Ceramics 402.2 4214 34.5 487 8.6% 11.6%
Molten Metal Systems 52.2 57.8 5.7 78 10.9% 13.5%
Electrical Carbon 201.4 1887 41.5 397 20.6% 21.0%
Seals and Bearings 145.8 1485 1.4 190 7.8% 12.8%
Technical Ceramics 313.1 2957 33.1 417 10.6% 14.1%
Segment total L1147 11121 126.2 1569 11.3% 14.1%
Corporate costs 5.9 (5.9)
Group adjusted
operating profit' 120.3 I51.0 10.8% 13.6%
Amortisation of intangible assets 3.3) “.7)
Operating profit before
specific adjusting items 117.0 1463 10.5% 13.2%
Specific adjusting items included
in operating profit? (25.1) (5.5)
Operating profit 919 140.8 8.2% 12.7%
Net financing costs (14.1) (9.2)
Share of profit of associate
(net of income tax) - -
Profit before taxation 77.8 131.6

I. Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the
statutory results to the adjusted measures can be found on pages 72 to 73.
2. Details of specific adjusting items from continuing operations can be found in note 6 to the consolidated financial statements.

2023 2022
£m £m
Specific adjusting items from continuing operations'
Costs associated with the cyber security incident 14.7) -
Charges in relation to the impact of Argentina’s currency devaluation (5.8) -
Net restructuring (charge)/credit 3.5) 0.6
Net business closure and exit costs 1.9 -
Impairment of non-financial assets (7.3) (6.5)
Reversal of impairment of non-financial assets 8.1 -
Net profit on disposal of business - 0.4
Total specific adjusting items before income tax (25.1) (5.5)
Income tax credit from specific adjusting items 3.8 [
Total specific adjusting items after income tax (21.3) 44

I Specific adjusting items relating to discontinued operations are disclosed in note 9 to the consolidated financial statements.

2023

Costs associated with the

cyber security incident

During 2023, we incurred £14.7 million of
exceptional costs and charges in relation to
the cyber security incident in January 2023.
These were comprised of legal and advisory
costs, IT recovery and support costs and
impairment charges for IT assets which
were rendered unusable as a result of

the incident.

Charges in relation to the impact of
Argentina’s currency devaluation

On |3 December 2023, Argentina devalued
its currency by more than 50%. The impact
of the currency devaluation (£2.6 million)
has been classified as a specific adjusting
item. An impairment review was also
performed as at 3|1 December 2023 and,
due to restrictions on imports limiting the
ability to purchase raw materials and the
subsequent effect on forecast trading,

we have fully impaired the carrying value

of property, plant and equipment and the
value of raw materials which, in the

current circumstances, we would be

unable to sell. The impairment charges

in relation to property, plant and equipment
and inventory were £1.9 million and

£1.3 million, respectively.

Net restructuring charge

The Group has taken the opportunity to
right-size our global footprint and rationalise
costs in order to focus resources on our
faster growing markets. This restructuring
programme commenced in the second
half of 2023 and will continue into 2024.

A charge of £6.5 million has been
recognised in relation to this and comprises
costs associated with staff redundancies
and site closure costs.

A restructuring provision of £3.0 million
held for Technical Ceramics, ceramic cores
has been released following settlement
of a multi-employer pension plan and the
re-letting of the site.

Net business closure and exit costs
During 2023, we commenced liquidation
of a Thermal Ceramics business in China.
Costs associated with this were £1.9 million
and included severance, decommissioning
and advisory fees.

The land and buildings owned by another
Thermal Ceramics business in China which
was closed in 2020 were sold in December
2023. The gain associated with this sale was
£2.4 million.

We disposed of a Thermal Ceramics
business in France in 2015, for which we
retained responsibility for remediating the
impact of historical manufacturing processes
on the environment. An assessment of

the remaining required remediation was
performed in 2023 and as a consequence of
this review we have provided £2.4 million.

Impairment of non-financial assets
Seals and Bearings, Europe

An impairment charge of £2.9 million was
recognised after reassessing the value in
use of property, plant and equipment in

a business in Italy which was experiencing
limited growth. This represents a partial
impairment of the assets; the carrying value
of the assets following this impairment was
£5.3 million. The calculation of value in use
was performed as at 31 December 2023,
a long-term growth rate of 1.0% was used
for years beyond the five-year forecast
period and in calculating the terminal value,
with a pre-tax discount rate of 17.3%.

An impairment charge of £0.3 million was
recognised after assessing the viability of
a development asset, which could not be
successfully commissioned.

Seals and Bearings, Asia

An impairment charge of £1.9 million was
recognised after reassessing the value in
use of property, plant and equipment in

a business which was experiencing limited
growth and under-utilisation of key assets.
This represents a partial impairment of
assets; the carrying value of the assets
following this impairment was £2.2 million.
The calculation was performed as at

31 December 2023, using a long-term
growth rate of 1.0% and a pre-tax
discount rate of 13.9%.
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Electrical Carbon, North America
An impairment charge of £1.5 million was
recognised after assessing the viability of a
development asset in North America which
was not deemed to be commercially viable.

Electrical Carbon, Asia

An impairment charge of £0.7 million was
recognised in relation to assets associated
with a manufacturing line which, based
on current projections, is expected to

be under-utilised from 2025 onwards.
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Reversal of impairments recognised
in prior periods

In 2020, as a result of the COVID-19
pandemic, we impaired property, plant and
equipment within our Technical Ceramics,
ceramic cores business and Thermal
Ceramics, Europe. Following our review
as at 31 December 2023 of assets which
continue to be used and which were
impaired in previous years, we have
reversed a portion of this impairment.

For the ceramic cores business we reversed
£5.7 million, being a full reversal, reinstating
the net book value at which the assets
would have been held if the impairment
had not been booked in 2020, because
the business and the aerospace industry
have demonstrated sustained growth.

For Thermal Ceramics, Europe we

have recorded a partial impairment
reversal of £2.4 million following sustained
recovery of the industrial market segments.
This reversal is based on a value in use
calculation which was performed at

31 December 2023, using a long-term
growth rate of 1.0% for years beyond the
five-year forecast period and in calculating
terminal value, with a pre-tax discount

rate of 13.6%.

Review of cumulative impairment of
non-financial assets

Impairment charges of £20.6 million for
non-financial assets which the business
continues to use have been recorded during
the current and previous years (Technical
Ceramics, Asia £7.7 million, Thermal
Ceramics £7.2 million, Seals and Bearings,
Asia £2.9 million and Seals and Bearings,
Europe £2.8 million). These impaired
amounts could be reversed if the related
businesses were to outperform significantly
against their budget. A sensitivity analysis
was carried out using reasonably possible
changes to the key assumptions in assessing
the value in use of these non-financial
assets. This did not result in a material
reversal of the impaired amounts.



66 Morgan Advanced Materials
Annual Report 2023

Group financial review continued

2022

Impairment of non-financial assets
Seals & Bearings, Asia

An impairment charge of £0.6 million was
recognised relating to assets purchased to
support a customer contract which did
not materialise.

A further impairment charge of £1.0 million
was recognised after reassessing the value
in use of property, plant and equipment in
a business in Asia which was taking longer
than anticipated to generate revenues.

This represented a partial impairment of
the assets; the carrying value of the assets
following this impairment was £5.2 million.
The calculation of the value in use was
performed as at December 2022.
Along-term growth rate of 1.0% was used
for years beyond the five-year forecast
period and in calculating the terminal value.
A pre-tax discount rate of 12.9% was used
to determine the value in use.

Thermal Ceramics, Europe

An impairment charge of £1.2 million was
recognised following a fire in December
which destroyed a warehouse and
inventory. The assets were subsequently
written off.

An impairment charge of £1.1 million was
recognised after reassessing the value in
use of property, plant and equipment in a
business in France which was experiencing
limited growth and under-utilisation of

key assets. This represented a partial
impairment of the assets. The carrying
value of the assets following the impairment
was £0.3 million. The calculation of value in
use was performed as at December 2022.
A long-term growth rate of 1.0% was used
for years beyond the five-year forecast
period and in calculating the terminal value.
A pre-tax discount rate of 13.7% was used
to determine the value in use.

Thermal Ceramics, South America
An impairment charge of £0.9 million was
recognised in relation to assets associated
with a closed manufacturing line.

Technical Ceramics, Asia

An impairment charge of £1.7 million was recognised after reassessing the value in

use of property, plant and equipment in a business in Asia which was taking longer than
anticipated to generate revenues. This represented a partial impairment of the assets; the
carrying value of the assets following this impairment was £3.2 million. The calculation of
the value in use was performed as at December 2022.

A long-term growth rate of 1.0% was used for years beyond the five-year forecast period
and in calculating the terminal value. A pre-tax discount rate of 12.9% was used to
determine the value in use.

Restructuring credit

A credit of £0.6 million was recognised in the year ended 3| December 2022.

This represented the release of restructuring provisions recorded in relation to the
Group’s 2020 restructuring programme. The remaining provision of £10.5 million as at
31 December 2022 included lease exit costs and multi-employer pension obligations for
two sites which were closed in 2021. In 2022, the cash outflows relating to the pension
obligations were expected to continue for up to |9 years, subject to any settlement being
reached in advance of that date. Cash outflows in relation to the lease were expected to
continue for four years. Refer to note 24 for further information.

Net profit on disposal of business

The Group disposed of its investment in the joint venture Sukhoy Log, based in Russia,
during 2022. This disposal generated a net profit of £0.4 million. Refer to note 2 for
further information.

Foreign currency impact

The principal exchange rates used in the translation of the results of overseas subsidiaries
were as follows:

2023 2022
GBP to: Closing rate Average rate Closingrate  Average rate
US dollar 1.27 1.24 .21 1.24
Euro 1.15 1.15 [.13 [.17

The potential impact of changes in foreign exchange rates is given in note 2| to the
consolidated financial statements on page [85.

Retranslating the 2023 full-year results at the February 2024 closing exchange rates would
lead to revenue of £1,091.7 million and adjusted operating profit” of £112.7 million.

For illustrative purposes, the table below provides details of the impact on 2023 revenue
and Group adjusted operating profit* if the actual reported results, calculated using 2023
average exchange rates were restated for GBP weakening by 10 cents against the US dollar
in isolation and 10 cents against the Euro in isolation:

Adjusted

operating

Revenue profit!

Increase in 2023 revenue/adjusted operating profit' if: £m £m
GBP weakens by 0c against the US dollar in isolation 42.8 49
GBP weakens by 0c against the Euro in isolation 21.5 2.5

I. Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the
statutory results to the adjusted measures can be found on pages 72 to 73.

Amortisation of intangible assets

The Group amortisation charge was
£3.3 million (2022: £4.7 million).

Finance costs

The net finance charge was £14.1 million
(2022: £9.2 million) comprising net bank
interest and similar charges of £11.7 million
(2022: £5.4 million), net interest on

IAS 19 pension obligations of £nil

(2022: £1.4 million), and the interest
expense on lease liabilities of £2.4 million
(2022: £2.4 million) resulting from

IFRS 16 Leases.

The impacts of potential changes in interest
rates on profit or loss are stated in note 21
to the consolidated financial statements on

page 184.

Looking forward to 2024, we anticipate
that the net finance charge will be around
£18-20 million, comprising: net bank
interest and similar charges of £16—17
million; net interest on IAS |9 pension
obligations of £0.5 million; and net interest
expense on lease liabilities of £2 million.

Taxation

The Group tax charge from continuing
operations, excluding specific adjusting
items, was £26.0 million (2022:

£37.1 million). The effective tax rate,
excluding specific adjusting items,

was 25.3% (2022: 27.0%). Note 8 to
the consolidated financial statements,
on page |65, provides additional
information on the Group’s tax charge.

Looking forward to 2024, we anticipate
that the effective tax rate will be around
25%-27%.

On a statutory basis, the Group tax charge
was £22.2 million (2022: £36.0 million),
lower than the previous year due to the
lower taxable profits.

Earnings per share

Basic earnings per share from continuing
operations was 6.4 pence (2022:

30.6 pence) and adjusted earnings per
share” was 25.0 pence (2022: 33.8 pence).
Details of these calculations can be found
in note 10 to the consolidated financial
statements on page [68.

6/

Final dividend

The Board is recommending a final dividend, subject to shareholder approval, of 6.7 pence
per share on the Ordinary share capital of the Group, payable on |7 May 2024 to Ordinary
shareholders on the register at the close of business on 26 April 2024. The ex-dividend
date is 25 April 2024.

Together with the interim dividend of 5.3 pence per share paid on |7 November 2023,
this final dividend, if approved by shareholders, brings the total distribution for the year to
12.0 pence per share (2022: 12.0 pence).
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A total dividend of 12.0 pence per share represents a dividend cover of adjusted EPS™ of
2.1 times.

The Board has committed to grow the Ordinary dividend as the economic environment
and the Group’s earnings improve, targeting a dividend cover of around 2.5 times over
the medium term. While the results in 2023 were depressed by the impact of the cyber
security incident, the balance sheet is strong and the Board is confident about the outlook
for the business. Consequently, the Board is recommending a flat dividend in 2023 even
though cover is lower than our target for this year.

Note 4! to the Company financial statements, on page 211, provides additional information
on the Company’s distributable reserves.

Cash flow

Cash generated from continuing operations was £126.3 million (2022: £59.1 million).

Free cash flow before acquisitions, disposals and dividends" was £14.6 million
(2022: £(46.9) million).

Net debt" at the year end was £232.3 million (2022: £200.4 million), representing
anet debt” to EBITDA" ratio of 1.5 times (2022: 1.1 times).

The Group has cash and cash equivalents" of £124.5 million and undrawn headroom on
its revolving credit facility of £187.9 million.

Net debt excluding lease liabilities” was £185.2 million (2022: £148.5 million), representing
a net debt” to EBITDA" ratio excluding lease liabilities of 1.2 times (2022: 0.8 times).

Commitments for property, plant and equipment and computer software for which no
provision has been made are set out in note 25 to the consolidated financial statements

on page 197.

2023 2022
£m £m
Cash generated from continuing operations 126.3 59.1
Net capital expenditure (58.5) (574)
Net interest on cash and borrowings (11.6) (5.4)
Tax paid (30.3) (31.8)
Lease payments and interests (11.3) (I1.4)
Free cash flow before acquisitions, disposals
and dividends 14.6 (46.9)
Dividends paid to external plc shareholders (34.2) (31.6)
Net cash flows from other investing and financing activities (17.8) (10.3)
Cash flows from sale of subsidiaries and associates - 0.4
Net cash flows from discontinued operations 0.4 [
Exchange movement and other non-cash movements 0.3 (14.5)
Opening net debt' excluding lease liabilities (148.5) (46.7)
Closing net debt' excluding lease liabilities (185.2) (148.5)
Closing lease liabilities 47.1) (51.9)
Closing net debt' (232.3) (200.4)

I Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the
statutory results to the adjusted measures can be found on pages 72 to 73.
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Capital structure

At the year end total equity was
£398.6 million (2022: £429.6 million)
with closing net debt” of £232.3 million
(2022: £200.4 million).

Non-current assets were £530.8 million
(2022: £524.3 million) and total assets were
£1,024.7 million (2022: £1,020.3 million).

Details of undiscounted contracted
maturities of financial liabilities and capital
management are set out in note 2| to
the consolidated financial statements

on page 181.

Capital structure is further discussed
in note 21 to the consolidated financial
statements on page 186 under the
heading Capital management.

Pensions

The Group operates a number of
pension schemes throughout the world,
the majority of which are of a funded
defined benefit type. The largest of these
are located in the UK and the USA,

and the majority of the others in
continental Europe.

The charge incurred in relation to the
Group’s defined benefit arrangements
is summarised in the table below.

2023 2022
£m £m
Operating costs:
Current and past service cost 2.4) (2.7)
Administration expenses recognised outside
the pension liabilities (r.n (1.5)
Curtailments and settlements - 0.2
Total operating costs (3.5) (4.0
Net interest on net defined benefit liability - (1.4)
Total (3.6) (5.4)

Defined benefit pension plans

The Group pension deficit has increased
by £9.6 million since last year end to
£25.2 million on an IAS 19 (revised) basis:

> The UK Schemes' surplus decreased
by £12.7 million to £12.5 million (2022
surplus: £25.2 million), (discount rate
2023: 4.52%; discount rate 2022: 4.81%)

> The US Schemes' deficit decreased by
£3.7 million to £5.5 million (2022:
£9.2 million), (discount rate 2023:
4.80%; discount rate 2022: 4.99%)

> The European Schemes' deficit increased
by £0.3 million to £28.2 million (2022:
£27.9 million), (discount rate 2023:
3.40%; discount rate 2022: 3.70%)

> The Rest of World Schemes’ deficit
increased by £0.3 million to £4.0 million
(2022: £3.7 million), (discount rate 2023:
5.52%; discount rate 2022: 5.30%).

The most recent full actuarial valuations of
the UK Schemes were undertaken as at

31 March 2022 and resulted in combined
assessed deficits of £49.7 million on the
‘Technical Provisions’ basis. The Company
subsequently agreed with the Trustees to
make a lump sum contribution to the
Schemes of £67.0 million on 29 December
2022 in lieu of the remaining contributions
that would otherwise have been due
under the existing recovery plans from the
31 March 2019 valuations. The sum paid
also represented the value of the deficit on
the more prudent ‘Long Term Objective’
basis on the date of that agreement,

25 October 2022. As a result, no further
contributions to the Schemes are expected
to be required pending the results of the
next full valuations as at 31 March 2025.

Post balance sheet event

There were no reportable post balance
sheet events following the balance
sheet date.

Treasury policies

The following policies were in place

across the Group throughout the year.

The manager of each global business unit is
required to confirm compliance as part of
the year-end process.

Financial Risk Management and
Treasury Policy

Group Treasury works within a framework
of policies and procedures approved by

the Audit Committee. It acts as a service to
Morgan Advanced Materials’ businesses, not
as a profit centre, and manages and controls
risk in the treasury environment through
the establishment of such procedures.

Group Treasury seeks to align treasury
goals, objectives and philosophy to those
of the Group. It is responsible for all of
the Group's funding, liquidity, cash
management, interest rate risk, foreign
exchange risk and other treasury business.
As part of the policies and procedures,
there is strict control over the use of
financial instruments to hedge foreign
currencies and interest rates. Speculative
trading in derivatives and other financial
instruments is not permitted.

Foreign exchange risks

Currency transaction exposures exist as
a result of the global nature of the Group.
The Group has a policy in place to hedge
all material firm commitments and a large
proportion of highly probable forecast
foreign currency exposures in respect of
sales and purchases over the following

I2 months and achieves this through

the use of the forward foreign exchange
markets. A significant proportion of the
forward exchange contracts have maturities
of less than one year after the balance
sheet date. The Group continues its
practice of not hedging income statement
translation exposure.

There are exchange control restrictions
which affect the ability of a small number of
the Group's subsidiaries to transfer funds
to the Group. The Group does not believe
such restrictions have had or will have any
material adverse impact on the Group

as a whole or on the ability of the Group
to meet its cash flow requirements.

Currency translation risks are controlled
centrally. To defend against the impact of
a permanent reduction in the value of its
overseas net assets through currency
depreciation, the Group seeks to match
the currency of financial liabilities with the
currency in which the net assets are
denominated. This is achieved by raising
funds in different currencies and through
the use of hedging instruments such as
swaps and is implemented only to the
extent that the Group’s gearing covenant
under the terms of its loan documents,

as well as its facility headroom, are likely
to remain comfortably within limits. In this
way, the currencies of the Group’s financial
liabilities become more aligned to the
currencies of the trading cash flows which
service them.

Business simplification in 2024

Interest rate risk

The Group seeks to reduce the volatility
in its interest charge caused by rate
fluctuations. The proportions of fixed and
floating-rate debt are determined having
regard to a number of factors, including
prevailing market conditions, interest rate
cycle, the Group's interest cover and
leverage position and any perceived
correlation between business
performance and rates.

Credit risk

Credit risk is the risk of financial loss to
the Group if a customer or counterparty
to a financial instrument fails to meet its
contractual obligations. The Group is
exposed to credit risk on financial
instruments such as liquid assets,
derivative assets and trade receivables.

Cash balances held by companies
representing over 65% of the Group'’s
revenue are managed centrally through

a number of pooling arrangements. Credit
risk is managed by investing in liquid assets
and acquiring derivatives in a diversified way
from high-credit-quality financial institutions.
Counterparties are assessed through

the use of rating agencies, systemic risk
considerations, and regular review of

the financial press. Credit risk is further
discussed in note 2| to the consolidated
financial statements on page 179.

Capital investment

The Group has well-established formal
procedures for the approval of investment
in new businesses and for capital
expenditure, to ensure appropriate
senior management review and sign-off.
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Borrowing facilities and liquidity

All of the Group’s borrowing facilities are
arranged by Group Treasury with Morgan
Advanced Materials plc as the principal
obligor. In a few cases, operating
subsidiaries have external borrowings

but these are supervised and controlled
centrally. Group Treasury seeks to obtain
certainty of access to funding in the
amounts, diversity of maturities and
diversity of counterparties as required to
support the Group’s medium-term financing
requirements and to minimise the impact of
poor credit market conditions.
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The Group’s debt and its maturity profile
are detailed in notes 20 and 2| to the
consolidated financial statements on

ages |78 and 179.

Tax risks

The Group follows a tax policy to fulfil
local and international tax requirements,
maintaining accurate and timely tax
compliance whilst seeking to maximise
long-term shareholder value. The Group
adopts an open and transparent approach
to relationships with tax authorities and
continues to monitor and adopt new
reporting requirements, for example those
arising from the implementation of the
OECD Base Erosion and Profit Shifting
proposals within tax legislation across
various jurisdictions.

The tax strategy is aligned to the Group’s
business strategy and ensures that tax affairs
have strong commercial substance. Tax risks
are set out in the Risk Management section

on page 60.

As mentioned on page 31, in order to focus our resources on the most attractive opportunities, we will in future manage the Group
through three distinct segments, Thermal Products, Performance Carbon and Technical Ceramics. This structure is effective from

| January 2024.

Adjusted operating

Revenue Adjusted operating profit' profit margin %'
2023 2022 2023 2022 2023 2022
£m £m £m £m % %
Thermal Products 454.4 479.2 40.2 56.5 8.8% [1.8%
Performance Carbon 327.2 321.7 50.0 57.3 15.3% 17.8%
Technical Ceramics 333.1 3.2 36.0 43.1 10.8% 13.8%
Segment total 1,114.7 2.1 126.2 156.9 11.3% 14.1%
Corporate costs 5.9 (5.9)
Group adjusted operating profit' 120.3 I51.0 10.8% 13.6%

The table above shows 2022 and 2023’s results using the operating segments of the Group going forward.
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Directors’ statements

Going concern statement

The Group's business activities, together
with the factors likely to affect its future
development, performance and position
are set out in the Strategic Report on

pages 2 to /5. The financial position of the
Group, its cash flows, liquidity position

and borrowing facilities, are described

in the Financial Review on pages 64 to 69.
In addition, note 2| to the consolidated
financial statements includes the Group’s
policies and processes for managing financial
risk, details of its financial instruments and
hedging activities and details of its exposures
to credit risk and liquidity risk.

The Group meets its day-to-day working
capital requirements through local banking
arrangements underpinned by the Group’s
£230.0 million unsecured multi-currency
revolving credit facility, which matures in
November 2028. As at 31 December 2023,
the Group had both significant available
liquidity and headroom on its covenants.
Total committed borrowing facilities were
£496.9 million. The amount drawn under
these facilities was £309.0 million, which
together with net cash and cash equivalents
of £123.9 million, gave a total headroom

of £311.8 million. The multi-currency
revolving credit facility was £42.1 million
drawn. The Group had no scheduled

debt maturities until 2026.

The principal borrowing facilities are
subject to covenants that are measured
semi-annually in June and December,

being net debt to EBITDA of a maximum of
3 times and interest cover of a minimum of
4 times, based on measures defined in the
facilities agreements which are adjusted
from the equivalent IFRS amounts.

The Group has carefully modelled its cash
flow outlook, taking account of reasonably
possible changes in trading performance,
exchange rates and plausible downside
scenarios. This review indicated that there

was sufficient headroom and liquidity for
the business to continue for the 18 month
period based on the facilities available

as discussed in note 2| to the financial
statements. The Group was also expected
to be in compliance with the required
covenants discussed above. The Board has
also reviewed the Group's reverse stress
testing performed to demonstrate how
much headroom is available on covenant
levels in respect of changes in net debt,
EBITDA, and underlying revenue. Based
on this assessment, a combined reduction
in EBITDA of 46% and an increase in net
debt of 40% would still allow the Group to
operate within its financial covenants. The
Directors do not consider either of these
scenarios to be plausible given the diversity
of the Group’s end-markets and its broad
manufacturing base.

The Board and Executive Committee have
regular reporting and review processes

in place in order to closely monitor

the ongoing operational and financial
performance of the Group. As part of

the ongoing risk management process,
principal and emerging risks are identified
and reviewed on a regular basis. In addition,
the Directors have assessed the risk

of climate change and do not consider
that it will impact the Group’s ability to
operate as a going concern for the period
under consideration.

The Board fully recognises the challenges
that lie ahead but, after making enquiries,
and in the absence of any material
uncertainties, the Directors have

a reasonable expectation that the Company
and the Group have adequate resources
to continue in operational existence for
a period of 18 months from the date of
signing this Annual Report and Accounts.
Accordingly, they continue to adopt the
going concern basis in preparing the
Annual Report and Accounts.

Viability statement

In accordance with provision 31 of the

UK Corporate Governance Code, the
Directors have assessed the prospects of
the Company over a period significantly
longer than 12 months. The viability
assessment period remained at five years
to 31 December 2028 in the line with
impairment review testing and the strategic
planning process. The Directors consider
this an appropriate period over which to
provide its viability statement based on
management’s reasonable expectations

of the position and performance of the
Company and the dynamics in the markets
in which it operates. Taking into account the
Group’s current position and the potential
impact of the principal risks documented
on pages 54 to 61 of the Annual Report,
the Directors have a reasonable
expectation that the Company will be able
to continue in operation and meet its
liabilities as they fall due over the period
to 31 December 2028.

To allow the Directors to make this
assessment, a business base case has been
built up, initially using a detailed, bottom-up
approach, and then applying what the
Directors consider to be an appropriate
set of assumptions in respect of growth,
margins, working capital flows, capital
expenditure, dividends, refinancing of
borrowing facilities and all other matters
that could have a significant impact on the
financial performance and liquidity of the
Group. The resulting base case provides
the Directors with EBITDA, net debt

and finance charge headroom relative to
current bank covenants.

The Directors’ assessment also included

a review of the financial impact on revenue,
EBITDA, net debt and the adequacy of the
financial headroom, relative to a severe
but plausible combination of principal risks
crystalising that could threaten the viability
of the Company. The Directors also
considered the likely effectiveness of the
potential mitigations that management
reasonably believes would be available

to the Company over this period.

/1

While the review has considered all the principal risks identified by the Group, the following were focused on for enhanced stress testing:

Link to principal risks

Scenarios modelled and uncertainties

Cyber security incident IT, Cyber security and

. . . o L : data management risks
The failure of a key business system following another cyber security incident. The sensitivity analysis g

performed considered the impact of a two-week loss of access to the Group’s main ERP system on the
revenue and EBITA as well as exceptional costs to reinstate the system to the latest cyber security standards.

IT projects failure IT, Cyber security and

. . o . . . . R data management Risks
The failure or ineffective implementation of core systems impacting the Group's ability to deliver its g

strategic goals. The sensitivity analysis performed considered the impact of additional accelerated investment
in IT following the cyber security incident which occurred in January 2023.

Bribery and corruption Compliance risk

The breach of national and international laws and regulations including those related to bribery and corruption,
and competition/anti-trust activities. The sensitivity analysis performed considered impacts on the Group’s
revenue and EBITA as well as a regulatory fine or a penalty.

Trade compliance breach Compliance risk

The failure of sanctions screening programme and non-compliance with export regulations. The sensitivity
analysis performed considered impacts on the Group's revenue and EBITA as well as additional legal costs.

The combined impact of the above four scenarios results is a 10% reduction in Group’s revenue and 43% reduction in Group's EBITA in
2024 before taking mitigating actions. In this worst-case scenario the Group remains within banking covenants.

As part of the ongoing risk management process, principal and emerging risks are identified and reviewed on a regular basis. There are
a number of mitigating actions the Group takes to manage and reduce risk, further details of which can be found in the Risk Management

section on pages 54 to 6.

The Group has significant financial resources including committed and uncommitted banking and debt facilities, as outlined in the going
concern statement. In assessing the Group's viability, the Directors have assumed availability of debt capital markets and that the existing
banking and debt facilities will remain in place or mature as intended.

Whilst this review does not consider all of the possible risks that the Group could face, the Directors consider that the approach adopted,
and the work performed, is reasonable in the circumstances of the inherent uncertainty involved and that it allows the Board to confirm
that they have a reasonable expectation that the Group will be able to continue in operation and meet its liabilities as they fall due over
the period to 31 December 2028.
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Definitions and reconciliations of
non-GAAP measures to GAAP measures

Reference is made to the following non-GAAP measures throughout this document.
These measures are shown because the Directors consider they provide useful
information to shareholders, including additional insight into ongoing trading and year-
on-year comparisons. These non-GAAP measures should be viewed as complementary
to, not replacements for, the comparable GAAP measures. As defined in the Basis of
Preparation section on page 158, these measures are calculated on a continuing basis.

Adjusted operating profit

Adjusted operating profit is stated before specific adjusting items and amortisation of intangible assets. Specific adjusting items are excluded
on the basis that they distort trading performance. The exclusion of amortisation of intangible assets is to allow for consistent comparability
internally and externally between our businesses, regardless of whether they have been grown organically or through acquisition.

Molten

Thermal Metal Electrical Sealsand  Technical Segment Corporate

Ceramics Systems Carbon Bearings ~ Ceramics total costs' Group
2023 £m £m £m £m £m £m £m £m
Operating profit 25.3 4.2 38.7 3.3 40.4 111.9 (20.0) 91.9
Add back specific adjusting items
included in operating profit 8.0 1.3 2.3 74 (8.0 11.0 14.1 25.1
Add back amortisation of intangible assets 1.2 0.2 0.5 0.7 0.7 3.3 - 3.3
Adjusted operating profit 34.5 57 41.5 1.4 33.1 126.2 (5.9) 120.3
Adjusted operating profit margin 8.6% 10.9% 20.6% 7.8% 10.6% 10.8%
|. Corporate costs consist of central head office costs.

Molten

Thermal Metal Electrical Sealsand  Technical Segment Corporate

Ceramics Systems Carbon Bearings ~ Ceramics total costs' Group
2022 £m £m £m £m £m £m £m £m
Operating profit 44.3 7.5 39.1 6.6 39.2 146.7 (5.9) 140.8
Add back specific adjusting items
included in operating profit 2.8 - (0.1) I.6 1.2 5.5 - 5.5
Add back amortisation of intangible assets l.6 0.3 0.7 0.8 1.3 4.7 - 4.7
Adjusted operating profit 48.7 7.8 39.7 19.0 41.7 156.9 (5.9) 151.0
Adjusted operating profit margin I1.6% 13.5% 21.0% 12.8% 14.1% 13.6%

I. Corporate costs consist of central head office costs.

Organic growth

/3

Organic growth is the growth of the business excluding the impacts of acquisitions and divestments, and foreign currency impacts.
This measure is used as it allows revenue and adjusted operating profit to be compared on a like-for-like basis.

Commentary on the underlying business performance is included as part of the Review of operations on pages 62 to 63.

Year-on-year movements in segment revenue

Molten
Thermal Metal Electrical Sealsand  Technical Segment
Ceramics Systems Carbon Bearings ~ Ceramics total
£m £m £m £m £m £m
2022 revenue 421.4 57.8 188.7 148.5 2957  Lll2.1
Impact of foreign currency movements (16.3) (1.0) (5.1) (0.9) (1.5) (24.8)
Impact of acquisitions, disposals and business exits - - - - - -
Organic constant-currency change 2.9) (4.6) 17.8 (1.8) 18.9 27.4
Organic constant-currency change % (0.7)% (8.1Y% 9.7% (1.2)% 6.4% 2.5%
2023 revenue 402.2 52.2 201.4 145.8 313.1 1,114.7
Year-on-year movements in segment and Group adjusted operating profit
Molten
Thermal Metal Electrical ~ Sealsand  Technical Segment Corporate
Ceramics Systems Carbon Bearings ~ Ceramics total costs' Group
£m £m £m £m £m £m £m £m
2022 adjusted operating profit 48.7 7.8 39.7 19.0 41.7 156.9 (5.9) 151.0
Impact of foreign currency movements “4.7) 0.3) (1.7) 0.2) 0.1 (6.8) - (6.8)
Impact of acquisitions, disposals and
business exits - - - - - = - -
Organic constant-currency change 9.5 (1.8) 3.5 (7.4) 8.7) (23.9) - (23.9)
Organic constant-currency change % (21.6)%  (24.0)% 9.2% (394)% (20.8)% (15.9)%
2023 adjusted operating profit 34.5 5.7 41.5 11.4 33.1 126.2 (5.9 120.3
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Definitions and reconciliations of non-GAAP measures to GAAP measures continued

Group EBITDA"

Group EBITDA" is defined as operating profit before specific
adjusting items, depreciation and amortisation of intangible assets.
The Group uses this measure as it is a key metric in covenants over
debt facilities, these covenants use EBITDA" on a pre-IFRS 16 basis
i.e. excluding capital and interest payments on leases which have
been capitalised following the adoption of IFRS 6. This is used

as a proxy for the charge that would have been attributable to
operating leases under the now defunct IAS 7.

A reconciliation of operating profit to Group EBITDA' is as follows:

Net cash and cash equivalents

Net cash and cash equivalents is defined as cash and cash
equivalents less bank overdrafts. The Group discloses this measure
as it provides an indication of the net short-term liquidity available
to the Group.

2023 2022

£m £m

Cash and cash equivalents 124.5 177
Bank overdrafts (0.6) (1.5)
Net cash and cash equivalents 123.9 [16.2

Net debt

Net debt is defined as borrowings, bank overdrafts and lease
liabilities, less cash and cash equivalents. The Group discloses

net debt because it helps readers of the consolidated financial
statements assess its ability to meet its financial obligations, manage
debt and its capacity to invest in growth opportunities. The Group
also discloses this metric excluding lease liabilities as this is the
measure used in the covenants over the Group’s debt facilities.

Return on invested capital

The Group discloses return on invested capital (ROIC) to assess its
efficiency in generating profits from the capital it has invested in its
operations. The ROIC calculation has been simplified this year so
that it can be calculated from published information. Prior period
comparatives have been restated to follow the same methodology.
ROIC is now defined as 12-month adjusted operating profit
(operating profit excluding specific adjusting items and amortisation
of intangible assets) divided by the average adjusted net assets
(excludes long-term employee benefits, deferred tax assets and
liabilities, current tax payable, provisions, cash and cash equivalents,
borrowings, bank overdrafts and lease liabilities). Third-party
working capital includes inventories, trade and other receivables,
and trade and other payables.
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Adjusted earnings per share

Adjusted earnings per share is defined as operating profit adjusted
to exclude specific adjusting items and amortisation of intangible
assets less net financing costs, income tax expense and non-
controlling interests, divided by the weighted average number of
Ordinary shares during the period. This measure of earnings is
shown because the Directors consider that it provides a helpful
indication of the Group’s financial performance excluding material
non-recurring expenses or gains and non-financial asset
impairments and impairment reversals, and therefore facilitates
the evaluation of the Group’s performance over time.

Whilst amortisation of intangible assets is a recurring charge

it is excluded from these measures on the basis that it primarily
arises on externally acquired intangible assets and therefore
does not reflect consistently the benefit that all of the Group's
businesses realise from their intangible assets, which may not
be recognised separately.

A reconciliation from IFRS profit to the profit used to calculate
adjusted earnings per share" is included in note 10 to the
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2023 2022
£m £m

Operating profit 91.9 140.8
Add back: specific adjusting items included
in operating profit 25.1 5.5
Add back: depreciation — property, plant
and equipment 31.9 303
Add back: depreciation — right-of-use assets 7.6 7.8
Add back: amortisation of intangible assets 3.3 4.7
Group EBITDA" 159.8 189.1
Group EBITDA" excluding
IFRS 16 Leases impact 148.5 1777

Free cash flow before acquisitions,
disposals and dividends

Free cash flow before acquisitions, disposals and dividends is
defined as cash generated from continuing operations less net
capital expenditure, net interest (interest paid on borrowings,
overdrafts and lease liabilities, net of interest received), tax paid
and lease payments.

The Group discloses free cash flow as this provides readers of
the consolidated financial statements with a measure of the
cash flows from the business before corporate-level cash flows
(acquisitions, disposals and dividends).

A reconciliation of cash generated from continuing operations
to free cash flow before acquisitions, disposals and dividends is
as follows:

2023 2022
£m £m

Cash generated from
continuing operations 126.3 59.1
Net capital expenditure (58.5) (57.4)
Net interest on cash and borrowings (11.6) (54)
Tax paid (30.3) (31.8)
Lease payments and interests (11.3) (11.4)

consolidated financial statements on page 168.

Constant-currency revenue and adjusted
operating profit

Constant-currency revenue and adjusted operating profit are

Free cash flow before acquisitions,
disposals and dividends 14.6 (46.9)

2023 2022
£m £m

Cash and cash equivalents 124.5 177
Non-current borrowings (309.1) (230.1)
Non-current lease liabilities (36.6) (41.4)
Current borrowings and bank overdrafts (0.6) (36.1)
Current lease liabilities (10.5) (10.5)
Closing net debt (232.3) (200.4)
Closing net debt excluding

lease liabilities (185.2) (148.5)

2023 2022

£m £m

Operating profit 91.9 140.8
Add back: specific adjusting items 25.1 55
Add back: amortisation of intangible assets 3.3 4.7
Group adjusted operating profit 120.3 I51.0
Third-party working capital 174.7 181.7
Property, plant and equipment 293.8 283.2
Right-of-use-assets 31.6 33.6
Goodwill 177.5 181.9
Other intangible assets 4.7 7.1
Capital employed 682.3 687.5
Average capital employed 684.9 637.8
ROIC 17.6% 23.7%

Under the previous methodology (which used 12-month adjusted
operating profit and |2-month average adjusted net assets),
ROIC as at 31 December 2023 was 16.9% (2022: 23.0%).

derived by translating the prior year results at current year average
exchange rates. These measures are used as they allow revenue
to be compared excluding the impact of foreign exchange rates.

Pages 184 to 186 provides further information on the principal
foreign currency exchange rates used in the translation of the
Group’s results to constant-currency at average exchange rates.

This Strategic Report, as set out on pages 2 to 75, has been
approved by the Board.

On behalf of the Board

Winifred Chime
COMPANY SECRETARY

['1 March 2024
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Governance

“The guiding principle of
the Board is to do the
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Chair’s letter to shareholders

Dear shareholder

On behalf of the Board,

| am pleased to introduce our
Governance Report for the

year ended 3| December 2023.
This report sets out our approach
to effective corporate governance,
outlines key areas of focus of the
Board and the activities undertaken
during the year as we continue

to drive long-term value creation
for all our stakeholders.

Board’s focus during the year

It has been another busy year for the Board
and a summary of our key activities is set
out on page 81. In addition to overseeing
the work to contain the impact of the
cyber security incident in January 2023

and recover the systems, with meetings
regularly held throughout this period, the
Board also oversaw a significant capital
investment programme to add growth
capacity for our faster growing and core
segments. Volumes have been resilient
throughout the year. It would be easy to
assume that this resilience was just inherent
within the business, but that is not the

case. It comes from good governance,
clear accountabilities and reporting lines,
careful planning and relentless execution.

| would like to thank the team on behalf
of the Board for their resilience and the
considerable efforts and dedication they
demonstrated throughout this period.

We introduced a two-day strategy

session this year. The session provided

the Board with an opportunity to review
progress made on longer-term strategic
plans, consider Morgan Group’s global
footprint and discuss options for growth.
We also invited members of the Executive
Committee and the finance directors of the
global business units (GBUs) to the session.

Board composition

The Board invited me to take on the role
of Chair from Douglas Caster following
his decision to stand down, having served
nine years on the Board. Since joining the
Board in February 2023 and as part of my
induction, | have spent time meeting my
new colleagues and major shareholders to
build a full understanding of the challenges
we face as well as the many opportunities
we have to grow. Further information on
the Chair selection process and induction
can be found on page 89 of the 2022
Annual Report.

During 2023, the Nomination Committee
commenced the search for three new
non-Executive Directors to replace
existing Directors nearing the end of
their nine-year tenure, as part of a phased
succession programme. Two Directors
will be recruited in 2024 with a third
Director recruited in 2025. Further
information on the process can be found

on pages 102 and 103.

Board evaluation

We carried out an internal review of
our performance this year, following

the externally facilitated review in 2021,
Both reviews were facilitated by Clare
Chalmers Limited. I'm pleased to confirm
that the Board concluded that it, its
Committees and the individual Directors
had continued to operate effectively

and fully discharged their responsibilities
during 2023. The results of this review
are set out on page 88.

Stakeholder engagement

Our stakeholder relationships are also

vital in building resilience and safeguarding
value, and the Board will continue to
focus on these relationships. Our strong
relationships with our colleagues and our
customers helped to contain the impact of
the cyber security incident and the move
towards recovery.
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But in addition to fostering good
stakeholder relationships, resilience
also comes from good business-as-usual
governance safeguards. During the year,
the Board continued to prioritise health
and safety, risk and ethics.

The non-Executive Directors participated
directly in employee listening sessions and
carried out a full programme of activities
during the year. The insights from these
sessions add an important perspective

to Board discussions and decisions.

This ensures employee voices are heard
and considered as the Board makes
decisions that influence the future of
Morgan Advanced Materials. Further
detail on the listening sessions are included

on pages 86 to 87.
Focus for 2024

Given the Board changes detailed above,
one of the key priorities for the Board

in 2024 will be ensuring that the new
non-Executive Directors are successfully
onboarded and there is a smooth transition
with the outgoing Directors.

The Board will also continue to oversee

the delivery of Morgan Advanced Materials’

strategy and in particular the delivery of the
capital investment programme, organisation
changes and strategic priorities identified for
each of the key Group functions and GBUs

during the strategy session.

lan Marchant
NON-EXECUTIVE CHAIR
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Board of Directors

I. lan Marchant

Non-executive Chair

Appointed: Chair Designate and non-Executive
Director in February 2023. Non-executive Chair
and Nomination Committee Chair in June 2023.

Skills and contribution:

lan is a highly strategic and successful leader
with more than 35 years of wide-ranging
experience at major businesses, bringing

a strong track record of value creation

and listed board experience. He brings
significant expertise in governance, finance,
regulation, renewable energy and climate
change mitigation to our Board.

Career and experience:

lan served as Chief Executive of SSE plc from
October 2002 to June 2013; prior to this he
was the Finance Director of SSE and Southern
Electric plc. He is a seasoned non-Executive
Director and chair, having served as Chair of
Thames Water Ultilities Ltd and John Wood
Group plc and on the Board of Aggreko plc.

External appointments:
Chair of Logan Energy Ltd and non-
Executive Director of Fred Olsen UK Ltd.

Committees

O®

2. Pete Raby
Chief Executive Officer

Appointed: August 2015.

Skills and contribution:

Pete has a strong technical background and
extensive experience in planning and executing
business strategy across global technology and
manufacturing operations. As CEO, he leads
the Executive Committee and is responsible
for our overall performance. The Group’s
Environment, Health, Safety and Sustainability
(EHSS) team also reports directly to Pete,
enabling him to keep the Board apprised

on the establishment of goals, management
of risks and opportunities, reporting and
related governance procedures in that area.

Career and experience:

Pete joined Morgan Advanced Materials

in August 2015 as Chief Executive Officer.
Before joining Morgan, Pete was President
of the Communications and Connectivity
sector of Cobham plc. Pete demonstrated
strong leadership across a range of senior
strategy, technology and operational positions
at Cobham over a nine-year period. Prior
to Cobham, Pete was a partner at McKinsey
& Company in London, specialising in
strategy and operations in the aerospace,
defence and power and gas sectors.

External appointments:
Non-Executive Director, Hill & Smith plc.

3. Richard Armitage
Chief Financial Officer

Appointed: May 2022.

Skills and contribution:

Richard has broad experience including
financial management, investor relations,
capital markets, M&A, and commercial
management, gained through roles in

a number of listed and privately owned
chemicals and consumer goods companies.

Career and experience:

Richard joined Morgan Advanced Materials in
May 2022 as Chief Financial Officer. Before this,
Richard was Chief Financial Officer at Victrex
Group plc between 2018 and 2022. During
this time, he was responsible for Finance, IT,
Legal and Corporate Development, as well

as the development of the Group's Chinese
businesses. Prior to Victrex, Richard was CFO
at Samworth Brothers from 2014 to 2018 and
CFO of McBride plc from 2009 to 2014.

External appointments:

Senior Independent Director, Chair of the
Audit Committee and interim Chair of the
Remuneration Committee at NWF Group plc.

4. Jane Aikman

Independent non-Executive Director

Appointed: Non-Executive Director and
Audit Committee Chair in July 2017.

Skills and contribution:

Jane brings to the Board significant
financial experience and knowledge of
growing manufacturing, technology and
marketing businesses gained in a variety
of senior executive positions. Jane brings
a valuable perspective from her current
executive role in the marketing sector.

Career and experience:

Jane has been Chief Financial Officer of Inside
Ideas Group Limited since July 2020. Prior to
this, Jane held Chief Financial Officer positions
in Argiva Group Limited, KCOM Group plc
and Phoenix IT Group plc, where she was
also Chief Operating Officer. She has

also held Chief Financial Officer positions

at Infinis plc, Wilson Bowden plc and Pressac
plc. Jane was a non-Executive Director of
Halma plc from 2007 and chaired its Audit
Committee from 2009 until her departure in
July 2016. Jane is a Chartered Accountant.

External appointments:
Group Director and Group Chief Financial
Officer of Inside Ideas Group Limited.

Committees

AJOIQ

5. Helen Bunch

Independent non-Executive Director

Appointed: Non-Executive Director
in February 2016. Remuneration
Committee Chair on January 2019.

Skills and contribution:

Helen has significant experience of driving
business performance, forging long-term
relationships and building businesses in new
markets, with a background encompassing
corporate governance and customer relations.
Helen is a member of the Executive Committee
at Wates Group, a construction sector pioneer in
creating social value, with strong ESG credentials.

Career and experience:

Helen is Executive Managing Director of Wates
Residential, having started with the company

in 2006 and undertaken a variety of roles
including Group Strategy Director, Managing
Director of Wates Retail Limited and Managing
Director of Wates Smartspace Limited.

Prior to Wates, Helen gained knowledge and
experience in global businesses including ICI.

External appointments:
Executive Managing Director
of Wates Residential.

Committees

QIOLR

6. Laurence Mulliez

Senior Independent Director

Appointed: Non-Executive Director
in May 2016. Senior Independent
Director in December 2017.

Skills and contribution:

Laurence has significant experience in growing,
simplifying and unifying complex international and
industrial manufacturing businesses and brings
valuable knowledge of the energy (including
renewables), steel and infrastructure industries,
and insight into some of our key markets.

Career and experience:

Laurence was Chief Executive of independent
power producer Eoxis UK Limited from 2010
to 2013. Prior to this, she spent || years

at BP in a variety of roles including Chief
Executive of Castrol Industrial Lubricants

and Services. Laurence also held senior
positions in Amoco Chemical Inc, M&M

Mars Inc. and Banque Nationale de Paris.

External appointments:

Chair of Voltalia S.A. and Globeleq Ltd.
Member of the supervisory board and Chair of
the Audit Committee of Siemens Energy AG.

Committees

BHO®
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7. Clement Woon

Independent non-Executive Director
Appointed: May 2019.

Skills and contribution:

Clement has broad managerial experience in
globally operating technology and consumer-
related industries. He has a strong track record
of renewing traditional industries and revitalising
growth through strategic interventions,

and in-depth experience and knowledge

of markets within the Asia Pacific region.

Career and experience:

From August 2016 to March 2020, Clement was
Group CEO of Saurer Intelligent Technology
Co. Ltd, a €I billion textile machinery and
components business listed on the Shanghai
Stock Exchange. Clement continued to serve
on the board of Saurer as non-Executive
Director until August 2021. Prior to this,
Clement was Advisor and Co-CEO of Jinsheng
Industry Co Ltd, an industrial company in
China with diverse interests including biotech,
automotive and textiles. Previously Clement
held various senior positions including

Division CEO of Leica Geosystems AG,
President and CEO of SATS Ltd, and CEO
Textile Division of OC Oerlikon AG.

External appointments:
Non-Executive Director of Elementis plc.

Committees
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Committees

@ Committee Chair
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Governance at a glance

Board composition

Board balance of roles Gender Ethnic origin Non-executive Director
tenure
@ Chair (independent ©® Female @ White British 5 @03 years |
on appointment) 1 @ Male 4 @ \White European 1 @ 46 years 2
. Executive Directors 2 @ Southeast Asian | @® years 2
' Senior Independent
Director |
() Independent
non-executive Directors 3
Desired/required skills, experience, attributes
lan  Laurence Helen Jane  Clement Pete Richard
Leadership and business operations (] { (] { { (] (]
Strategy development [ ) [ ) [ [ ) () () ()
Commercial ( { { { (] (] (]
Accounting and finance [ ) [ [ ) [ )
Audit, risk management and assurance { (] { ( { (] (]
Remuneration/people (] { ( (] (] (]
Corporate governance ([ ] ([ ] ([ ] ([ ] [ [ [
Engineering and industrial sector ® ® ® ® ® ®
Technology/innovation/R&D ® ® [ ) [ )
International business [ [ ) [ ) [ ) [ ) [
M&A/portfolio management { { { ( (] ( °
Safety/environmental/sustainability [ [ ) [ ) () ()
Significant change/large transformation [ ) [ ) [ () ()
Director attendance at meetings of the Board and its Committees
Audit Nomination Remuneration
Director Board* Committee Committee Committee
lan Marchant? 9/9 4/4! 2/2 4/4
Douglas Caster® 4/4 2/2' 1/l 2/2
Pete Raby 9/9 5/5' 2/2! 4/4!
Richard Armitage 9/9 5/5' - -
Jane Aikman 9/9 5/5 2/2 4/4
Helen Bunch® 8/9 5/5 2/2 4/4
Laurence Mulliez 9/9 5/5 2/2 4/4
Clement Woon 9/9 5/5 2/2 4/4

Attended by invitation.

lan Marchant joined the Board on | February 2023.

Douglas Caster resigned from the Board on 29 June 2023.

In addition to the scheduled Board meetings mentioned in the table above, the Board also held calls to oversee the response to the cyber security incident.
Helen Bunch was unable to join an additional Board meeting arranged at short notice because of a pre-existing hospital appointment.

Cnl RS QORIDE —
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Key Board activity

Set out in the table below are highlights of the matters the Board considered in 2023.
Not all of the matters the Board considered are listed, therefore this should not be

considered an exhaustive list of activities.

Standing agenda items

Chief Executive Covering topics such as:

Officer’s report > safety and
environmental progress
and performance

> strategy

> business, markets
and customers

> acquisitions and
divestments

> investor relations

> information systems
and technology

> key project and
GBU updates

> people updates

> updates on the cyber
security incident and
the Group’s response.

Link to

strategic Link to Link to
Activity priorities stakeholders principal risks
Strategy
GBU strategy reviews [,2,3 I,.C,SSECo |,2,345,69
IT strategy 2,3 ILEC,S l, 897
M&A strategy 3 1,C,S 1,4,3,9
Group portfolio strategy 3 IL.C,S, E 3
ESG strategy L2 I,CSSEPCo 56
Defence strategy 3 ILE 3
Capital allocation 3 [,C,SECo [,3,5,6,8
Geographical markets
— outlook and implications 3 I, C,S,E 3,4
Operational and commercial
Updates on the cyber security incident,
recovery planning and IT security [,2,3 EC,S,| 8,9 14
Approval of capital expenditure 2,3 CS 1,2,356,9
ERP project update 2,3 ESC 2,3,78,9
‘Voice of the customer’ survey results 1,2 C l,2,7
Financial and risk management
Approval of 2024 Budget I3 I, E,S 4,10, 11
Approval of 2022 annual results
and 2023 interim results and dividends 3 |.E,P 2,39
Brokers updates and
investor feedback 1,3 I 3
Approval of new debt facility 1,2,3 I, E 10
Insurance renewal I ESC 7,9, 13
Treasury update 3 LG SEP 10

Principal risks review

1,23 ILCSEC P

People

2022 "Your Voice' survey results I 1,2
Pension update I E P [
Talent, leadership, capability

and succession update | E |
Governance

AGM | | 14
Modern slavery & supplier engagement I S 14
Board performance evaluation I I,E 14
Monitoring and assessment of culture I E 14
Corporate Governance Code compliance I 1,CSEPCo 14

Chief Financial Covering topics such as:

Officer’s report > Group and GBU
financial performance

> investor engagement
and feedback

> capital allocation

> refinancing

[
o
<
]
S
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> pensions.
Company Covering topics such as:
Secretary’s > governance and
report regulatory matters

> litigation update

> share register analysis.

Non-Executive The non-Executive
Directors Directors meet without
management present.

only session

Key to stakeholders

Key to principal risks

I Investors I Technical leadership
C Customers 2 Operational execution/
S Suppliers organisational change
E Employees 3 Portfolio management
P Pensioners and 4 Macro-economic and
pension trustees political environment
Co Communities 5 Environment, health

Key to strategic
priorities

~No

I Big positive

difference 8
2 Delight the customer
3 Innovate to grow 9

& safety

Climate change
Product quality,
safety and liability
IT, cyber security and
data management
Supply chain/
business continuity
Treasury

Pension funding
Tax

Contract
management
Compliance
Pandemic
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Strategic oversight

by the Board

Setting strategy

The Board reviews and agrees the strategy
for the Group and reviews aspects of
strategy at Board meetings during the year.

How governance contributes
to the delivery of strategy

Details of how opportunities and risks to
the future success of the business have been

considered and addressed can be found in
the Strategic Report on pages 2 to /5.
Details of the sustainability of the
Company’s business model can be found
in the Strategic Report on pages 12 to |3.
> trends, including megatrends and those Details of Morgan’s governance framework
affecting customer behaviour which underpins the delivery of strategy
can be found on page 89. An overview of
Morgan’s strategy can be found in the
> investor sentiment and Strategic Report on pages 18 to 19
shareholder returns and 23 to 25.

The Board considers a wide range of
matters when setting Group strategy
including, but not limited to:

> market overview

> competitor environment

The Board monitors progress against the
strategic execution priorities underpinning
delivery of the Group strategy:

> GBU strategies

> environmental, social and governance
(ESG) and sustainability matters

S > Big positive difference
inance

. . > Delight the customer
> capital allocation

> Innovate to grow.
> people and talent. g

Board strategy review — September 2023

Purpose To review and shape the Group and GBU strategy, evaluating market and
competitor shifts, business competitiveness and manufacturing strategy.
To agree growth opportunities and investments and assess key risks, and to
agree capital allocation and implementation priorities and milestones.

Attendees > The Board
> Executive Committee

> GBU finance Directors for GBU strategy reviews

Discussion > progress against the strategic plan in each GBU and identification of
themes further opportunities

> progress against the 2030 environment and sustainability goals

> update to the IT strategy, motivated by the shift in technology requirements
and need for acceleration of execution

> financial strategy incorporating the balance of capital allocation and the ways
to increase shareholder value

> investor priorities and views surrounding Morgan Advanced Materials
strategy and ambitions

> the role of Morgan Advanced Materials' people, the embedded
organisational culture, skills and capabilities.

Outcomes > approval of capital and resource allocation

> approval of the strategic priorities for each GBU and the Group, and
agreement on the optimal growth. Approval of the strategic priorities
for key Group functions

> setting an ongoing programme of strategic questions and topics for
consideration throughout 2024

> identification of key actions and milestones for subsequent Board review.

Big positive
difference

2.

Delight the
customer

3.

Innovate
to grow

Progressing 2030 goals

Protect the environment

> 50% reduction in scope |
and scope 2 CO,e emissions'

> 30% reduction in water
use in high and extremely
high-stress areas

What did the Board consider and approve?
Monitored progress against 2030 goals, ensuring clear and
continued linkage to sustainable outcomes.

> Reports from the EHSS Director on the progress towards
‘zero harm’, training being deployed to all employees focusing
on our safety culture, investment in safety improvements and
progress against our commitments to reduce waste, manage
our water consumption, and reduce our emissions.

What were the material

stakeholder considerations?
> Full stakeholder benefit.

The ability of the Group’s 2030 goals
to deliver value for shareholders,
stakeholders and society by driving
towards net zero at pace, and in a
socially just way.

> 30% reduction in total
water usage.

Embedded in culture.

Employees and GBUs continue to
embrace the long-term vision and
make progress against our 2030 goals.

Succession plans for the Executive Committee members
and senior management.
Provide a safe, fair and

. X The results of the 2022 employee engagement survey,
inclusive workplace

“Your Voice'.
Clear tracking of progress.
Shareholders engaged on the Group’s
2030 goals, citing the importance of
quantifiable criteria and meaningful
linkage including when considering
remuneration metrics.

> 0.10 lost-time accident rate

> 40% of our leadership
population will be female

Updates on workforce planning, focusing on critical talent
and targeted programmes for diversity, pipelines, training
and development.

> Top-quartile engagement score.

What were the material
stakeholder considerations?
> Addressing customer needs.

The outputs and performance levels

What did the Board consider and approve?
Opportunities to better align our product and service
offerings to meet the needs of our customers.

Investment in product
and service offerings
Shape our product and service
offerings further based on customer > A report on the ‘voice of the customer’ survey carried out
needs, with the overall objective across all of the GBUs to understand customer views from to deliver on stated customer
of making our business across the Group and inform the Delight the Customer priorities, including customer service,
more customer-centric. strategies. The report identified the key strengths and areas maintaining focus on safety, quality,
for improvement from the customer perspective and allowed delivery, inventory and productivity.
the GBUs to identify key priorities.

Capital investments to tailor our product, service and support
offerings more closely to customer needs, based on customer
feedback gathered during 2023 which enabled us to understand
our customer segments in more detail.

The more we understand our customers, their businesses,
markets and technical challenges, the more effective we can
be at providing them with a solution

Sustainable solutions to
support the energy transition
Develop a diversified portfolio of
sustainable solutions including:

> Aerospace: Leading material for
high efficiency engines

> Clean energy: Increasing lifetime
and performance of solar, wind
and energy storage

> Clean transportation: Superior
materials for longer lifetimes

> Healthcare: Best-in-class materials
and miniaturisation technology

> Semiconductors: Higher
performance materials for the
most demanding process steps

2 Industrial: Higher efficiency
solutions for industrial customers.

What did the Board consider and approve? What were the material
Opportunities to support the growth of the Group’s portfolio stakeholder considerations?
of sustainable solutions and to maintain a sustained pipeline > Strategic proposition.

of development opportunities. To ensure an acceptable investment
case, the opportunities and risks of
each investment are assessed across
a range of criteria, including: fit with
strategy, geographic and market
economics, policy and societal
context, revenue certainty and future
return profile.

> Capital investments in our core markets to provide our
customers with products and solutions that make them
more sustainable.

> Capital investments to increase our exposure to our
three faster growing markets that reflect global trends:
semiconductors, healthcare, clean energy and clean

transportation.
Risk and portfolio diversification.

Diversification across geographies
and technologies creates optionality,
mitigates development risk and
exploits existing in-house capabilities.

CRVATREYNCIS)
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Focusing on culture

Our culture is underpinned by our purpose:
to use advanced materials to make the
world more sustainable, and to improve
the quality of life. We work together to
deliver our strategy and reliably solve
problems in an ethical, safe and sustainable
way. As a business with a global footprint,
we strive to work collaboratively, value
our differences and treat each other fairly
to deliver a positive outcome for our
stakeholders. Our Directors lead by
example and promote the desired culture.

How the Board measures
and assesses culture

The Board is responsible for monitoring
and assessing our culture. The Chair
ensures that the Board is operating
appropriately and sets the Board’s culture
which in turn forms the culture of the
Company. The Chief Executive, supported
by members of the Executive Committee,
is responsible for ensuring the right culture
and behaviours are embedded throughout
the business and its operations and in all
our dealings with our stakeholders.

The Board measures the culture of
the Group using internal and external
metrics which also enable it to identify
further actions to ensure our culture
remains appropriate. The Board
considers the following:

> Safety — an area of paramount
importance to our people, customers
and partners. The CEO updates
the Board on safety progress and
performance in every Board meeting.
The Board receives an update from the
Director of Environment, Health, Safety
and Sustainability at Board meetings
through the year which contains safety
statistics, both leading and lagging
indicators, progress on safety initiatives
and against the plan of work for the year,
and details of serious incidents and root
cause analysis. Safety performance is
also part of presentations to the Board
by the Presidents of the GBUs, proposals
for capital expenditure, key risks and
other ad hoc presentations to the
Board. This enables the Board to
gauge ‘tone at the top’.

> Employee retention — we conduct
an annual employee engagement
survey — “Your Voice'. The survey
was conducted in November 2022
and 2023 to provide feedback to senior
management and the Board on employee
satisfaction. Group-wide and site-specific
actions are identified and implemented to
address the issues raised. This provides
the Board with rich insight into culture,
areas of strong performance and areas
of improvement across the Group.

@ Further information on the actions taken
as a result of the 2022 ‘Your Voice’ survey
during 2023 can be found on page 85

> Whistleblowing — We have an
independent ‘Speak Up’ service through
EQS to enable employees, customers,
suppliers and other third parties to
report any concerns or wrongdoing
anonymously without any fear of
retaliation. The whistleblowing service
and related internal procedures are
structured to ensure that all reports are
reviewed and investigated independently
from the area of the business to which
they relate. All reports are copied to
and reviewed by the global ethics and
compliance function. This helps to
ensure transparency and enables any
trends to be identified and addressed.
Comprehensive information on
the whistleblowing reports made is
provided to the Audit Committee at
each meeting and to the Ethics and
Compliance Steering Committee, which
comprises the members of the Executive
Committee, Ethics and Compliance
Director, Head of Internal Audit and
Group Company Secretary. The updates
to the Audit Committee include details
of incident reports received in the period
between meetings as well as details of
ongoing investigations. The summary
of reports to the ‘Speak Up’ hotline
presented to the Audit Committee
provided an insight into the frequency
and type of issues being raised by
employees and whether safety or
ethics was a particular concern.

> Workforce engagement —
the non-Executive Directors heard
first-hand from employees during the
employee listening sessions held during
2023. The non-Executive Directors
asked open questions and listened to the
feedback from employees. Coupled with
the Board site visits and presentations to
the Board by those below the Executive
Committee, this helps the Board to
gauge the culture of the organisation.

@ Further information on workforce
engagement can be found on

pages 86 to 87

> Alignment of remuneration and
culture — the Remuneration committee
sets remuneration for the Executive
Directors and Executive Committee
members, and oversees remuneration
for senior leaders and the wider
organisation, with incentives designed to
support delivery of the strategy and the
establishment of the appropriate culture.
The Board, through some listening
sessions, discusses Executive Director
remuneration with employees as a
further input to the impact on culture.

@ Further information on the remuneration
policy can be on pages 108 to |16

85

Your Voice

Culture in action

“Your Voice’ survey

Our annual employee engagement survey, "Your Voice', provides employees with the opportunity to give feedback on what is working
well and what we could be doing differently to make Morgan Advanced Materials a great place to work. The results of the survey provide
feedback that can be acted upon by management to improve the experience of working at Morgan Advanced Materials and provide the
Board with a Group-wide snapshot of how employees rate our culture and employee engagement.

During 2023, we worked to improve engagement based on the “Your Voice’ survey conducted at the end of 2022. Survey results
were presented to the Board at its February 2023 meeting and key Group-wide actions for improvement were discussed.

Next steps and action plans were established. Initiatives taken in response to the survey, details of which can be found below,
were communicated to colleagues throughout the year.

“Your Voice’ showed that employees recognise the priority that we give to health and safety, that our strategy and purpose were clear
and that we work hard to exceed the expectations of our customers with innovative products and solutions. The majority of employees
felt that they have a good work-life balance.

Our people said What we did

> We developed a modern, appealing and inclusive employer brand that features
real employees.

Recruitment

We need to do more to
attract people to Morgan
Advanced Materials.

> We carried out a comprehensive review of why people are leaving Morgan
Advanced Materials and improved our hiring processes, so people have a better
understanding of us and our expectations before they join.

Retention

We need to do more to retain

peopis i CElver eur siEiEsy, > We expanded our employee resource groups, publicised their activities, opened

further chapters and offered more events (that our people can be involved with).

> We introduced childcare concierge services in the US (through WeeCare) and
Germany (through PME Familienservice).

> In 2024 we will be launching a refreshed performance management system that
stresses the importance of coaching and development.

Performance
management

Our performance management
system is too complicated.

> We are rolling out a Morgan Advanced Materials discount scheme, country by

Reward and recognition ,
country. We already have four countries on board.

Get reward and recognition

. > We will be introducing a real-time recognition programme as part of our refreshed
right everywhere.

performance management system.

> We awarded all employees an additional day of vacation as a ‘thank you' for
their support during the cyber security incident.
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Listening to employees

The Board is at the forefront of the journey
to Morgan Advanced Materials making

a ‘big positive difference’ and is keen to
understand the views of all employees

and the impact its decisions have on them.
For this reason, the Board took the decision
that all non-Executive Directors should
have the opportunity to engage with the
workforce, rather than limit this important
role to a designated non-Executive
Director. Furthermore, given the global
nature of the business, having all of the
non-Executive Directors participate
increases the Board's reach.

The non-Executive Directors participated
directly in employee engagement initiatives
and carried out a full programme of
activities during the year (see page 87

for further details).

The insights from these engagements

add an important perspective to Board
discussions and decisions. This ensures
employee voices are heard and considered
as the Board makes decisions that influence
the future of Morgan Advanced Materials.

The outputs from the discussions are fed
back to the leadership team for further
discussion with the Chief Executive Officer
and Group HR Director and reported
back to the next Board meeting, to create
a greater awareness of the views of
employees among the whole Board.
Follow-up discussions were held with site
managers/function leads to convey key
themes, foster a positive culture and,
where there were specific matters raised,
to ensure those matters were considered
and appropriately addressed.

While each event varies in structure,
generally the non-Executive Directors
have a tour or receive an overview of the
site followed by an informal session with
the site teams without managers present.
No specific topics for discussion are
provided in advance, though site teams are
advised that the Directors would like to
hear from them about their experience of
working at the Group, whether they have
any challenges, concerns or ideas for
improvement, and the things that they
consider we do well. Coupled with
meetings with employees in their place of
work during Board visits to Group facilities
and during other events, the Board is
satisfied that this provides a range of
effective methods with which to engage
with employees, despite not being one

of the methods set out in the Code.

The Board will continue to keep the
effectiveness of this method under review.

Actions taken in response to feedback received from employee listening sessions

Positive feedback

Improvement areas

Actions taken

Safety

The feedback was that workforce safety is a key
priority and a particular focus for our leaders.
Employees are focused on improving safety.
Investments were being made to improve
safety, as required.

Feedback was positive on the Group'’s handling
of COVID-19 pandemic. Although there

were still sporadic flares of Covid infections in
certain regions, a flexible policy is in place and
management and employees are responding
proactively to emerging situations.

While colleagues welcomed the focus on safety,
it was considered by some that there had been
too many initiatives.

Some colleagues considered that newer
employees, employed post COVID-19,
were less sensitive to the risks.

Fewer projects were rolled out during

the year, with the focus on simplifying and
embedding the initiatives in place, including
the induction of new joiners.

The Chief Executive reinstated reviews of each
lost time accidents (LTAs) with site leaders
who experienced serious LTAs or near misses.

Reward and recognition

Colleagues welcomed receiving information
on the role of the Remuneration Committee
in setting executive pay, the procedure for
determining executive remuneration and how
executive remuneration aligns with wider
Company pay policy.

Adjustments made by Group to pay/pay
structures were well received, recognising that
this helped to attract talent.

Receiving information on the process used to
review blue- and white-collar pay rates was
also welcomed.

Performance management was seen by some
colleagues as a pay process rather than for
recognition/development. There was more
focus on filling in the performance management
system than the conversation on performance.

The need to regularly review the pay
benchmarking data, particularly in regions
affected by high inflation, was recognised.

The performance management system for the
2024 reviews will be simplified to encourage
more focus on the conversation.

Pay data continues to be regularly reviewed
and adjusted, as necessary.

Cyber security incident

Colleagues were very positive about the
communication throughout the incident.
They welcomed the focus on health and
wellbeing of employees. They considered that
colleagues were going above and beyond and
pulling together.

Lessons learnt should be developed to capture
and share knowledge about what has worked
well and what could have been done differently
during the incident.

Lessons learnt exercises were carried out
during the year. The recommendations from
these exercises are being implemented.

Employees were given an extra day of leave to
thank them for their efforts.

87/

Engagement with employees and other stakeholders

Non-Executive Directors and
employee listening activities

2023

Engagement with other stakeholders

Engagement session with Senior
Independent Director and colleagues
on Ignite and Catalyst Leadership
Development Programmes on
executive pay

Virtual listening session with the
Environment, Health, Safety and
Sustainability team

oD
M M

Quarterly
leadership calls
held for the top

~100 leaders with
the Chief Executive
and members of the
executive team

Virtual listening session with
Electrical Carbon colleagues in
Fostoria, Ohio, US

The Chair visited several UK
(Bromborough, Rugby, Stourport,
Swansea) sites, providing direct
access to operations and ensuring
front-line employees could share
their experiences with him.

Chair attended and spoke at
European Employee Forum event
in Stourport, UK

Board site visit, presentation from
the Centre of Excellence, lunch with
the management team and employee
listening session with Technical
Ceramics colleagues in Stourport, UK

Virtual listening session with
Technical Ceramics colleagues
in Erlangen, Germany

The Board met with the independent trustee of
the UK pension scheme at its meeting in February.

Following publication of the FY22 results, one-to-one
meetings were held with institutional investors and potential
investors. The Board reviewed the feedback from investors
and potential investors to gauge investor sentiment and
establish whether their expectations have been met.
Meetings were held with banks to present FY22 results.
The Chair met with major investors following his
appointment to the Board in order to understand their

views on governance and performance against the strategy.
He provided feedback on those meetings to the Board.

The 2023 Annual General Meeting was held in London.
Shareholders put questions to the Board in person.
Shareholders not attending were able to submit their
questions ahead of the meeting. The Board encouraged
shareholders to appoint the Chair of the AGM as their proxy
and provide voting instructions in advance of the meeting

in accordance with the instructions set out in the Notice

of AGM. At the meeting, all resolutions were passed,

with more than 96% of the votes cast in favour.

Investors roadshows were held in the UK and in the USA.

Investors and bankers visited the Technical Ceramics
site in Rugby, UK.

Following publication of the HY23 results, meetings were
held with institutional shareholders and potential investors.
The Board reviewed the feedback from investors to gauge
investor sentiment and establish whether their expectations
have been met.

Meetings were held with banks to present HY23 results.
The Chair met with major investors following his appointment
to the Board in order to understand their views on

governance and performance against the strategy.
He provided feedback on those meetings to the Board.

Following publication of the Q3 trading update,
meetings were held with institutional shareholders
and potential investors.

oSNg
M s

Ad hoc meetings
were held with
brokers and
institutional investors
throughout the year,
including attendance
at investment
conferences.
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Assessing Board performance

An internal review of the Board'’s
performance was undertaken in 2023,
following the externally facilitated review

in 2021. These reviews were facilitated

by Clare Chalmers Limited, which has no
other relationship with the Company or the
individual Directors and is independent. An
external review will be carried out in 2024.

The evaluation of the Board and its
Committees was undertaken via the
completion of tailored questionnaires
prepared by Clare Chalmers Limited,

in consultation with the Chair and Group
Company Secretary and taking into account
the recommendations from the 2022
Board performance review. The views of
Directors were consolidated into formal
reports which were discussed by the
Chair with individual Directors and then
in a plenary session by the Board and the
relevant Committees. A questionnaire
was also sent to the Group Company
Secretary to obtain her perspectives

on the effectiveness of the Board and its
Committees. The Chair held one-to-one
meetings with individual Directors to
evaluate their performance. Led by

the Senior Independent Director,

the non-Executive Directors met
without the Chair present to appraise
the Chair’s performance.

Recommendations from the 2022
Board performance review

The Board concluded that it, its
Committees and the individual Directors
had continued to operate effectively

and fully discharged their responsibilities
during 2023.

Highlighted strengths

> The engagement, commitment and
visibility of the new Chair was noted.
He had brought a clear drive and focus on
the purpose and output from discussions.

> Input of management to the Board,
noting management were open, balanced
and transparent, responded well to
feedback and that the different roles of
the Board and Management were clear,
with the line between them respected.

> The strategic discussions, process and
outputs were enhanced in the year,
with more time allocated. The Board
Strategy Review (see page 82), with
the whole management team present,
had worked well.

> The Committees all received high scores
across all questions. The feedback on
the Nomination and Remuneration
Committees noted the need to ensure
they have appropriate coverage at the
Senior Management level of individual
succession plans, performance objectives
and remuneration.

Actions taken during 2023

Recommended areas for
development and actions
going forward

> Further discussions of risk and risk
appetite would take place in 2024, in
light of the worsening macro-economic
environment, the advancement of
technology and increasing regulation.

> The quality of HR data available to the

Board would continue to be developed.

> While the employee listening sessions
continued to be considered to be really
valuable, individual NEDs would visit
more of the sites for themselves,
where possible.

> More information would be provided
to the Board on the various activities
underpinning the Delight the customer
execution priority and on Morgan
Advanced Materials’ social and
community impact.

More in-person meetings and
Board dinners to be held

Six in-person Board meetings were held in 2023 including a two-day strategy review.
Three Board dinners (including a Strategy Review dinner with senior leadership) and one

non-Executive Directors’ dinner were held in 2023.

Further discussions around risk and
risk appetite to be held around risks
not fully captured or recognised in
the risk register

The principal and emerging risks were reviewed in December 2023, at which the Board members
were able to discuss risks and concerns not fully captured or recognised on the risk register.

The Group risks were also reviewed at the meeting in July 2023. The changes proposed to the
risk management function will further enhance the discussion of risks.

Non-Executive Directors’ engagement
with shareholders

Feedback was provided to the Board by the executive Directors following investor meetings and
results roadshows. The brokers presented to the Board in June and September 2023, providing

insights on investor matters.

More understanding of the
perspectives of the customers
and suppliers

The results of the ‘voice of the customer’ survey were presented to the Board in February
2023. Insights into the views of suppliers were given as in the Chief Executive Officer’s Report,

where relevant.

More structure around one-to-one
individual feedback to Directors

lan Marchant met with each of the Directors throughout the year.

UK Corporate Governance Code

2018 compliance statement

89

The Corporate Governance Report, which includes the principal Committee Reports

and Directors’ Report, explains how the Board has applied the principles and complied
with the provisions of the UK Corporate Governance Code 2018 (‘the Code’), which is

available at www.frc.org.uk.

The Board has applied the principles and complied with the provisions of the Code throughout the year ended 31 December 2023.

Application of Code principles

The table below sets out how the Board has applied the Code principles during 2023.

Board leadership and company purpose

A. The role of
the Board

The Board is responsible for Morgan Advanced Materials’ system of corporate governance. As such, Directors
are committed to developing and maintaining high standards of governance that reflect evolving good practice.

The Board provides strategic and entrepreneurial leadership within a framework of strong governance, effective
controls and an open and transparent culture. This enables opportunities and risks to be assessed and managed
appropriately. The Board also sets our strategic aims and risk appetite, makes sure that we have the financial and
human resources in place to meet our objectives, and monitors our compliance and performance against targets.
Lastly, the Board ensures that we engage effectively with all our stakeholders and consider their views in setting our
strategic priorities. The Section 172 statement detailing how the Board has engaged with the Group’s stakeholders
and approached decisions made during the year can be found in the Strategic Report on pages 30 to 32.

Audit Committee

Helps the Board to monitor
decisions and processes designed
to ensure the integrity of financial
reporting, the independence

and effectiveness of the external
auditor, and robust systems

of internal control and

risk management.

@ See page 93

Governance framework

Board

Nomination Committee

Helps the Board determine

its composition, and that of its
Committees. They are regularly
reviewed and refreshed, so they
are able to operate effectively and
have the right mixture of skills,
experience and background.

@ See page 100

Remuneration Committee

Helps the Board ensure that
remuneration policy and practices
reward employees and executives
fairly and responsibly, with

a clear link to corporate and
individual performance.

@ See page 104

Executive Committee

> Drives Group and global
business unit strategic
implementation

> Delivers operational, financial
and non-financial performance

> Reviews health, safety and
environmental performance,
drives improvement and
embeds the safety culture

> Approves Group policies and
reviews their implementation
and effectiveness

> Leads on assessment
and control of risk

> Oversees prioritisation and
allocation of resources

Disclosure Committee

> Assists and informs the Board
concerning the identification
of inside information

> Recommends how and when
the Company should disclose
such information

> Ensures any such information
is managed and disclosed
in accordance with all
applicable legal and
regulatory requirements

General Purpose Committee

> Approves opening of/changes
to bank accounts

> Approves arrangements
with financial institutions

> Approves guarantees and
indemnities

> Approves substantive
intra-Group loans

> Approves intra-Group dividends
and capital restructuring

> Approves awards under the
Company’s share schemes
(after Remuneration Committee
approval) and any Employee
Benefit Trust-related loans
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Board leadership and company purpose continued

A. The role of the
Board continued

There is a formal schedule of matters reserved for the Board that sets out the structure under which the Board
manages its responsibilities, providing guidance on how it discharges its authority and manages the Board's activities.
The schedule of matters reserved is reviewed and approved by the Board on an annual basis. Our governance
framework means we have a robust decision-making process and a clear framework within which decisions can be
made and strategy can be delivered. Our delegated authority framework ensures that decisions are taken by the right
people at the right level with accountability up to the Board, and enables an appropriate level of debate, challenge
and support in the decision-making process.

The Board met nine times in 2023. All Directors continue to act in what they consider to be in the best interests of
the Company, consistent with their statutory duties. Further details of 2023 Board meetings, including information
on the Board's assessment of strategic and operational matters, are set out on page 81, attendance information on
page 80, and skills, experience and biographical information on pages 78 to 80.

A description of Morgan Advanced Materials” business model is set out on pages 12 to 13. An assessment of the
principal risks facing the Group is included on pages 54 to 61.

Potential conflicts of interest are reviewed annually and powers of authorisation are exercised in accordance with
the Companies Act and the Company’s Articles of Association. During the year, if any Director has unresolved
concerns about the operation of the Board or the management of the Company, these would be recorded in the
minutes of the meeting.

B. The Company’s
purpose, values
and strategy

Our purpose is to use advanced materials to make the world more sustainable, and to improve the quality of life.

The Board believes that a healthy culture, which drives the right behaviours, protects and generates value, and helps
employees engage with the Morgan Code, will lead to the successful delivery of our strategy. It is responsible for
defining our values and setting clear standards from the top. Our Chair leads the way by ensuring the Board operates
correctly and with a clear culture of its own which can be promoted to our wider operations and dealings with all
stakeholders. Our Chief Executive Officer, with the help of the Executive Committee, is responsible for the culture
within our wider operations. The Board receives regular reports that allow it to assess our culture to ensure it
continues to support our strategy and purpose. For more information, see page 84.

C. Resources and
controls

The Board approves the Group’s annual budget ensuring that sufficient resources are available to achieve objectives.

The Board retains ultimate responsibility for risk management and internal controls, with detailed oversight carried
out by the Audit Committee.

The Board sets the Group's risk appetite. This sets out the principal risks facing the Group and the nature and extent
of risk the Board is willing for the Group to take in order to achieve the Group’s strategic objectives.

For more information, see pages 54 to 61.

Division of responsibilities

A

F. Role of the Chair

lan Marchant leads the Board in an open and transparent manner, encouraging debate and challenge. He plays

a pivotal role in fostering the effectiveness of the Board and the individual Directors both in and outside the
boardroom. He joined the Board on | February 2023 and succeeded Douglas Caster as the Chair on 29 June 2023.
He was considered to be independent upon his appointment as Chair.

The Chair works with the Group Company Secretary to ensure that sufficient time is available to discuss agenda items
for each Board meeting and to ensure that papers are of a high standard and circulated in a timely manner.

G. Balance of
the Board

The Board comprises the Chief Executive Officer, Chief Financial Officer, Chair and four independent non-Executive
Directors. For more information, see page 80.

The roles of the Chair and Chief Executive are separate, with distinct accountabilities set out in their role profiles.

The Chief Executive Officer is responsible for the day-to-day leadership and management of the business, in line with
the strategic framework, risk appetite and annual and long-term objectives approved by the Board. The Chief Executive
Officer cascades his authority through a delegated authority framework which is approved by the Board annually.

The Board undertakes an annual review of the independence of each non-Executive Director and in 2023 continued
to consider each non-Executive Director to be independent.

H. Non-Executive
Directors

The non-Executive Directors provide an independent view on the running of our business, governance and
boardroom best practice. They oversee and constructively challenge management in its implementation of strategy
within the Group’s system of governance and the risk appetite set by the Board.

The expected time commitment of the Chair and non-Executive Directors is agreed and set out in writing in a Letter
of Appointment. Prior to his or her appointment as a Director, the Board considers whether each non-Executive
Director has sufficient time to devote to their role at Morgan Advanced Materials. This is reassessed by the Nomination
Committee annually and in light of any changes to a non-Executive Director’s external commitments during the year.
The Committee is satisfied that their other duties and time commitments do not conflict with those as Directors.

The Board considered lan Marchant’s other external commitments, and was comfortable that he had sufficient time

to devote to his role before agreeing his appointment as a non-Executive Director and Chair Designate.
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Laurence Mulliez was appointed as Senior Independent Director in December 2017. She is available to liaise with
shareholders who have concerns that they feel have not been addressed through the normal channels of the Chair,
Chief Executive Officer and Chief Financial Officer. She also leads the annual performance review of the Chair (see page
88), and as necessary, provides advice and judgement to the Chair, and serves as an intermediary for other Directors.

After each Board meeting, the non-Executive Directors and the Chair meet without executive Directors being present.

D. Shareholders and
stakeholders

The Board acknowledges the importance of forming and retaining sound relationships with all stakeholder groups.
Accordingly, the Board reviewed and discussed the Group’s key stakeholders along with the engagement mechanisms
in place to ensure that they support effective, two-way communication. These are kept under periodic review to
ensure ongoing effectiveness.

The Board engaged actively throughout 2023 with shareholders and other stakeholders. A full programme of formal
and informal events, institutional investor meetings and presentations is held throughout the year. This programme
of shareholder engagement aims to ensure that the performance, strategies and objectives of the Group are clearly
communicated to the investment community and provides a forum for institutional shareholders to address any
issues. Morgan Advanced Materials engages proactively with the investment community and sell-side and buy-side
analysts and accommodates requests for meetings and calls with senior management from existing and potential
institutional investors. The programme is led by the executive Directors. The Chair met with major investors
following his appointment to the Board in order to understand their views on governance and performance against
the strategy. The Board is regularly kept informed of investor feedback, stockbroker updates and detailed analyst
reports. For more information, see pages 81 and 87.

The Board receives regular management information and considers the impact of decisions on relevant stakeholders,
as described further in the Section 172 statement on pages 30 to 32. Across the Group, there is an active programme
of engagement with our key stakeholders including our colleagues. For more information, see page 87.

|. The Company
Secretary

As Group Company Secretary, Winifred Chime is responsible to the Chair for ensuring that all Board and Board
Committee meetings are properly conducted, that the Directors receive appropriate information prior to meetings to
enable them to make an effective contribution, and that governance requirements are considered and implemented.
The appointment and removal of the Group Company Secretary is a matter for the Board.

Composition, succession and evaluation

. Board
appointments

The Nomination Committee and, where appropriate, the full Board, regularly review the composition of the Board
and the status of succession to both senior executive management and Board-level positions. Directors have regular
contact with, and access to, succession candidates for senior executive management positions.

The process for the appointment of lan Marchant as Chair is set out in a case study on page 89 of the 2022 Annual
Report. The Nomination Committee has commenced the search for three new non-Executive Directors. The
Company engaged the independent executive search agency Korn Ferry to assist with the search. For further
information on the search process, see pages 102 to 103.

All Directors retire at each AGM and may offer themselves for re-election by shareholders. Accordingly, all the
Directors will retire at the AGM in May 2024 and offer themselves for re-election. The Notice of AGM will give
details of those Directors seeking re-election, including their experience, and contribution that each Director brings
to the Board and its Committees. The terms of appointment for non-Executive Directors and service contracts for
Executive Directors are available for inspection at the Company’s registered office and will be available at the AGM.

E. Workforce policies
and practices

The Board has overarching responsibility for the Group’s workforce policies and practices and delegates day-to-day
responsibility to the Chief Executive Officer and Group HR Director to ensure that they are consistent with the
Company'’s values and support its long-term success.

Employees are able to report matters of concern confidentially through our ‘Speak Up’ hotline. The Audit Committee
routinely reviews reports generated from the disclosures and ensures that arrangements are in place for investigation
and follow-up action as appropriate.

K. Skills, experience
and knowledge of
the Board

The Nomination Committee regularly reviews the balance, composition and structure of the Board, including
reviewing the skills of each non-Executive Director against a skills matrix. This identifies the key skills, knowledge and
experience relevant to the markets in which we operate and for the effective operation of the Board and leadership
of the Group. The Directors’ skills matrix was revised during the year. For more information, see page 80.

The Nomination Committee keeps the length of service of each Board member under review, and recommends the
reappointment of the non-Executive Directors and any extensions to their term. It ensures that Board recruitment is
commenced in a timely manner to regularly refresh the membership of the Board.

The Chair and Group Company Secretary ensure that new Directors receive a full induction and that all Directors
continually update their skills and have the requisite knowledge and familiarity with the Group to fulfil their role.

The individual training and development needs of each Director are considered by the Chair on an annual basis.

The Board receives detailed technical updates on corporate governance and other regulatory changes, presentations
from external specialists or internal managers, training via online platforms, and site visits to ensure its skills,
knowledge and experience are kept up to date. During the year, cyber security sessions were held covering the
threat landscape, cyber awareness and defence, and actions to support Morgan Advanced Materials’ security posture.
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Composition, succession and evaluation continued

L. Annual evaluation

The Board undertakes either an internal or external annual Board effectiveness evaluation. The last external
evaluation was carried out in 2021, so in 2023 an internal evaluation of the Board and its Committees was conducted.
Performance evaluations of Directors, including the Chair, are also carried out on an annual basis. A summary of the
2023 evaluation is set out on page 88.

Audit, risk and internal control

M. Audit functions

The Audit Committee comprises four independent non-Executive Directors and the Board delegates a number of
responsibilities to the Audit Committee, including oversight of the Group's financial reporting processes and internal
control, and the work undertaken by the external and internal auditors. The Committee also supports the Board’s
consideration of the Company’s viability statement and its ability to operate as a going concern. The Audit Committee
Chair provides regular updates to the Board on key matters discussed by the Committee. For more information,

see page 93.

N. Fair, balanced and
understandable
assessment

The Strategic Report, located on pages 2 to 75, sets out the performance of the Company, the business model,
strategy, and the risks and uncertainties relating to the Company'’s future prospects. When taken as a whole, the
Directors consider the Annual Report is fair, balanced and understandable and provides information necessary for
shareholders to assess the Company’s performance, business model and strategy. The process which supports
the Board's confirmation that the presentation of results is fair, balanced and understandable is set out in the Audit
Committee Report on page 95.

O. Risk management

The Board determines the nature and extent of the principal risks the organisation is willing to take to achieve its
strategic objectives. A robust assessment of the principal and emerging risks facing the Group was carried out during
the year, including those risks that would threaten the Group’s business model, future performance, solvency or
liquidity and reputation (see pages 55 to 61 for further details of the principal risks).

The Board and Audit Committee monitor the Group’s risk management and internal controls systems and conduct an
annual review of their effectiveness. Throughout the year, the Board has directly, and through delegated authority to
the Executive Committee and the Audit Committee, overseen and reviewed all material controls, including financial,
operational and compliance controls. See pages 55 to 61 and 97 to 98.

Remuneration

P. Remuneration
policies and

The Company aims to reward employees fairly and its Remuneration Policy is designed to promote the long-
term success of the Company while aligning the interests of both the Directors and shareholders. An updated

practices remuneration policy was approved by shareholders at the 2022 Annual General Meeting. The Directors’
Remuneration Policy is set out on pages 108 to |16.
Q. Policy on The Remuneration Committee, on behalf of the Board, sets the remuneration of the Chair, the executive Directors
executive and Executive Committee members. It also reviews the remuneration of certain senior management. In setting
remuneration remuneration, the Remuneration Committee seeks to ensure it is aligned with the Group’s remuneration principles

which are applicable to all colleagues. No Director is involved in determining their own remuneration outcome.
See pages 129 for more information on the work of the Remuneration Committee.

R. Remuneration
outcomes

When determining remuneration outcomes, the Remuneration Committee takes account of wider circumstances
relevant to that decision, including Group and individual performance. The Remuneration Committee has the
discretion to amend the final vesting level of incentives if it does not believe that it reflects underlying performance.
The Remuneration Committee may also apply malus and clawback in certain circumstances.

Report of the Audit Committee

Committee members

Jane Aikman has chaired the Committee
since July 2017 and has recent and relevant
financial experience and competence

in accounting and auditing gained from

her current executive role and various
prior Chief Financial Officer roles.

The Committee as a whole has competence

in the sectors in which the Group operates.
All Committee members are independent
non-Executive Directors. Biographies

of the Committee members including
details of relevant sector experience

are set out on pages 78 to 80.

The Chair of the Board, the executive
Directors and key members of

senior management attend the
meetings by invitation, as do senior
representatives of the external auditor.

At the end of each meeting, Committee
members meet with the external
auditor, the Head of Internal Audit and
the Director of Ethics and Compliance
without the executive Directors or other
members of management present.

Between meetings, the Chair of the

Audit Committee keeps in contact with

the Chief Financial Officer, the Group
Financial Controller, the external auditor,
the Head of Internal Audit and the Director
of Ethics and Compliance as necessary.

The terms of reference of the Committee
are available on the Company’s website,
morganadvancedmaterials.com.

Dear shareholder

| am pleased to present the Audit
Committee’s report for 2023.
This report provides insight into
key areas considered by the Audit
Committee during the year in
discharging its responsibilities

in relation to financial reporting,
risk management, internal control,
the internal audit function, and
interaction with Deloitte LLP

(the Group'’s external auditor).

During 2023, while the Committee's
primary focus centred on the accuracy

of the Group’s financial reporting, the
Committee also oversaw the work to
contain the impact of the cyber security
incident that occurred in January 2023, was
in regular communication with management
throughout this period and met with

the third-party advisors supporting the
restoration of our networks and systems.
Details of the incident can be found on
page 20 and further information on the
matters considered by the Committee

can be found on page 96.

The Committee applied additional focus
to audit and recovery planning following
the incident, to ensure the integrity and
completeness of the accounting records.
The Committee also focused on assessing
the risk management and internal control
framework, together with the additional
work carried out to support the long-term
viability statement. Regardless of the
incident and the challenging macro-
economic environment, Morgan Advanced
Materials’ business model remains resilient,
but, during these challenging times, we
continue to support and closely monitor
the financial results of the Group.

The Committee continues to monitor

the external ESG reporting and, more
specifically, climate-related reporting, in
order to assess the appropriateness of the
climate-related disclosures and evaluate if
the Task Force on Climate-related Financial
Disclosures (TCFD) recommendations
have been addressed appropriately.
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We advised the Board that the 2023 Annual
Report and Accounts is fair, balanced and
understandable and provides the necessary
information for our shareholders to assess
the Group’s position, performance,
business model and strategy. The process
of review is described in greater detail

on page 95.

Deloitte completed their fourth full audit of
the Group. During the year, the Committee
reviewed and agreed the independence
and effectiveness of the audit process,

in establishing positive relationships and
providing a good level of service to

the Group, while seeking continual
improvements in the audit of Morgan
Advanced Materials.

We monitored the reports raised through
the ethics hotline and ensured that
executive management has responded

to these quickly and appropriately. The
Committee reviewed the key themes and
trends in the number, type and source of
these reports to gain an understanding

of how effectively the Morgan Code of
Conduct is embedded. This information
has been used by the Board as part of

its assessment of Morgan Advanced
Materials’ culture.

Throughout the year, the Committee

also ensured that separate meetings with
Deloitte, the Head of Internal Audit and

the Director of Ethics and Compliance took
place without management present in order
to provide an open forum for any issues to
be raised.

The Committee’s performance was
reviewed as part of the internal evaluation
aimed at identifying areas for improvement.
| am pleased to report that the Committee
is continuing to work well and is fully
discharging its responsibilities, while
contributing effectively to the Group’s
overall governance framework.

Jane Aikman
COMMITTEE CHAIR
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Report of the Audit Committee continued

Key activities in 2023

Financial reporting

> Reviewed and discussed reports from the Chief Financial Officer on the financial statements, considered impact
of the cyber security incident on audit and annual report process, considered management’s significant
accounting judgements and the policies being applied, and assessed the findings of the statutory audit in respect
of the integrity of the financial reporting of full- and half-year results.

> Following the cyber security incident, met with the third-party advisors supporting the restoration of our
systems and providing assurance as to the integrity and robustness of the response.

> Reviewed the 2023 Annual Report and Accounts and provided a recommendation to the Board that, as a whole,
it complied with the UK Corporate Governance Code principle to be ‘fair, balanced and understandable and
provide the information necessary for shareholders to assess the Company's position, performance, business
model and strategy'.

Internal controls and
risk management

> Reviewed the effectiveness of the Group’s risk management and internal control systems in light of the cyber
security incident, and integration of the components of the risk framework into Board and Committee reporting,
prior to making a recommendation to the Board. The Committee also reviewed reports from the presidents and
finance directors of each of the global business units on their key risks, how these risks are managed and an
assessment of the control environment, on an annual basis.

> Reviewed the adequacy of the manual processes and controls put in place during the cyber security incident, the
storage and reconciliation process for manual records and the orderly restart or implementation of ERP systems.

> Monitored fraud reporting and incidents of whistleblowing, including a review of the adequacy of the Group'’s
whistleblowing processes and procedures, prior to reporting to the Board on this activity.

> Oversight of the Group’s ethics and compliance programme and monitored progress in compliance with the
Morgan Code across the Group.

> Oversight and monitoring of the Group’s key taxation issues and tax strategy.

Internal audit

> Considered internal audit reports presented to the Committee and satisfied itself that management had resolved
or was in the process of resolving any outstanding issues or actions.

> Reviewed and approved the adjusted internal audit plan for 2023 which incorporated enhanced reviews for sites
impacted by the cyber security incident.

> Reviewed and approved the internal audit plan and approach for 2024.

> Reviewed the quality and effectiveness of internal audit function.

External audit

> Oversaw the 2023 statutory audit, including the key audit risks and level of materiality applied by Deloitte,
audit reports from Deloitte on the financial statements and the areas of particular focus for the 2023 audit.

> Assessed the effectiveness of Deloitte and made a recommendation to the Board on the reappointment of
Deloitte as the external auditor.

> Agreed the statutory audit fee for the 2023 audit.

> Reviewed and approved the non-audit services, and related fees, provided by Deloitte for 2023.
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Financial reporting

Fair, balanced and The following process was followed by the Committee in making its assessment:

understandable reporting > considered the questions which need to be answered in order to evaluate whether the

At the request of the Board, the Committee Annual Report and Accounts meets the fair, balanced and understandable test

has considered whether, in its opinion, > considered the additional steps taken to ensure integrity and completeness of the accounting
this Annual Report and Accounts, taken as a records in light of the cyber security incident

whole, is ‘fair, balanced and understandable’ > reviewed the methodology used to construct the narrative sections of the Annual Report
and whether it provides the ‘information
necessary for shareholders to assess the
Company'’s position, performance,
business model and strategy'.

> reviewed the disclosure judgements made by the authors of each section and considered the
overall balance and consistency of the Annual Report

> received confirmation from external advisors that all regulatory requirements are satisfied
> received confirmation of verification of content from the authors of each section

> received confirmation from the Chief Financial Officer that the narrative reports and
consolidated financial statements are consistent

> made a recommendation to the Board to assist it in determining whether it is able to make
the statement that the Annual Report and Accounts taken as a whole is fair, balanced and
understandable.

The Board approved the Committee’s recommendation that the ‘fair, balanced and
understandable’ statement could be made, which can be found in the Directors’ Responsibility
Statement on page 134 of this Annual Report.

Significant issues
The significant areas of judgement considered by the Committee in relation to the 2023 consolidated financial statements, and how these
were addressed, were as follows:
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Significant issues and judgements

Specific adjusting items

In the consolidated income statement, the Group presents specific adjusting items separately. In the judgement of the Directors,
as a result of the nature and value of these items they should be disclosed separately from the underlying results of the Group.
The Group believes that these alternative performance measures, which are not considered to be a substitute for, or superior to,
IFRS measures, provide stakeholders with additional helpful information on the performance of the business.

Details of specific adjusting items arising during the year (including the costs associated with the cyber security incident) and the
comparative period are given in note 6 to the consolidated financial statements. Specific adjusting items in relation to discontinued
operations are disclosed in note 9 to the consolidated financial statements.

How the Committee addressed these issues

The Committee reviewed the key assumptions underpinning the accounting for specific adjusting items for the half- and full-year results,
including receiving presentations from Deloitte LLP on this matter.

Inventory valuation

For 17 of our sites, local management used a manual process to calculate the inventory provision at 31 December 2023 due to system
limitations following the cyber security incident in early 2023.

The manual process followed was consistent across these sites and in line with Group policy. The methodology used replicated the
provision calculation that would have been automated within our ERP systems.

How the Committee addressed these issues

The Committee reviewed the inventory valuation process and overall balance sheet prudence. They also received the views of
Deloitte LLP on these matters.
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Significant issues and judgements

Impairment of non-financial assets (excluding goodwill)

The Group monitors the performance of individual assets and cash-generating units at each balance sheet date to determine whether
there is any indication of impairment. An impairment loss is recognised in the income statement where the carrying amount of an asset
exceeds its recoverable amount.

An impairment charge for the year of £7.3 million was recorded in relation to the impairment of non-financial assets in Seals and
Bearings (Europe and Asia) and Electrical Carbon (North America and Asia). In addition to these charges, reversals of impairments
recognised in prior periods were recorded, totalling £8.1 million. The reversals were for our Technical Ceramics, ceramic cores
business in North America and a Thermal Ceramics business in Germany. Additional disclosure is included in note 6 to the consolidated
financial statements.

How the Committee addressed these issues

The Committee reviewed the key assumptions that underpin the value-in-use calculations, including receiving the views of Deloitte LLP
on these matters.

Impact of the cyber security incident

On 8 January 2023, we experienced a cyber security incident. Our teams worked quickly to limit the damage by temporarily shutting
down our network. Following a detailed investigation, access to systems was restored in an orderly fashion. Despite the rapid action,
there was considerable damage to our networks and systems. In parts of the business (representing around 27% of our revenues)
ERP systems could not be restored and we implemented a new ERP solution. We have accelerated our IT modernisation programme
in response to this incident. This includes the acceleration of our Group-wide ERP programme, enhancing our security and monitoring
processes and continued awareness training for our employees.

How the Committee addressed these issues
The Committee considered the following including documentation to support key conclusions on the impact of the incident:
> engagement with in-house IT team and external advisors to assess the cause, timing and impact of the incident
> management assessment of whether there is any known or suspected fraud associated with the incident
> engagement with in-house legal and legal advisors regarding possible regulatory or customer-related exposures
update on fraud risk and control environment risk

>

> update on business risk factors

> management assessment of going concern and long-term viability, including updated view on future trading performance
>

steps taken to ensure integrity and completeness of the accounting records, in order to be satisfied that the financial statements
give a true and fair value of the assets, liabilities, financial position and profit of the Group

> steps taken to ensure integrity and effectiveness of the Group's internal financial controls and internal control and risk
management systems

> clear and transparent disclosure of this event in the Annual Report

> assessment of fair, balanced and understandable nature of the half-year results and the Annual Report in light of the incident.
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Internal control and risk management

The Committee assists the Board in fulfilling its responsibilities
relating to the adequacy and effectiveness of the control
environment and risk management systems. The Group’s systems
of risk management and internal control has been in place for

the year under review and up to the date of approval of the
Annual Report.

The Committee, on behalf of the Board, undertakes an annual
review of the effectiveness of the Group’s systems of risk
management and internal control and did so again for the year
under review. These systems are consistent with the FRC's
guidance on internal control requirements contained within
the Code. The review conducted in February 2024 comprised:

> areview of the relevant Principles and Provisions in the Code
> areview of the Company's governance structures

> areview of the sources of assurance and the Company's three
lines of defence model, including policies, annual self-certification
process, reports from specialist functions such as the ethics
and compliance, tax, treasury and legal functions, and internal
audit reports

> areview of all material controls, including financial, operational
and compliance controls, and risk management systems, including
the improvements achieved in 2023 and identification of further
areas for improvement. In considering areas for improvement,
we note that management has plans in place to factor in
Deloitte’s controls observations in relation to data migration
(for our future ERP implementations) and review of the value
in use models (during the non-financial asset impairment
review process).

> the Committee and Board receive regular risk management
reports and together they ensure that there are adequate internal
controls in place and that these are functioning effectively

> the Committee also evaluated whether the cyber security
incident in January 2023 impacted its conclusions on the control
environment for the 2023 year end. The adequacy of the manual
processes and controls which were put in place during the cyber
security incident were reviewed, together with storage and
reconciliation process for manual records and the orderly
restart or implementation of ERP systems. Having reviewed the
internal controls assessment, the results of the investigation and
subsequent responses to the incident, the Committee assessed
that the controls in place during 2023 were adequate and that
the incident did not impact the 2023 financial records.

The Directors consider that the Group's systems of risk
management and internal control provides reasonable, but not
absolute, assurance in the following areas: that the assets of the
Group are safeguarded; that transactions are authorised and
recorded in a correct and timely manner; and that such controls
would prevent or detect, within a timely period, material errors
orirregularities. The systems are designed to mitigate and manage
risk, rather than eliminate it, and to address key business and
financial risks. The majority of internal financial controls are
manual; this is driven by a diverse IT landscape and the Group’s

geographical breadth; as such, there is a heavy reliance on central
review controls. The Directors are satisfied that an appropriate
amount of time and consideration is dedicated to the review and
challenge of results, judgements and estimates — both by the GBUs
and the Group leadership team.

The main features of the Group’s systems of risk management and
internal control and for assessing the potential risks to which the
Group is exposed are summarised as follows:

Control environment

The Group’s control environment is underpinned by the Morgan
Code and its associated policies and guidelines. The Group policies
cover: financial procedures; environmental, health and safety
practice; ethics and compliance (for example, anti-bribery and
anti-corruption, anti-trust and anti-competitive behaviour and trade
compliance); and other areas such as IT and HR. There is a Limits
of Authority Policy, which describes the matters reserved for the
Board and the delegations granted to the Chief Executive Officer
and other executives. The Group operates various programmes

to improve the control environment and management of risk.
These include the Group’s ethics and compliance programme and
the Group internal audit function, which present updates to the
Committee at each meeting. In addition, the Committee receives
reports from the presidents and finance directors of each of the
GBUs on their key risks, how these risks are managed and an
assessment of the control environment, on an annual basis.
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Part of the ethics and compliance programme is the provision of
an externally managed, independent whistleblower (‘Speak Up")
hotline which is made available to workers to raise concerns.

Any reports made to the hotline are investigated by senior
management, with reports made to the Committee at each
meeting. The Committee oversees the progress and outcome

of any investigations arising from reports made to the hotline or
directly to management, where there is a concern regarding ethical
conduct. The reports investigated have varied in their nature and
materiality, with certain matters requiring the support of external
advisors and giving rise to disciplinary action against employees for
breaches of Group policies.

The GBU presidents and other senior operational and functional
management make an annual statement of compliance to the
Board confirming that, for each of the businesses for which they
are responsible, the consolidated financial statements are fairly
presented in all material respects, appropriate systems of internal
controls have been developed and maintained, and the businesses
comply with Group policies and procedures or have escalated
known exceptions to an appropriate level of management.
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Internal control and risk management continued

Financial reporting

Risk management systems and internal controls are in place in
relation to the Group’s financial reporting processes and the
process for preparing consolidated accounts. These include policies
and procedures which require the maintenance of records which
accurately and fairly reflect transactions and disposals of assets,
provide reasonable assurance that transactions are recorded

as necessary to allow the preparation of consolidated financial
statements in accordance with International Financial Reporting
Standards (IFRS), and the review and reconciliation of reported
data. Representatives of the businesses are required to certify
that their reported information gives a true and fair view of the
state of affairs of the business and its results for the period.

The Audit Committee is responsible for monitoring these systems
and controls.

Performance monitoring

The Board and the Executive Committee hold regular, scheduled
meetings, at which they monitor performance and consider

a comparison of forecast and actual results, including cash flows
and comparisons against budget and the prior year. GBU
management teams also meet regularly to review performance.
Executive Committee members also visit sites on a regular basis.

Risk management

The Board undertakes a formal assessment of the Group’s principal
and emerging risks at least twice a year. The identification,
assessment and reporting of risks is a continuous process carried
out in conjunction with operational management. Appropriate steps
are taken to mitigate and manage all material risks, including those
relating to the Group’s business model, solvency and liquidity. The
Board, either directly or through the Committee, receives updates
on risks, internal controls and future actions from both global
business units and Group perspectives. The Executive Committee
collectively reviews risk management and internal controls for all
principal Group risks. The Group’s risk management system, which
is described in more detail in the Risk Management section of

the Strategic Report on pages 54 to 61, supports the Directors’
statements on going concern and viability on pages 70 to 71.

Risk factors

The Group's businesses are affected by a number of factors,
many of which are influenced by macro-economic trends beyond
Morgan Advanced Materials’ control; nevertheless, as described
above and in the Strategic Report, the identification and mitigation
of such risks are regularly reviewed by the Executive Committee
and the Board. These risk factors are further discussed in the

Risk Management section on pages 54 to 61.

Internal audit

Internal audit

The Group’s internal audit function provides objective assurance

of the adequacy and effectiveness of risk management and internal
control systems. It also may recommend improvements. While the
Head of Internal Audit reports administratively to the Chief Financial
Officer, appointment to, or removal from, this role requires the
consent of the Audit Committee Chair. The Head of Internal Audit
is accountable to the Chair of the Audit Committee, attends all
regular Committee meetings and meets separately with Committee
members without executive management at every meeting.

Each year’s internal audit plan is approved by the Audit Committee.
The plan is focused on higher-risk areas and any specific areas or
processes chosen by the Committee. It is also aligned with any risks
identified by the external auditor and Ethics and Compliance team.
The internal audit plan was adapted to include additional reviews
of recovery actions for sites most impacted by the cyber security
incident. The Committee is given regular updates on progress,
including any material findings, and can refine the plans as needed.
The Committee ensures that there are adequate resources in place
for the function to carry out the plan. The Committee receives
reports showing the ratings and key findings from each audit.

The Committee challenges management over the key findings,
discusses key themes identified by the internal audits and guides
management in identifying areas of focus to continuously improve
controls. Actions arising from internal audit reviews are agreed
with management and the Committee monitors progress on any
outstanding actions.

In 2023, the Committee reviewed the effectiveness of the function
by way of surveys completed by Committee members and key
management personnel. This is the approach taken in those years
that the review is not externally facilitated. The last externally
facilitated review was in 2018, and an external review is
recommended for 2024. We are satisfied that the quality,
experience and expertise of the internal audit function are
appropriate for the business and that the function was objective
and performed its role effectively. The function was agile in its
response to the cyber security incident and adapted the plan to
support the recovery from the incident. We also monitored
management’s response to internal audits during the year. We are
satisfied that improvements are being implemented promptly in
response to the findings, and believe that management supports
the effective working of the function.
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External auditor

External auditor, including independence

and Non-Audit Services Policy

The external auditor, Deloitte LLP, has processes in place to
safeguard its independence and objectivity, including specific
safeguards where it is providing permissible non-audit services,

and has confirmed in writing to the Committee that, in its opinion,
it is independent. In addition, the Company has a policy on the
provision of non-audit services by the external auditor which was
revised in 2019 and is in line with the FRC's revised Ethical Standard
2019 which took effect on |5 March 2020:

> certain non-audit services may not be provided. The external
auditor may not review their own work, make any management
decisions, create a mutuality of interest, and/or put themselves
in the position of advocate

> any permissible non-audit work proposed to be placed with
the external auditor with a total fee between £50,000 and
£200,000 must be approved in advance by the Chair of the
Audit Committee. Projects in excess of £200,000, must be
approved in advance by the Audit Committee, with any such
proposal being submitted in writing to the Chief Financial Officer,
who would in turn seek approval from the Audit Committee.
All permissible non-audit work, regardless of value, must
be approved by the Group Financial Controller. Work which
includes multiple phases is treated as a single project for
approval purposes

> the prior approval of the Audit Committee is required for any
non-audit work which, when added to the fees paid for other
non-audit work, would total more than 60% (previously 80%)
of the audit fee

> the value of non-audit fees must not under any circumstances
exceed 70% of the average Group statutory audit fee incurred
in the last three consecutive financial years.

To safeguard the objectivity and independence of the external
auditor, the Company ensures that any non-audit services to be
provided by the auditor are given prior approval by the Audit
Committee where required under the policy.

In the opinion of the Committee, the auditor’s objectivity and
independence were safeguarded despite the provision of a limited
number of non-audit services by Deloitte LLP during 2023.

In 2023, the proportion of the auditor’s fees for non-audit work
relative to the audit fee was 0.7% (or £38,000), (2022: 0.0%).

Auditor effectiveness

The Committee discussed the quality of the audit during the
year and considered the performance of the external auditor

as a separate agenda item at the meeting in February 2024.

The Committee conducted a full review following the 2023 year
end to gather feedback and look for continuous improvement
opportunities. The Committee considered all aspects of the
auditor’s performance, based on a review of the effectiveness

of the external audit process, which was conducted through

a questionnaire taking into consideration relevant professional and
regulatory requirements. The questionnaire was completed by
each GBU finance director and nine Group functional teams.

In addition to the questionnaire, the following external auditor
areas were reviewed:

> independence confirmation

> audit methodology, use of component auditors and audit scope
and coverage

> assessment of materiality and areas of audit focus, consideration
of appropriate audit procedures, professional scepticism,
appropriate management challenge, clarity and candour
in reporting

> the FRC’s AQR findings for Deloitte for the 2022-23 cycle of
reviews and Deloitte’s proposed actions to address these findings
as a firm.

The Committee concluded that the external audit process

in respect of the financial statements for the year ended

31 December 2023 was effective. The Committee confirmed
Deloitte’s independence before recommending its reappointment
for approval by shareholders at the Annual General Meeting
(AGM) on 9 May 2024.

External audit rotation

Deloitte LLP was appointed by shareholders as the Group's
statutory auditor in 2020 following a formal tender process.

For 2023, Deloitte continued to provide external audit services to
the Group. Jane Makrakis was the lead partner for Deloitte on the
audit. The Audit Committee considers annually the need to tender
the audit for audit quality or independence reasons. There are no
contractual obligations in place that restrict the Group’s choice of
statutory auditor. The external audit contract will be put out to
tender at least every 10 years. The Committee considers that it
would be appropriate to conduct an external audit tender by no
later than 2030. The Company has complied with the provisions
of the Competition and Markets Authority's Order on statutory
audit services and the Audit Committees and the External Audit:
Minimum Standard.
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Report of the Nomination Committee

Committee members

The Nomination Committee seeks to
ensure that the Board has the requisite

mixture of skills, knowledge and expertise
to provide robust oversight, and to identify
and respond effectively to current and
future opportunities and challenges.

The Committee is composed solely

of non-Executive Directors and is
chaired by the Chair of the Board.
Biographies of the Committee members
can be found on pages 78 to 79

The Group Company Secretary
is secretary to the Committee
and attends all the meetings

The Chief Executive and Group
HR Director attend all scheduled
meetings by invitation

Dear shareholder

On behalf of the Nomination
Committee, | present our report
for 2023. The Committee met
twice during 2023 and members’
attendance is set out in the table
on page 80.

The Committee performs a vital role in
reviewing the composition and balance of
skills and experience on the Board, enabling
it to lead the process for appointments

to the Board, keep under review the
leadership needs of the Group and ensure
plans are in place for orderly succession to
Board and senior management positions.
During 2023, the Committee commenced
the search for three new non-Executive
Directors, to replace existing Directors
reaching the end of their nine-year tenure.
Further information on the process can be
found on pages 102 and 103.

The Committee also assessed whether
the objectives of the Board's Diversity and
Inclusion Policy, including how it supports
Morgan Advanced Materials’ strategy, had
been implemented and what progress has
been achieved. During the year, the Board
reviewed succession planning and talent
strategy for the Executive Committee and
its direct reports, with a particular lens

on our aim to foster diversity within the
leadership population and increase the
female leadership population to 40% by
2030 (includes the Executive Committee
excluding Chief Executive Officer and
Chief Financial Officer plus 2nd to 4th tier).

The Committee remains conscious that to
execute on our strategy, building our talent
pool with individuals whose skill sets and
thinking can deliver the strategy and shape
our culture is critical to the Group’s
long-term success.

The Committee’s performance was
reviewed as part of the internal evaluation
aimed at identifying areas for improvement.
| am pleased to report that the Committee
is continuing to work well and is fully
discharging its responsibilities, while
contributing effectively to the Group’s
overall governance framework.

lan Marchant
COMMITTEE CHAIR

Key responsibilities

The Nomination Committee supports the
Board in ensuring that the Board and its
Committees are appropriately staffed

and operate effectively. The Committee
identifies qualified individuals to join the
Board, recommends any changes to the
Board and Committee composition and
monitors an annual process to assess
Board effectiveness.

This involves:

> overseeing and facilitating annual reviews
of the Chair, the Board, its Committees
and individual Directors, including
externally facilitated reviews

> evaluating and overseeing the balance of
skills, knowledge and experience on the
Board and its Committees

> monitoring the independence
of Directors

> overseeing Board succession plans and
leading the process to identify suitable
candidates to fill vacancies, nominating
such candidates for approval by the
Board and ensuring that appointments
are made on merit and against
objective criteria

> overseeing the induction of
new Directors

> overseeing succession plans for
the executive Directors and senior
management.

The terms of reference of the Committee
are available on the Company’s website,
morganadvancedmaterials.com.
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Key activities in 2023

Board and > Commenced the global search for the independent non-Executive Directors
Committee > Considered potential Board candidates
ComPOSition > Reviewed the independence of all Directors, making recommendations to the Board
> Reviewed the structure, size and composition of the Board and its Committees, ensuring that they remain appropriate
> Reviewed the Board's Diversity and Inclusion Policy, and assessed progress against its objectives
Succession > Reviewed and endorsed succession plans for the Board and its Committees
planning > Reviewed updated succession plans for the Chief Executive Officer
> Continued to provide input to the succession plans for the Executive Committee (excluding the Chief Executive Officer)
and the Group's diversity and inclusion programme
> Discussed the percentage target for senior management positions that will be occupied by ethnic minority executives in
December 2027
> Reviewed and endorsed updates to the Board’s skills matrix
Board > Oversaw the implementation of recommendations arising from the 2022 external evaluation of the Board and
effectiveness Committees’ performance
reviews > Carried out the 2023 internal evaluation of the Board and Committees’ performance
Corporate > Monitored the fulfilment of the requirements, principles and expectations of the Code
governance > Reviewed Directors’ declarations on potential conflicts of interest

> Considered whether each Director continued to be able to allocate sufficient time to discharge their

responsibilities effectively

> Considered the annual re-election of Directors at the 2024 AGM

> Reviewed the Committee’s terms of reference

Diversity and inclusion

The Board'’s Diversity and Inclusion Policy, which also applies to
the Remuneration Committee, Audit Committee and Nomination
Committee, reflects the Board'’s belief in the benefits of diversity
and that more diverse companies attract and maintain the best
talent and achieve stronger overall performance.

The Board considers a broad definition of diversity when setting
policies and appointing Directors, including gender, ethnicity,
sexual orientation, disability, nationality, educational and
professional experience, socio-economic background,
personality type, culture and perspective.

Statement on compliance against regulatory

targets on gender and ethnicity

The Committee has worked hard to ensure that the Board is
suitably diverse according to these criteria. The Board reviews
its effectiveness in meeting diversity goals each year as part of
the annual Board evaluation process.

The Board confirms that as at 31 December 2023
(being the reference date selected by the Board for

the purposes of this disclosure), the Company complied
with the regulatory targets set out in LR 9.8.6 R(9)(a).
Accordingly, there was 43% female representation on the Board,
one of whom is the Senior Independent Director, and the Board
currently has one Director of Southeast Asian origin. Both the
Audit Committee Chair and the Remuneration Committee Chair
are female. Our intention is to at least maintain that level of
diversity, in order that the Board’'s composition can more closely
reflect the Group’s workforce and society more generally. It is
however acknowledged that in periods of Board change, there may
be times when this balance is not maintained. The percentage

of women on the Group's Executive Committee is 33%.

At 31 December 2023, 319% (2022: 29%) of senior management,
defined in accordance with the Code as the members of the
Executive Committee including the Company Secretary and their
direct reports, were female. The Committee takes diversity into
account in broader discussions on succession planning and talent
development and supports management in its wider commitment
to promoting diversity. The Company submitted data to both the
FTSE Women Leaders Review and the Parker Review during 2023.
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Board and Executive Committee diversity as at 31 December 2023

Number

of senior

positions on
Number the Board Number in Percentage
of Board Percentage (CEO, CFO, executive  in executive
members of the Board Chairand SID) management management
Men 4 57 3 6 67
Women 3 43 I 3 33
Not specified/Prefer not to say - - - - -

White British or other White

(including minority-white groups) 6 90 4 8 89

Mixed/Multiple ethnic groups
Asian/Asian British
Black/African/Caribbean/Black British
Other ethnic group, including Arab
Not specified/Prefer not to say

1 10 - | 1

This disclosure, and the calculation as to whether targets have been met, is based on data collected from the individuals on joining Morgan Advanced Materials.

Diversity and inclusion policy

The Board has agreed objectives for achieving gender, ethnic and
cultural diversity on the Board and its Committees. With the
planned refreshment of the Board into future years, the policy
will inform and steer the Committee in identifying candidates

and set the tone for the wider Group’s diversity aspirations,

in particular in the context of developing its leadership population.

To promote diversity and inclusion the Board will:

> consider all aspects of diversity when reviewing the composition
and effectiveness of the Board and its Committees

> only engage with executive search firms which are accredited
under the Enhanced Code of Conduct for Executive Search
Firms, or which have a proven track record in sourcing diverse
candidates, when seeking to make new appointments

> ensure that candidate lists include individuals from a broad and
diverse range of backgrounds and that all candidates with the
requisite skills and capability are considered, including those
with less traditional track records than the corporate mainstream

> agree new Board appointments based on merit against the
objective criteria set, taking account of the unique benefits each
candidate can bring

> review senior executive succession planning annually and
monitor the development of a diverse pipeline of future senior
leaders, reflecting the composition of Morgan Advanced
Materials” workforce

> set the tone and provide visible support for the Group's diversity
and inclusion objectives, including the fostering of an inclusive
culture, role-modelling and promoting inclusive leadership

> review and challenge the goals and progress of executive
management in improving inclusion and diversity.

Succession

An integral part of the work of the Nomination Committee is

to establish and maintain a stable leadership framework and to
proactively manage changes and their impacts on the future
leadership needs of the Company, both in terms of executive and
non-executive leadership. Ensuring the correct leaders are in place
enables the organisation to compete effectively in the marketplace
and therefore to meet its various obligations to its stakeholders.
The Committee has managed succession programmes for both
the Board and senior management which have ensured that the
necessary skills, expertise and experience are present in the
leadership of the organisation.

Board succession

The Committee regularly reviews the skills and expertise that

are present on the Board and compares these to the expertise
that it believes is required given the strategy, business priorities
and culture of the organisation. The Board's succession plan is
reviewed formally at least once per year and addresses Board size,
Committee structure and composition, skills on the Board, Board
and Committee members’ tenure, independence of Directors,
diversity (including gender), Board roles, Board policies and
individual succession plans for all Board and Committee positions.

During 2023, the Committee discussed succession planning at each
of its meetings. The Committee considered both the Board skills
matrix and the Board's Diversity and Inclusion Policy in the context
of succession planning as tools to help identify potential composition
needs for the future, and to ensure that plans are proactive and

not just reactive in nature. lan Marchant was appointed as an
independent non-Executive Director and Chair designate on

| February 2023. Further information on his appointment, including
details of the external search consultancy engaged in connection
with his appointment and their independence, can be found on
page 89 of 2022 Annual Report.

We continue to manage a phased succession programme for
non-Executive Directors. Two Directors will be recruited in
2024 and with a third Director recruited in 2025. Korn Ferry,
an external search consultancy, was selected to lead the search
for the Directors, following a tender process. Korn Ferry has
no other connection with the Company or individual Directors.

The usual process for selection of a non-Executive Director is
described below:

Stage |

The Committee formulates a candidate specification for the
role, taking into account the balance of skills, knowledge,
experience, diversity and geographical representation on

the Board, and considering the desired skills and experience
required to complement the existing membership and to

support the implementation of the Group's strategy

Stage 2

The external search agent produces a long-list of
candidates for the role, taking the identified
requirements into consideration

e
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Stage 3

Interviews with members of the Nomination Committee
take place with short-listed candidates. Interviews with
other Board members take place with the final candidate(s)

Stage 4

The Committee makes a recommendation for the
appointment to the Board, taking into account the views of
the Board members. Any new Director appointed by the
Board must be elected by shareholders at the next AGM

Stage 5

All Directors receive a comprehensive induction
programme. The programme comprises a balance of
knowledge-based sessions with internal functions and

external advisors, in addition to site visits across locations
to provide exposure to Morgan Advanced Materials’
businesses and working environments. Delivery is in phases
with information material to the non-Executive Director
role provided in the early stages
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Senior management succession

Succession for senior leadership roles, and strategy to

support talent development by building capability for the

future, is overseen by the Committee with support from Group
HR. The internal pipeline of candidates for immediate and
medium- to longer-term movement into key leadership and
functional roles is reviewed annually.

During the year, updates were provided on the Board and
Executive Committee succession options, which included a review
of timing of readiness, and consideration of new talent and
succession capability that had been recruited into Morgan Advanced
Materials. The Committee also received updates on the targeted
development activity that is taking place across the population.

The Committee monitors the impact of the diversity and inclusion
strategy on appointments that are made and their progress within
the Company, including at the level of those who report to the
Executive Committee, to develop a pipeline of female and diverse
talent that will serve to widen the pool of candidates for Board

and leadership positions in the future. The Nomination Committee
will continue to work with the Chief Executive Officer and

Group HR Director on senior management succession and
development in 2024.
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Remuneration report

Committee members

| am pleased to present the
Remuneration Report for the year
ended 3| December 2023.

The cost of living remains a challenge in
many countries and during the year we have
carefully kept our direct labour remuneration
packages in each location under review.
Where appropriate we have implemented
additional salary increases during 2023 to
support our colleagues — with a particular
focus on lower-paid employees. We have
also maintained our focus on the safety
measures that protect our employees while
they work. Our ‘thinkSAFE’ programme and
the Morgan Code of Conduct are now well
embedded into the organisation, and we
have continued to roll out leadership
development programmes to give our
leaders the skills necessary for them —

and by extension the Group — to succeed.

As described elsewhere in this
Annual Report, Morgan Advanced
Materials was significantly impacted
by the cyber security incident in
January 2023. This affected our
revenues, profitability and cash
flow, predominantly during the
first half of the year.

I would like to echo the thanks of my
Board colleagues to our employees for
the commitment and extraordinary effort
demonstrated across all parts of our
business to help us recover as quickly

as possible from this incident, while
continuing to deliver for our customers.
Morgan Advanced Materials (in line with
the wider industry) also continues to be
impacted by high inflation in raw materials,
energy and freight. Despite these challenges
our business is well placed for success,
delivering 2.5% organic revenue” growth
for the 2023 financial year and accelerating
investment in the wider business to
support longer-term growth.

2023 Committee activity

As a Committee, we remain focused on
ensuring that executive remuneration is fit
for purpose and aligned with the interests
of key stakeholders (our employees and
shareholders in particular), and that our
governance practices and processes adhere
to the provisions of the UK Corporate
Governance Code.

During the year, the Committee met four
times. Its activities included determination of
incentive outcomes, approving remuneration
packages for the Company’s Chair and
Executive Directors, and reviewing

the implementation of the Group's
Remuneration Policy that was approved by
96.4% of shareholders at the 2022 AGM.
This review concluded that the current
framework continues to support Group
strategy and culture, as well as providing
strong alignment of Executive Director

and stakeholder interests. As a result, no
changes are proposed to our approach

to implementing the policy in 2024.

Further details regarding the activities
of the Committee can be found in the
Remuneration governance section at

the end of this Report on page 129.

2023 remuneration outcomes

Following a thorough review of
performance in 2023, the Committee
determined that payouts of 42.9% of the
2023 annual bonus opportunity for the
Chief Executive Officer (CEO) and 43.9%
for the Chief Financial Officer (CFO) were
appropriate. Further details are set out on
page 17 to 19

As committed to in last year's report, the
Committee also reviewed the value at
vesting (in October 2023) of the 2020 LTIP
award. We concluded that the embedded
gain in the value of the awards vesting
reflected the underlying performance of the
Group rather than a windfall due to a wider
stock market rebound since the time of
grant. This was in part due to the decision
to delay making 2020 LTIP awards until later
in 2020, following a partial recovery in the
share price from the initial market downturn
at the time of the pandemic’s onset.

The Committee also determined that the
2021 LTIP award will partially vest, resulting
in a 14.8% achievement of the maximum,
based on performance against the targets
set at the time of grant. The Committee
will again review the value of the 2021 LTIP
award at vesting, to ensure that any gain
reflects the Group’s performance rather
than a windfall due to general stock market
rises since the time of grant; however, the
Committee considers the risk of windfall
gain unlikely given Morgan Advanced
Materials’ relatively strong share price
position at the time of grant.

In all cases and in keeping with its usual
approach, the Committee reviewed these
outcomes in the context of the Group’s
underlying performance. The Committee
concluded from this review that, in the
round, a below-target bonus outturn

and modest vesting under the 2021 LTIP
balances appropriately Morgan Advanced
Materials’ underlying performance over
the relevant time horizon, the stakeholder
impact of the cyber security incident

and the Executive Directors’ significant
contribution to the recovery from that

in 2023. As a result, the Committee
determined that no discretion needed

to be applied in respect of 2023
remuneration outcomes.

Implementation of Policy in 2024

In keeping with our usual approach, salary
increases have been determined by the
Committee in the context of the continued
performance of the Group in 2023, labour
market conditions, and the average salary
increase awarded to the wider workforce.

The process for reviewing Executive
Director salaries takes into account
individual and Group performance,
demonstration of the defined Leadership
Behaviours and salary position relative to
the relevant market, and remains consistent
with the approach taken for the entire
professional population. However, the
Committee also continued to factor into
its decision-making this year the prevailing
inflationary environment and its ongoing
and asymmetric cost-of-living impact on
different organisational levels of the Group.

In this context, the Committee determined
to award salary increases of 4% for

both the CEO and CFO (compared to

the average increase for the wider UK
workforce of 4%, and 5% for colleagues
with similar performance ratings). The
Committee also approved a 4% increase to
the Chairman’s fee, and the Chairman and
Executive Directors approved a similar 4%
increase to the non-Executive Directors’
base fee for 2024.

As disclosed later in this Report, an increase
to the additional Committee Chair and
Senior Independent Director fees

was also approved, to more closely align

to market rates, and to better reflect the
responsibilities and time commitment of
these roles.

The Committee also reviewed the
structure of the annual bonus and LTIP
plans to ensure that the framework remains
appropriately aligned with our strategic
aims and culture, motivates and rewards
management for delivering sustainable
performance, and supports retention.

No changes are proposed to the
performance linkage of the annual bonus
for 2024 as measures remain aligned to
Morgan Advanced Materials’ key objectives,
including ESG measures being covered in
the Executive Directors’ personal objectives
and therefore reflected in the personal
performance element of the bonus.

For the LTIP, it is proposed to maintain

ESG targets at 5% to 15% carbon reduction
over the three-year performance period,
reflecting our stated longer-term ambition
to reduce carbon emissions by 50% by
2030 (from a 2015 baseline). The EPS
performance range for the 2024 LTIP will
be set at 9% to 16% per annum over

the three-year performance period. The
higher range for this year reflects the lower
earnings starting point in 2023 as a result of
the cyber security incident. The Committee
considers this to be appropriately
challenging in the context of the Group’s
strategic plan, external market factors and
broker forecasts. No changes are proposed
to the TSR (Total Shareholder Return)
benchmarks and relative TSR performance
range (median-upper quartile). It is
proposed to maintain the ROIC" range for
that element of the Executive Directors’
2024 LTIP at 17% to 20%, to reflect our
latest expectations for performance over
the three-year performance period.

For the annual bonus, the performance
ranges for EBITA and year-end working
capital have been set to reflect the Group’s
budget as well as the continued economic
volatility externally (and the potential impact
this may have on performance outcomes).
Annual bonus targets are considered to be
commercially sensitive at this time but will
ordinarily be disclosed in next year’s
Remuneration Report.
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This report is consistent with the current
reporting regulations for Executive
remuneration and, as in prior years,
includes a Remuneration at a glance section
summarising the key elements of Executive
Director remuneration. | hope we have
been successful in continuing to achieve the
clarity and transparency that will be of help
to our shareholders.

Helen Bunch
COMMITTEE CHAIR
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Remuneration at a glance

Components of remuneration
Pay at risk
@ Salary + @ Pension and Benefits = @ Fixed total

+ = Total remuneration

Pete Raby (CEO) Richard Armitage (CFO)

@ Annual bonus  + LTIP

@ Variable total

Key features of how our executive remuneration policy will be implemented in 2024

Fixed components

Fixed 24% Fixed 27%
@ Annual bonus 33%
LTIP 43%
Variable 76% Variable 73%

@ Annual bonus 36.5%

Base salary Policy .
Pete Raby £645.000 Executive Direc.tors' salaries are gehgrally reviewed LTIP 36.5%
(CEO) each January, with reference to individual and Group
. . performance, experience and salary levels at companies
?\CICF%;d Armitage £459,680 of similar sector, size and complexity.
Pension and other benefits
Pension Benefits (estimated values) Policy P .
Pete Raby 8% of salary Pete Raby £14,584 Pension cqntribgtions (and/or. cash inllieu thereof) @ypScenanos
(CEO) (CEO) for Executive Directors are aligned with the level
Richard Armi 8% of sal Richard Armi £13.320 of contributions available to the UK workforce. Pete Raby (CEO)
(l:chr rmitage o of salary (l:chr rmitage ’ Other benefits can include company car/car allowance,
( ) ( ) health insurance and, where appropriate, relocation g
allowances and other expenses. Stretch with 50% 53% £3,614Kk g
. . 8
Variable components, annual bonuses share price increase ﬁ
Maximum opportunities Performance measures Policy Stretch 43% £2,969k
for 2024 weighting Maximum award opportunity: 150% of base salary
(no change) Performance measures are set by the Committee at the Target 47% 32% 2%  £1,517k
Pete Raby 150% of salary ~ Adjusted 40% start of the year and are welighlted to riﬂect a balance -
(CEO) operating profit’ Ef ﬁnancrcllclj gnj slt.rategécl obJech‘uve'sl;1 6|Z % of aqydannual Below threshold 100% £711k
. . o 5 onus paid is delivered in cash with the remainder
PécFI'grd Armitage 150% of salary Yearl;end o 40% deferred into shares and released after a further period 0 1,000 2,000 3,000 4,000
( ) working capita of three years. 50% of the bonus opportunity is paid
i 9 Richard Armit CFO
Strategic personal ~ 20% for on-target performance. ichard Armitage (| )
objectives
LTIP
. [ o o,
Maximum opportunities Performance measures Policy S;remh ;?V‘th, — mid LR
for 2024 weightin Maximum award opportunity: 200% of base salary. share price increase
ghting pp Y )4
" - ”
Pete Raby 200% of salary TSR vs FTSE 15% Thg award. levels and performance corjdltlons on Stretch 36'5% £1,889%
(CEO) All-Share which vesting depend are reviewed prior to the start
Industrials Index of each award cycle to ensure they remlain apprppriate. Target 49% 34% 17% | £1,027k
Richard Armitage 150% of salary ~ TSR vs peer group  15% Vested shares are subject 0 a post-vesting holding
(CFO) 8 ° 4 peer group ° period of two years. The vesting of awards is usually Below threshold £510k
EPS growth 27.5% subject to continued employment and to the Group's
Group ROIC’ 27.5% performance over a three-year performance period. 0 200 1,000 220 21080 4,509
ESG (carbon 59 25% of an award vests for achievement of the threshold
reduction) ° level of performance. @ Variable @ Fixed total (base salary, pension and benefits) @ Annual bonus LTIP

The assumptions made in compiling the above charts can be found on page |13.

Shareholding requirements

Pete Raby (CEO) 200% of salary
(current shareholding 291.2%)

Richard Armitage (CFO) 200% of salary
(current shareholding 82.6%)
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Remuneration report continued

This report covers the period | January 2023 to 31 December 2023 and provides details of how the Remuneration Committee has
operated and implemented the Remuneration Policy, approved by shareholders at the 2022 AGM, during the year under review.
The proposed implementation of this Policy for the 2024 financial year is summarised on pages 105 to 107.

I. Policy report

Key principles of the Remuneration Policy

The Remuneration Committee aims to ensure that all executive remuneration packages offered by Morgan Advanced Materials are
competitive and designed to promote the long-term success of the Company by ensuring that we are able to attract, retain and motivate
Executive Directors and senior executives of the right calibre to create value for shareholders.

The Committee ensures that a significant proportion of the total remuneration opportunity is performance-related, with an appropriate
balance between short-term and long-term performance, and is based on the achievement of measurable targets that are relevant to,
and support, the business strategy through the execution of the Policy.

The Remuneration Committee will keep the Remuneration Policy under periodic review to ensure it remains aligned with the Group’s
strategy, reinforces the Group’s culture, and is in line with the principles set out in the UK Corporate Governance Code in relation to
Directors’ remuneration. This includes ensuring that performance-related elements are transparent, stretching and rigorously applied,
as well as reflecting the views and guidance of institutional investors and their representative bodies.

Summary of Morgan Advanced Materials plc’s Remuneration Policy

This section of the Report sets out the current Remuneration Policy for Executive Directors and non-Executive Directors. This Policy
remains unchanged from that which was approved by shareholders at the Company’s AGM on 5 May 2022, and which is effective for
a period of up to three years from that date. The only updates to the Policy report published in the 2021 Annual Report are: (i) page
numbers; (i) the section on performance measure selection (which has been updated to relate to 2024 incentive cycles); (iii) the pay
scenario charts (which have been updated to reflect the implementation of Policy for the 2024 financial year); and (iv) the opportunity
section under ‘Pension’ (to drop references to legacy arrangements in place prior to 31 December 2022).

The Committee has developed the Remuneration Policy to be consistent with the six factors outlined in Provision 40 of the Code,
as set out below:

Clarity: Our Policy is clear, and disclosures on our decision-making (in relation to policy and its implementation) are transparent.
The Committee also engages regularly with shareholders and employees to facilitate a greater understanding on a range of subjects,
including remuneration.

Simplicity: The Policy and the Committee’s approach to implementation is simple and well understood. The performance measures
used in the incentive plans are well aligned to the Group's strategy.

Risk: The Committee has ensured that remuneration arrangements do not encourage or reward excessive risk taking by setting targets
to be stretching and achievable, with discretion to adjust formulaic bonus and LTIP outcomes.

Predictability: The range of outcomes under our Policy are quantifiable, clearly linked to defined performance outcomes and capped.

Proportionality: The link of the performance measures to strategy and the setting of targets ensures outcomes are proportionate to
performance, and importantly do not reward poor performance.

Culture: The Policy is consistent with the Group’s culture, driving behaviours that promote the long-term sustainable success of the
Group for the benefit of all stakeholders.

Purpose and link
to strategy

Operation

Opportunity

109

Performance metrics

Fixed pay

Base salary

Provides the fixed
element of the
remuneration package.
Set at competitive levels
against the market.

Pension

Provides post-retirement
benefits for participants

in a cost-efficient manner.

Benefits

Designed to be
competitive in the
market in which the
individual is employed.

Base salaries are generally
reviewed each January, with
reference to an individual’s
performance (and that of the
Group as a whole), their
experience and the range

of salary increases applying
across the Group.

The Committee also considers
salary levels at companies

of similar sector, size

and complexity when
determining increases.

Defined contribution scheme
(and/or a cash allowance in
lieu thereof).

Can include company car/car
allowance, health insurance and,
where appropriate, relocation
allowances and other expenses.

Our policy is to pay salaries that are
broadly market-aligned, with increases
applied in line with the outcome of the
annual review. Salaries in respect of the
year under review (and for the following
year) are disclosed in the Annual Report
on Remuneration.

Salary increases for Executive Directors
will normally be within the range of
increases for the general employee
population over the period of this Policy.
Where increases are awarded in excess
of those for the wider employee
population, for example in instances of
sustained strong individual performance,
if there is a material change in the
responsibility, size or complexity of the
role, or if an individual was intentionally
appointed on a below-market salary,
the Committee will provide the rationale
in the relevant year's Annual Report

on Remuneration.

Contributions (or cash in lieu thereof)
are — and, for any new appointments,
will be — aligned with the level of
contribution available to the UK
workforce at that time.

Benefits values vary by role and are
reviewed periodically relative to
the market.

[t is not anticipated that the cost of
benefits provided will change materially
year-on-year over the period for

which this Policy will apply.

The Committee retains the discretion
to approve a higher cost in exceptional
circumstances (eg relocation expenses,
expatriate allowances etc) or in
circumstances where factors outside the
Group's control have changed materially
(eg market increases in insurance costs).

Benefits in respect of the year
under review are disclosed in the
Annual Report on Remuneration.

An Executive Director’s
performance (and that of

the Group as a whole) and also
their demonstration of the
defined Leadership Behaviours,
are taken into account when
making decisions in relation

to base salary.
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Not applicable.

Not applicable.
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Purpose and link
to strategy

Operation Opportunity Performance metrics

Variable pay

Annual bonus

Provides a direct link
between annual

performance and reward.

Incentivises the
achievement of specific
goals over the short
term that are also
aligned to the long-term
business strategy.

Deferred bonus supports
retention and provides
additional alignment

with the interests of
shareholders.

Bonuses for the Executive
Directors may be based

on a combination of financial
and non-financial measures.
The weighting of non-financial
performance will be

capped at 30% of the
maximum opportunity.

Performance measures are set ~ Up to 150% of salary.
by the Committee at the start
of the year and are weighted
to reflect a balance of financial
and strategic objectives.

The payout for threshold
performance may vary year-on-year
but will not exceed 25% of the
maximum opportunity.

At the end of the year, the

Remuneration Committee

determines the extent to which

these have been achieved. The Committee retains
discretion to adjust the bonus
outcome if it considers that
the payout is inconsistent with
the Company’s underlying
performance when taking
into account any factors it
considers relevant.

To the extent that the
performance criteria have been
met, up to 67% of the resulting
annual bonus is paid in cash.
The remaining balance is
deferred into shares and
released after a further period
of three years, subject to
continued employment only.

Further details are set out in the
Annual Report on Remuneration

Cash and deferred share on pages 116 to 130.

bonuses awarded for
performance will be subject to
malus and clawback until the
end of the deferral period.
Further details of our Malus
and Clawback Policy are set
out at the end of this table.

Dividends may accrue over

the deferral period on deferred
shares that vest. Any dividends
that accrue will be paid in shares
at the end of the vesting period.

Purpose and link
to strategy

Operation

Opportunity

Performance metrics

Long-Term Incentive
Plan (LTIP)

Aligns the interests of
executives and
shareholders with
sustained long-term
value creation.

Incentivises participants to
manage the business for
the long term and deliver
the Company'’s strategy.

Sharesave

A voluntary scheme,
open to all UK
employees, which
aligns the interests of

The Remuneration Committee
has the authority each year to
grant an award under the LTIP.

The award levels and
performance conditions on
which vesting depends are
reviewed prior to the start

of each award cycle to ensure
they remain appropriate.
Vested shares are subject

to a post-vesting holding
period of two years.

Awards are subject to malus
and/or clawback for a period of
five years from the date of grant.
Further details of our Malus and
Clawback Policy are set out at
the end of this table.

Dividends may accrue on vested

shares during the holding period.

An HMRC-approved scheme
where employees may save

up to a monthly savings limit
out of their own pay towards
options granted at up to a 20%
discount. Options may not be

Under the Policy, the LTIP provides
for a conditional award of shares up
to an annual limit of 200% of salary.

25% of an award vests for achievement
of the threshold level of performance.

Up to the savings limit as determined
by HMRC from time to time, across
all Sharesave schemes in which an
individual has enrolled.

The vesting of awards is usually
subject to continued employment
and the Group's performance
over a three-year performance
period. This is currently based

on a combination of TSR, EPS,
ROIC" and ESG measures.

The Committee has discretion to
extend the performance period
and adjust the measures, their
weighting and performance
targets prior to the start of each
cycle, to ensure they continue to
align with the Group's strategy.

The Committee also retains
discretion to adjust the vesting
outcome if it considers that the
level of vesting is inconsistent
with the Company’s underlying
performance when taking

into account any factors it
considers relevant.
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Further details of the measures
attached to the LTIP awarded in
the year under review (and the
coming year) are set out in the
Annual Report on Remuneration
on pages |16 to 130.

None.

participants with those
of shareholders through
any growth in the value
of shares.

exercised for three years.

Malus and Clawback Policy

Malus and clawback will apply to the annual
bonus and LTIP (as set out above) in cases
of error in determining performance,
corporate failure, misconduct or material
misstatement in the published results

of the Group or where, as a result of

an appropriate review of accountability,

a participant has been deemed to have
caused in full or in part a material loss for
the Group as a result of reckless, negligent
or wilful actions or inappropriate values
or behaviour, including (but not limited to)
significant breaches of EHS codes, fraud
or other events which may cause serious
reputational damage. Cash bonuses will be
subject to clawback, with deferred shares
subject to malus over the deferral period.
LTIP awards are subject to malus and
clawback over the vesting period to the
fifth anniversary of grant.

Payments under existing awards

The Company will honour any commitment
entered into, and Directors will be eligible
to receive payment from any award
granted, prior to the approval and
implementation of the Remuneration
Policy detailed in this Report (ie before

5 May 2022), even if these commitments
and/or awards fall outside the above

Policy. The Company will also honour any
commitment entered into at a time prior to
an individual becoming a Director if, in the
opinion of the Committee, the payment
was not in consideration of the individual
becoming a Director of the Company.
Details of these awards will be disclosed

in the Annual Report on Remuneration.

Difference in policy between
Executive Directors and

other employees

The Remuneration Policy for other
employees is based on principles broadly
consistent with those described in this
Report for the Executive Directors’
remuneration. Annual salary reviews across
the Group take into account individual
and business performance, demonstration
of the defined Leadership Behaviours,
experience, local pay and market
conditions, and salary levels for similar
roles in comparable companies.
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All executives are eligible to participate

in an annual bonus scheme. Opportunities
and performance measures vary by
organisational level, geographical region and
an individual's role. Other senior executives
participate in the LTIP on similar terms to
the Executive Directors, although award
sizes and performance measures may

vary according to each individual, and by
organisational level. Below this level,
executives are eligible to participate in the
LTIP and other share-based incentives by
annual invitation.

Use of discretion

To ensure fairness and align Executive
Director remuneration with underlying
individual and Group performance, the
Committee may exercise its discretion to
adjust, upward or downwards the outcome
of any short- or long-term incentive plan
payment (within the limits of the relevant
Plan Rules) for corporate or exceptional
events including, but not limited to:
corporate transactions, changes in the
Group's accounting policies, minor or
administrative matters, internal promotions,
external recruitment and terminations.

Any adjustments in light of corporate events
will be made on a neutral basis, meaning
that they will not be to the benefit or
detriment of participants.

Any use of discretion by the Committee
during the financial year under review will
be detailed in the relevant Annual Report
on Remuneration.

Performance measure selection
The Committee considers carefully the
selection of performance measures at the
start of each performance cycle, taking
into consideration the macro-economic
environment as well as specific Group
strategic objectives.

Annual bonus measures are selected to
reinforce the Group'’s short-term KPIs.
Because these can change from year to year
(in line with the Remuneration Policy),
information on the rationale for the
selection of bonus measures for each

year will be detailed in the relevant year's
Annual Report on Remuneration.

LTIP performance measures are reviewed
periodically to ensure they continue

to align with the Company’s strategy,

as well as provide an appropriate balance
between growth and returns, internal and
external performance, and absolute and
relative performance.

For 2024 awards, the TSR element of the
LTIP award will continue to comprise two
parts. One-half of the TSR element will
vest subject to the Group’s performance
relative to a TSR benchmark comprising
the 83 constituents of the FTSE All-Share
Industrials Index.

This benchmark is robust to merger

and acquisition activity and comprises
companies that are subject to the same
market influences as Morgan Advanced
Materials plc. The remaining half of the
TSR element will vest subject to our
performance relative to a TSR benchmark
comprising 15 listed international carbon,
ceramics and other materials companies.
This benchmark was selected to
complement the FTSE All-Share Industrials
Index with a group of companies that better
reflect our business, the markets in which
we operate and the geographical footprint
of the Group. For each part of the TSR
award, the vesting performance range is
calibrated to be stretching and in line

with common market practice for FTSE
TSR-based long-term incentives.

EPS targets are set taking account of
multiple relevant reference points, including
internal forecasts, external expectations
for future EPS performance at both
Morgan Advanced Materials plc and its
closest sector peers, and typical EPS
performance ranges at other FTSE 350
companies. LTIP EPS performance ranges
are set to represent demanding and
challenging performance targets over

the three-year performance period.

ROIC targets are set using a similar
approach to the EPS targets, after
consideration of external reference points
and reflecting the returns required to meet
and exceed the Group's internal strategic
plan. For the 2024 LTIP cycle, ROIC" will
continue to be calculated as follows:

Group headline operating profit®
(pre-specific adjusting items)
|2-month average (third-party working
capital + total fixed assets + total
intangible fixed assets)

The ESG measure is based on the
percentage reduction in CO, emissions,
with targets aligned to Morgan Advanced
Materials’ overall strategic goals.

Share ownership guidelines

In order to encourage alignment with
shareholders, Executive Directors are
required to build and maintain an individual
shareholding in the Company equivalent to
at least 200% of base salary. The required
level of shareholding is expected to be
achieved within five years of an Executive
Director’s appointment. Executive
Directors’ shareholdings are reviewed
annually by the Committee to ensure
progress is being made towards
achievement of the guideline level of
shareholding. If it becomes apparent to

the Committee that the guideline is
unlikely to be met within the timeframe,
the Committee will discuss with the
Director a plan to ensure that the guideline
is met over an acceptable timeframe.

From 2019, Executive Directors have also
been subject to a post-employment
shareholding requirement. Executive
Directors are required to hold shares

at a level equal to the lower of the share
ownership requirement or the actual
shareholding on departure for a period of
one year from departure date. The Group’s
relatively short business cycle ensures the
Board has good visibility within a 12-month
period of the quality of decision-making
and, in addition, unvested awards for good
leavers subsist to the normal vesting date
(albeit pro-rated for time), ensuring
incentive outcomes remain linked to the
Group’s performance beyond the date

of cessation. The Committee retains the
discretion to modify the post-employment
shareholding requirement in certain,
extraordinary circumstances; for example,
on a change of control during the period
or if a conflict of interest arises with an
Executive Director’s next appointment.

Current Executive Director shareholdings
are set out in the Annual Report on
Remuneration on page 126.

External appointments

With the approval of the Board in each
case, and subject to the overriding
requirements of the Group, Executive
Directors may accept external
appointments as non-Executive Directors
of other companies and retain any fees
received. Details of external directorships
held by Executive Directors along with fees
retained are provided in the Annual Report
on Remuneration on page 121.
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Pay for performance: scenario analysis

The graphs below provide detailed illustrations of the potential future reward opportunity for Executive Directors, and the potential mix
between the different elements of remuneration under four different performance scenarios; ‘Below threshold’, ‘Target’, ‘Stretch’ and
‘Stretch with 50% share price appreciation’. These have been updated to illustrate the potential opportunity under the 2024 packages
approved for Executive Directors.

Pete Raby (CEO) Richard Armitage (CFO)

Stretch with 50%  PIGZINPYES 53% £3,614k  Stretch with 50%  PEEA 31% 46% £2,234k

share price increase share price increase

Stretch 24%  33% 43% £2,969k Stretch 27% BIORVCM 36.5% £1,889k

Target 47%  32% PIEZRARINAL Target 49% REC7M 7% £1,027k
Below threshold ~ [KOOEZMM £7 1 1k Below threshold  FNJOEZSN £5 | Ok

0 1,000 2,000 3,000 4,000 0 500 [,000 1,500 2,000 2,500

@ Fixed total (base salary, pension and benefits) @ Annual bonus LTIP

The potential reward opportunities illustrated above are within the 2022 Policy applied to the annual base salary in effect at | January
2024. For the annual bonus, the amounts illustrated are those potentially receivable in respect of performance for 2024 (before mandatory
deferral into shares). The LTIP is based on the face value of awards to be granted in 2024 (200% of salary for the CEO and 150% for

the CFO). It should be noted that any awards granted under the LTIP in a year do not normally vest until the third anniversary of the

date of grant. This illustration is intended to provide further information to shareholders on the relationship between executive pay and
performance. The value of the LTIP assumes no change in the underlying value of the shares once an award is made, apart from in the
‘Stretch with 50% share price appreciation’ scenario. The following assumptions have been made in compiling the above charts:
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Scenario Annual bonus LTIP Fixed pay

Stretch with 50%
share price appreciation

Performance warrants full
vesting (100% of the award).
LTIP award value has additionally
been uplifted by 50%.

Maximum annual bonus.

Latest disclosed base salary,

Stretch Maximum annual bonus. Performance warrants full >
vesting (100% of the award). pension and benefits.
Target On-target annual bonus. Performance warrants threshold

vesting (25% of the award).

Below threshold No annual bonus payable. Nil vesting.

Details of Executive Directors’ service contracts

The Executive Directors are employed under contracts of employment with Morgan Advanced Materials plc. Contracts may be terminated
on 12 months’ notice given by the Company or on six months’ notice given by the Executive Director concerned. The following table
shows the date of the contract for each Executive Director who served during the year:

Date of service Notice period

Executive Director Position Date of appointment agreement From employer From employee
Pete Raby CEO | August 2015 30 January 2015 12 months 6 months
Richard Armitage CFO 30 May 2022 |6 September 2021 12 months 6 months

Exit Payments Policy

The Group's policy on exit payments is to limit severance payments on termination to pre-established contractual arrangements
comprising base salary and any other statutory payments only. In the event that the employment of an Executive Director is terminated,
any compensation payable will be determined in accordance with the terms of the service contract between the Company and the
employee, as well as the rules of any incentive plans.
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The Group may terminate the employment of an Executive Director by making a payment in lieu of notice equal to base salary, together
with the fair value of any other benefits to which the executive is contractually entitled under his or her service agreement, for the duration
of the notice period.

The Remuneration Committee will exercise discretion in making appropriate payments in the context of outplacement or the settling of
legal claims or potential legal claims by the departing Executive Director, including any other amounts reasonably owing to the Executive
Director, for example to meet legal fees incurred by the Executive Director in connection with the termination of employment, where the
Company wishes to enter into a settlement agreement and the individual must seek independent legal advice.

On termination of an Executive Director’s service contract, the Remuneration Committee will consider the departing Director’s duty to
mitigate his or her loss when determining the timing of any payment in lieu of notice. There is no automatic entitlement to bonus or the
vesting of long-term incentives on termination. However, the table that follows summarises the Policy on how awards under the annual
bonus, LTIP and deferred bonus plan will normally be treated in specific circumstances, with the final treatment remaining subject to
Committee discretion:

Treatment of awards on cessation of employment and a change of control

Reason for cessation Calculation of vesting/payment Time of vesting

Annual bonus

All reasons The Committee may determine that a bonus is payable
on cessation of employment, and the Committee retains
discretion to determine that the bonus should be paid
wholly in cash. The amount of bonus payable will be
determined in the context of the time served during the
performance year, the performance of the Group and
of the individual over the relevant period, and the
circumstances of the Director’s loss of office. If Group or
individual performance has been poor, or if the individual’s
employment has been terminated in circumstances
amounting to misconduct, no bonus will be payable.

Mandatory deferred bonus share awards

Injury, disability, death, redundancy,
retirement, or other such event
as the Committee determines

Change of control

All other reasons

Awards will normally vest in full (ie not pro-rated
for time).

Awards will normally vest in full (ie not pro-rated
for time). Awards may alternatively be exchanged for
equivalent replacement awards, where appropriate.

Awards normally lapse.

At the normal vesting date, unless the
Committee decides that awards should
vest earlier (eg in the event of death).

On change of control.

Not applicable.

LTIP awards

Injury, disability, death, redundancy,
retirement, or other such event as
the Committee determines

Change of control

All other reasons

Awards will normally be pro-rated for time and will vest
based on performance over the original performance
period (unless the Committee decides to measure
performance to the date of cessation).

LTIP awards will be pro-rated for time and will

vest subject to performance over the performance
period to the change of control. LTIP awards may
alternatively be exchanged for equivalent replacement
awards, where appropriate.

Awards normally lapse.

At the normal vesting date, unless the
Committee decides that awards should
vest earlier (eg in the event of death).

On change of control.

Not applicable.

The Remuneration Committee retains discretion, where permitted by the plan rules, to alter these default provisions on a case-by-case
basis, following a review of circumstances and to ensure fairness for both shareholders and participants.
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Approach to recruitment remuneration

External appointment

In cases of hiring or appointing a new Executive Director from outside the Group, the Committee may make use of all existing
components of remuneration, as follows:

Pay element Policy on recruitment Maximum

Salary Based on: the size and nature of the responsibilities of the proposed role, current -
market pay levels for comparable roles, the candidate’s experience, implications for
total remuneration, internal relativities, and the candidate’s current salary.

Pension Option to join the defined contribution scheme available to the wider workforce. In line with
If the Executive Director is ineligible to join the standard defined contribution Policy limits.
scheme, the Company may grant a cash allowance of equivalent value.
Benefits As described in the Policy table and may include, but are not limited to, car, -
medical insurance, and relocation expenses and/or allowances.
Sharesave New appointees will be eligible to participate on identical terms to all other UK employees.  Up to HMRC limits.
Annual bonus As described in the Policy table and typically pro-rated for the proportion of the Up to 150% of salary.

year served; performance measures may include strategic and operational objectives
tailored to the individual in the financial year of joining.

LTIP New appointees may be granted awards under the LTIP on similar terms to
other executives.

Up to 200% of salary.

Other The Remuneration Committee may make an award under a different structure under -
the relevant Listing Rule to replace incentive arrangements forfeited on leaving a previous
employer. Any such award would have a fair value no higher than that of the awards
forfeited, taking into account relevant factors including performance conditions, the
likelihood of those conditions being met and the proportion of the vesting period
remaining. Details of any such award will be disclosed in the first Annual Report on
Remuneration following its grant.
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Internal promotion to the Board

In cases of appointing a new Executive Director via internal promotion, the Policy will be consistent with that for external appointees
detailed above. Where an individual has contractual commitments made prior to their promotion to Executive Director, the Company
will continue to honour these arrangements even if there are instances where they would not otherwise be consistent with the prevailing
Executive Director Remuneration Policy at the time of promotion.

Chairman and non-Executive Directors’ Remuneration Policy

Purpose and link to strategy Operation Opportunity Performance metrics
Annual fee' Annual fees paid to the Chairman Annual fees are applied in None.
and non-Executive Directors line with the outcome of

To attract and retain high-calibre

. . are reviewed periodically.
non-Executive Directors.

An additional fee is payable to
the Senior Independent Director,
and also in respect of chairing

a Board Committee.

each periodic review.

Currently paid 100% in cash.

I, The maximum aggregate annual fee for all non-Executive Directors (including the Chairman) as provided in the Company's Articles of Association is £750,000.

None of the non-Executive Directors has a service contract with the Company. They do have letters of appointment. The non-Executive
Directors do not participate in any of the incentive, share or share option plans. The dates relating to the appointments of the Chairman
and non-Executive Directors who served during the reporting period are as follows:

Date of letter

Non-Executive Director  Position Date of appointment of appointment Date of re-election
Douglas Caster Chairman (until 29 June 2023) |4 February 2014 I5 January 2014 n/a
lan Marchant Chairman (from 29 June 2023) | February 20232 |7 January 2023 29 June 2023
Helen Bunch Non-Executive Director 24 February 2016 |9 January 2016 29 June 2023
Laurence Mulliez Senior Independent Director 6 May 2016 4 April 2016 29 June 2023
Jane Aikman Non-Executive Director 31 July 2017 27 April 2017 29 June 2023
Clement Woon Non-Executive Director 10 May 2019 7 May 2019 29 June 2023

I. Douglas Caster received a subsequent letter of appointment on 18 December 2018.
2. lan Marchant was appointed non-Executive Director on | February 2023, prior to succeeding Douglas Caster as Chairman on 29 June 2023.
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Remuneration report continued

Consideration of stakeholder views

The Executive Management team seeks to promote and maintain good relations with employee representative bodies — including trade
unions and works councils — as part of its broader employee engagement strategy and consults on matters affecting employees and
business performance as required in each case by law and regulation in the jurisdictions in which the Group operates. When making
decisions on executive remuneration, the Committee considers the pay and employment conditions across the Group.

Engagement with employees on remuneration is currently achieved through non-Executive Director employee listening sessions where
employees have the opportunity to raise issues. The non-Executive Directors held several employee listening sessions in 2023, to ensure
that the Board understands the views of employees and the impact its decisions have on them. They engaged with the employees on

a broad range of topics, including reward and benefits. Details of these employee sessions can be found on pages 86 to 87. In addition,
we undertake an annual engagement survey, ‘Your Voice', in order to better understand the views of a wider range of employees.

The engagement survey includes a range of specific questions on the Company’s pay practices and presents an opportunity for the
workforce to share feedback and ask its own questions about employee or executive reward. Through the feedback from the engagement
survey, supplemented with the learnings from the employee listening sessions, the views of Morgan Advanced Materials employees are
represented at Remuneration Committee meetings. This enables the Remuneration Committee to take into account those views when
considering executive remuneration and the pay and employment conditions throughout the wider workforce.

Laurence Mulliez, our Senior Independent Director and a member of the Remuneration Committee, met with employees on the Ignite
and Catalyst leadership programmes in March 2023 to discuss reward and executive remuneration matters. It was a useful session; the
employees were reassured to hear about the Board’s rigour around fairness for the consideration of reward for the Executive Directors
in line with that of the wider workforce. In the UK, engagement is further facilitated by the Sharesave programme, which enables UK
employees to become shareholders and provides them with the same voting rights as other shareholders in relation to resolutions for
approval at the AGM (and which include executive remuneration matters). Prior to the annual salary review, the Committee is provided
with pay increase data that individual business units consider when deciding local pay awards for their specific businesses and countries.
The Committee is also kept fully informed of remuneration policy and implementation decisions affecting the wider workforce.

This important context forms part of the Committee’s considerations for determining Executive Director remuneration. See also

the Stakeholders section on pages 26 to 29.

The Committee considers shareholder views received during the year and at the AGM each year, as well as guidance from investor
representative bodies more broadly, when shaping and implementing Morgan Advanced Materials’ Remuneration Policy. The Committee
keeps the Remuneration Policy under regular review, to ensure it continues to reinforce the Group'’s long-term strategy and aligns
Executive Directors’ interests with those of shareholders. It is the Committee’s policy to consult with major shareholders prior to

any major changes to its executive Remuneration Policy.

During 2023, the Board received twice-yearly updates from the Group Pensions Director on matters concerning the global defined benefit
pension schemes and met with the Chair of trustees of the Group pension trusts in February 2023 to ensure the views of the trustees on
key pension matters are understood and taken into consideration.

2. Annual report on remuneration
The following section provides details of how the Remuneration Policy was implemented during 2023 and will be implemented in 2024.
Single total figure of remuneration for Executive Directors (audited)

The table below sets out a single figure for the total remuneration received by each Executive Director for the year ended 3| December
2023 and the prior year.

Pete Raby Richard Armitage'

2023 2022 2023 2022
|. Salary £620,000 £596,000 £442,000 £249,551
2. Pension £49,600 £104,000 £35,360 £19,964
3. Benefits £14,031 £13,637 £13,320 £8,378
Fixed pay subtotal £683,631 £713,637 £490,680 £277,893
4. Bonus £399,193 £246,708 £291,216 £102,623
5. LTIP £102,093 £589,693 n/a n/a
6. Other - £1,800 - £444,800
Variable pay subtotal £501,286 £838,201 £291,216 £547423
Total £1,184,917 £1,551,838 £781,896 £825,316

I Richard Armitage joined the Board on 30 May 2022. His remuneration for 2022 reflects the period 30 May to 3| December 2022.

The figures have been calculated as follows:

|. Base salary: amount earned for the year

2. Pension: the figure is a cash allowance in lieu of pension (8% of base salary, aligned with the level of contributions available to the
UK workforce).
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3. Benefits: the taxable value of benefits received in the year. Includes private medical insurance and a company car (or car allowance)

4. Bonus: the total bonus earned on performance during the year (before any mandatory deferral into shares). In accordance with the
Remuneration Policy, 67% of the amount shown above will be paid in cash, with the remaining 33% deferred into shares which will
be released after three years subject to continued employment

5. LTIP: the estimated value on 31 December 2023 of 2021 LTIP shares vesting in 2024, subject to performance over the three-year
period ended 31 December 2023. Richard Armitage, who joined Morgan Advanced Materials in 2022, did not participate in this LTIP
cycle. Figures are based on the average share price for the three months to 31 December 2023 of 249.16p. The figure for 2022 has been
trued up from that disclosed in last year’'s Remuneration Report (£696,494) to reflect the share price on the vesting date (5 October
2023) of 239.52p (362,377 shares X 67.94% X 239.52p = £589,693). The impact of share price movement on the vesting value of
Pete Raby’s 2021 LTIP award is as follows:

Pete Raby Richard Armitage

Value of awards vesting using share price at award (315.3p) £129,194 n/a
(276,486 shares x 14.82% x 315.3p)

Value of awards vesting using 3-month average £102,093 n/a
share price at 3| December 2023 (249.16p) (276,486 shares x 14.82% x 249.16p)

Impact of share price movements on vesting values -£27,101 n/a

6. Other: 2022 values for Pete Raby and Richard Armitage comprise the value (£1,800) of Sharesave options granted in the year, based
on the embedded value at grant (20% of the grant date share price multiplied by the number of options granted). For Richard Armitage,
in addition to Sharesave options, 2022 ‘other’ value includes a one-time award of restricted shares with a face value on grant of
£443,000, granted in 2022 following his appointment to offset forfeited bonus from his prior employer. This award vested to
Richard Armitage at the end of May 2023, on the first anniversary of grant.

Incentive outcomes for the year ended 31 December 2023

Annual bonus in respect of 2023 performance

Targets for the annual bonus are set by the Remuneration Committee, taking into account the short- and long-term requirements of the
Group. Challenging goals are set, which must be met before any bonus is paid. This approach is intended to align executive reward with
shareholder returns by rewarding the achievement of ‘stretch’ targets.

For 2023, the bonus targets for the Executive Directors were split between adjusted operating profit” before restructuring (weighted
40%), year-end working capital” (weighted 40%) and individual strategic personal objectives (weighted 20%). The targets were set to
incentivise the Executive Directors to deliver stretching profit and cash performance for the Group. Performance in line with target
results in a payout of 50% of maximum.

The table that follows sets out retrospectively the assessment of performance relative to the 2023 bonus targets for the Executive
Directors. Actual bonus payments are shown in the single total figure of remuneration table on page |16. In accordance with the
Remuneration Policy, 67% of the amount reported will be paid in cash, with the remaining 33% deferred into shares which will be
released after three years subject to continued employment.

Performance range

Actual
% of maximum Threshold Maximum  performance % payout % salary
Performance measure bonus element (0% payout) (100% payout) outcome of element earned
Adjusted operating profit” 40% [19.3m 137.0m 124.4m 60.3% 36.2%
Year-end working capital” 40% 183.2m 162.4m 182.8m 2.0% 1.2%

Personal objectives
Pete Raby 20% Please see narrative below for 90% 27%
Richard Armitage 20% further details on objectives and 95% 28.5%
performance against these
% of salary earned
Maximum Adjusted

bonus operating Year-end Personal
Overall outcome (% salary) profit” working capital” objectives  Total outcome  Total payable
Pete Raby 150% 36.2% 1.2% 27% 64.4% £399,193
Richard Armitage 150% 36.2% 1.2% 28.5% 65.9% £291,216

I For the financial measures in the 2023 bonus, the payout curve included an additional on-target performance level at which the payout was calibrated to be 50% of each element.
On-target adjusted operating profit* was £121.2m and on-target year-end working capital* was £172.8m. For both elements, there was a straight-line payout between threshold
and on-target, and between on-target and maximum. All figures were calculated using 2023 budgeted exchange rates.

For 2023, personal objectives were set for each Executive Director to focus on Morgan Advanced Materials’ key execution priorities
(Big positive difference, Innovate to grow and Delight the customer), improving Morgan Advanced Materials’ operational performance,
and recovery from the cyber security incident at the start of the year.
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Collective goals for 2023 (which applied to each Executive Director) included:

(1) Continue to develop and embed the safety culture of the business (actively engaging our employees, completing the deployment of
the new safety system, reducing the Group LTA rate below 0.25 by year end, and driving ‘Don’t Walk By’ reporting to 200 — a 5%
improvement over 2022)

(2) Drive diversity by increasing the percentage of women in leadership to 32% — an increase of 3% from year end 2022
(3) Drive employee engagement, increasing the outcome of the “Your Voice’ survey by 3%

(4) Ensure Morgan Advanced Materials recovers from the cyber security incident at the earliest opportunity with non-compromised
ERP systems online by end of March, provision of data and systems to support the completion of the audit, implementation of new
ERP solutions for unrecoverable sites by end of July

(5) Work with the GBUs to develop plans to reduce structural costs by £20 million per year by 2025 through plant consolidation,
automation, shared services and other restructuring; and

(6) Develop and execute an IR campaign to refresh investor understanding of the equity story following the capital markets event —
developing a target list of US, UK and European investors and completing two sets of US roadshows and site visits.

In addition to the above, the following individual objectives were set for Pete Raby:

(1) Develop plans to accelerate the organic growth rate of the Group, enhancing plans for faster growing segments to achieve 10% volume
growth CAGR from 2022-2025, and for the core to achieve 5%+ volume growth CAGR from 2022-2025; and

(2) Develop plans to enhance the customer focus of the Group, improving the customer experience and increasing innovation to meet
their needs, developing common ‘voice of the customer’ and needs-based segmentation tools and deploying across the GBUs,
completing VoC activities in each GBU and developing and executing plans to address the priority improvement areas identified,
and developing plans to conduct needs-based segmentation pilot activities in each GBU.

In addition to the collective goals identified above, Richard Armitage’s individual objectives for 2023 were to:

(1) Continue to strengthen the M&A pipeline leading the GBUs to complete segment acquisition strategies based on bottom-up market
research and analysis, targeting a qualified pipeline of 20 prospects by year end, and having a transaction ready to execute by the second
half of the year; and

(2) Improve cash management across the Group, strengthening the Group-wide cash management process, strengthening capital
investment disciplines to improve prioritisation and returns, and developing and maintaining monthly Group-level cash forecasting.

Performance of our leaders is assessed against all expectations of the role, specific personal objectives that are set and how outcomes are
delivered with reference to our defined Leadership Behaviours.

Reflecting the Committee’s assessment of each of these objectives individually, the personal performance element has been assessed at
90% of the maximum to reflect Pete Raby’s delivery against the objectives set and the Leadership Behaviours demonstrated in doing so.
In particular, the Committee noted:

> the significant progress on accelerating the implementation of a new ERP solution (work on which was already underway prior to the
cyber security incident) while still delivering for our customers;

> continued improvements in Morgan Advanced Materials’ safety processes and systems, and additional training for all of our people,
resulting in an improvement to our LTA rate over the prior year; and

> continued good progress towards our sustainability goals, with absolute CO, emissions reducing throughout the year, and further
process and infrastructure improvements being completed to drive water efficiency.

The Company also continues to prioritise its focus on diversity, for example through employee resource groups Military@Morgan, PRISM and
Women@Morgan. The completion of a pulse employee engagement survey in December resulted in an engagement score 1% down on the
equivalent population in the prior year, however actions continue to be driven locally and globally to improve the experience of our people.

Notwithstanding the need to focus on the recovery of the cyber security incident, the overall outcome of this element reflected that some
of the objectives set had not been met (such as employee engagement, as described above). The Committee also evaluated the wider
context of Morgan Advanced Materials’ overall performance in the year, notably Pete’s key role in leading the recovery from the incident.
In determining the payout under the personal element, the Committee considered the incentive outcomes in the round (and which reflect
the financial impact of the incident) but also the context of our continued delivery of organic revenue growth, and operating margins
within the target range in the second half of the year, which underpinned an underlying performance outturn in line with the expectations
communicated to the market in February 2023 in what continued to be a tough operating environment.

In addition to the valued contributions by Richard Armitage to the extent to which the collective goals identified above were achieved,

the Committee noted Richard'’s significant role in driving ROIC and leverage to within our target range (and operating margins in the range
in the second half of the year) despite the impact of the cyber security incident. In light of his excellent contribution to, and leadership role

in, ensuring that the Group delivered a performance outcome for the full year ahead of the expectations we set in February 2023, and the
extent to which the objectives set for Richard prior to the start of the year were assessed to be met, the personal performance element of
Richard’s bonus has been assessed at 95% of the maximum.
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Performance against the objectives above is referred to further in the Chairman’s statement and elsewhere within the Annual Report.

In addition to the achievement of the targets set, in considering any awards to be made, the Committee also takes into account the
quality of the overall performance of the Group. This year, as well as reviewing the assessed outcomes against the Group’s underlying
performance over the relevant time horizon, the Committee also reflected the specific context of the stakeholder impact of the cyber
security incident and the Executive Directors’ significant contribution to the recovery from that in 2023. The Committee concluded from
this review that, in the round, a below-target bonus outturn (together with the modest vesting outcome under the 2021 LTIP reported
below) balances appropriately these important perspectives for remuneration decision-making. As a result, the Committee determined
that no discretion needed to be applied in respect of the 2023 bonus outcome.

2020 Deferred Bonus Plan vesting

In 2020, 33% of the annual bonus earned by the incumbent Executive Directors at the time (for performance in the 2019 financial year)
was deferred into shares under the Deferred Bonus Plan (DBP), in line with the Group’s Remuneration Policy. Dividends accrued over
the deferral period on the deferred shares that vested, and the dividends were paid in shares at the end of the vesting period. Details of
Pete Raby’s DBP awards which vested in 2023 are set out in the table below. Richard Armitage, who joined Morgan Advanced Materials
in 2022, did not participate in this DBP cycle:

Number
Number of of dividend ~ Total number ~ Market value ~ Market value
DBP shares  reinvestment  of DBP shares at grant at vesting
Director Date of grant granted shares vested £ £ Date of vesting
Pete Raby 20 May 2020 116,438 8,312 124,750 1.9724 2.895 22 May 2023

2021 LTIP award vesting
Awards granted to Executive Directors in 2021 were subject to relative TSR performance, EPS growth and Group ROIC" over a three-
year period ended 31 December 2023.

Q]
Q
<
@
0
S
I
>
[a]
[

The EPS target (applying to one-third of each award) required three-year EPS growth of 15% per annum for 25% of that element to vest,
rising to full vesting for EPS growth of 22% per annum or higher. Over the period Morgan Advanced Materials plc’s actual EPS growth
was 10.9% per annum, and accordingly the EPS element of the award will not vest.

The TSR element (applying to one-third of each award) required Morgan Advanced Materials plc’s three-year TSR performance to rank at
median against two comparator groups (equally split) — the FTSE All-Share Industrials Index and a tailored comparator group comprising
15 listed international carbon, ceramics and other materials companies — for 25% of that element to vest, rising to full vesting if Morgan
Advanced Materials plc's TSR ranked at or above the upper quartile against these two comparators. Morgan Advanced Materials plc's
TSR was 0.9%, which was at the 37th percentile versus the FTSE All-Share Industrials Index and at the 20th percentile versus the tailored
comparator group. Accordingly, the TSR element of the award will not vest.

The Group ROIC" target (applying to the remaining one-third of each award) required three-year Group ROIC" of 17% for 25% of that
element to vest, rising to full vesting for Group ROIC" of 20% or higher. Morgan Advanced Materials plc's Group ROIC" was 17.78%,
and accordingly this results in a 14.82% vesting for the ROIC" element of the award.

This combined performance resulted in a partial vesting of the 2021 awards, equivalent to 14.82% of maximum. The vesting outcome is
considered by the Committee to appropriately reflect business performance. Executive Directors’ 2021 LTIP awards were granted when
Morgan Advanced Materials’ share price was 315.3 pence, reducing the risk of windfall gains from short-term stock market volatility since
the time of grant. The Committee is therefore comfortable that a windfall has not arisen.

Details of Pete Raby’s awards are set out in the table below. Richard Armitage, who joined Morgan Advanced Materials in 2022, did not
participate in this LTIP cycle.

Maximum Maximum Estimated LTIP-CSOP!

potential  potential LTIP-  Estimated LTIP LTIP-CSOP! award
Director LTIPaward CSOP'award  award vesting  award vesting exercising Date of vesting
Pete Raby 276,486 - 40,975 - — 22 March 2024

I. CSORP refers to the Company Share Option Plan — further information is included in the Details of plans section later on in this report.

For the purposes of the 2021 LTIP award (and consistent with the approach taken in previous years), the financial results were adjusted to
neutralise the effects of closed businesses during the relevant period and specific adjusting items, to ensure performance is measured on
a basis consistent with that on which targets were set.

Share dilution

The Company manages dilution rates within the standard guidelines of 10% of issued Ordinary share capital in respect of all-employee
schemes and 5% in respect of discretionary schemes. Only market purchased shares, held in the Company’s Employee Benefit Trust
(EBT), have been used for the purpose of satisfying awards under these schemes that have vested since 2012. It is the Company’s
intention to use market purchased shares to satisfy awards vesting in 2024. Further information regarding the EBT can be found on
pages 133, 177,203 and 211.
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2022 recruitment award vesting
As noted in last year's report, Richard Armitage was granted a one-time award of restricted shares to offset bonus forfeited from his
previous employer. Details of Richard Armitage’s award, which vested in 2023, are set out in the table below.

Market value Market value

Number of Number of at grant at vesting
Director Date of grant  shares granted  shares vested £ £ Date of vesting
Richard Armitage 30 May 2022 144,252 144,252 3.071 2.882 30 May 2023

Pension (audited)
In 2023, Pete Raby and Richard Armitage each received a cash allowance in lieu of pension of 8% of base salary, which is in line with the
pension contribution available to the wider UK workforce.

Non-Executive Director fees (audited)
The table below sets out the fees received by each non-Executive Director in respect of the year ended 31 December 2023 and the
prior year.

Douglas Caster lan Marchant

(until 29 June) Helen Bunch Laurence Mulliez Jane Aikman Clement Woon (From | February)

2023' 2022 2023 2022 2023 2022 2023 2022 2023 2022 2023 2022
£100,273 £202,100 £62,820 £61,220 £62,820 £61,220 £62,820 £61,220 £54,820 £53220 £128,649 n/a

I. Douglas Caster’s 2023 fee reflects an annualised fee of £202,100, pro-rated until his retirement on 29 June 2023.

2. lan Marchant’s 2023 fee reflects an annualised fee of £54,820 from | February 2023 to 28 June 2023, and an annualised fee of £210,000 on becoming Chairman on 29 June 2023.
As disclosed in last year's report, lan Marchant also receives an £18,000 annual contribution towards the cost of administrative support. The contribution paid to him in 2023 was
pro-rated to £13,500 as he joined the Board part way through the year.

Non-Executive Directors do not receive any other fixed or variable pay, or benefits, in addition to their fee. Figures shown are inclusive
of additional fees of £8,000 payable to Laurence Mulliez as Senior Independent Director and to Helen Bunch and Jane Aikman as
Committee Chairs.

Scheme interests awarded in 2023

2023 LTIP awards

In 2023, Pete Raby and Richard Armitage were granted awards under the LTIP as shown in the table below. The performance period
for the 2023 LTIP awards is | January 2023 to 3| December 2025. Vesting outcomes will continue to be assessed to ensure they reflect
business performance and will be adjusted as appropriate.

Number of LTIP Value of awards at grant
Executive Director shares granted' £ As % of 2023 salary Date of vesting
Pete Raby 412,782 1,240,000 200% 10 May 2026
Richard Armitage 220,705 663,000 150% 10 May 2026

I, Calculated using the award price of £3.004, being the average share price for the five dealing days prior to the award date (10 May 2023).

The Committee discusses and reviews the performance criteria for new three-year LTIP awards before they are granted. For the awards
granted in 2023, the Committee considered the balance of measures in light of the Group's business plan and shareholder feedback and
decided to maintain the current weightings of the four performance criteria, with the TSR element continuing to be split into two parts.
One-half of this element will vest based on Morgan Advanced Materials’ TSR performance relative to the constituents of the FTSE
All-Share Industrials Index and one-half will vest based on Morgan Advanced Materials’ TSR performance relative to a tailored comparator
group of |5 industry comparators.

The table below sets out the targets attaching to the 2023 LTIP awards:

TSR vs FTSE All-Share % of award perform;sc: % of award % of award Group % of award (cari?)Gn % of award
Industrials Index that vests vs peer group  thatvests EPSgrowth  that vests ROIC"  thatvests reduction)  that vests
Upper quartile 5% Upper quartile 15% [1% pa 27.5% 20% 27.5% 15% 15%
Median 3.75% Median 3.75% 4% pa 6.88% 17% 6.88% 5% 3.75%
Below median Nil  Below median Nil  <4% pa Nil <17% Nil <5% Nil

For Executive Directors, a two-year holding period applies to any shares that vest in relation to the 2023 LTIP. Dividends accrue over this
holding period and will be paid on any shares that vest.

A

2023 Deferred Bonus Plan awards

In 2023, 33% of the total annual bonus earned by Pete Raby and Richard Armitage (for performance in the 2022 financial year)
was deferred into shares under the DBP, in line with Morgan Advanced Materials’ Remuneration Policy. The following DBP awards
were granted:

Value of awards at grant

Executive Director Number of DBP shares granted' Value of award £ Date of vesting
Pete Raby 27,375 82,236 10 May 2026
Richard Armitage 1,387 34,208 10 May 2026

I. Calculated using the award price of £3.004, being the average share price for the five dealing days prior to the award date (10 May 2023).

Exit payments made in year (audited)
No exit payments were made to Executive Directors during the 2023 financial year.

Payments to past Directors (audited)

As set out in last year's report, Peter Turner stepped down from the Board on 30 May 2022 and retired from the Group on 30 June 2022.
All payments made to Peter in relation to the 2022 financial year were disclosed fully in last year's Remuneration Report. Peter was treated
as a ‘good leaver’ in respect of outstanding LTIP awards. Vesting of previously-granted awards during the 2023 financial year were as
follows: 93,569 shares (inclusive of dividend) granted under the 2020 DBP on 20 May 2023, 143,941 shares and 7,237 CSOP options
under the 2020 LTIP cycle on 5 October 2023 (equivalent to 67.94% of maximum). In addition, he retains interests granted under the
DBP in 2021 and 2022 and under the LTIP granted in 2021, details of which will be disclosed on vesting in future reports.

)
External appointments %
Details of external appointments held by Executive Directors and the fees retained in 2023 are provided in the table below: g
®
Executive Director Company Role Date of appointment  Fees paid & retained
Pete Raby Hill & Smith PLC Non-Executive Director 2 December 2019 £55,455
Richard Armitage NWF Group PLC Senior Independent Director and 5 July 2020 £43,958

Chair of the Audit Committee

Implementation of Remuneration Policy for 2024

Base salary

In line with the Remuneration Policy, Executive Directors’ salaries were reviewed by the Committee and increased for 2024 at the rates
set out in the table below. As in previous years, the Group maintained the formal link between performance and pay within the senior
leadership population in 2023; specifically, taking into account individual and Group performance, as well as salary relative to the relevant
market. The increases awarded to Pete Raby and Richard Armitage were calibrated in line with this. The Committee considered the strong
performance in their roles, as well as the market positioning of their salaries, in determining to award increases. However, the increases
awarded to our Executive Directors in 2024, while in line with the average increases awarded to the wider workforce (4% in the UK),
were lower than the increases for other colleagues who received similar performance ratings (5% in the UK), reflecting the greater
pressure from the cost-of-living crisis on take-home pay for our lower-paid colleagues, and the higher incentive leverage of Executive
Director remuneration. The table below shows the base salaries in 2023, and those that took effect from | January 2024:

Base salary at:

Executive Director | January 2024 | January 2023 Increase
Pete Raby £645,000 £620,000 4%
Richard Armitage £459,680 £442,000 4%

The rationale for any future increases will continue to be disclosed in the relevant Annual Report on Remuneration.

Pension
Pete Raby and Richard Armitage will continue to receive a cash allowance in lieu of pension in 2024. These are aligned to the pension
contribution levels available to the wider workforce (8% of salary, based on our UK population).
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Annual bonus in respect of 2024 performance
The maximum bonus opportunity remains at 150% of salary (with the payout for on-target performance continuing to be 50% of the
maximum).

33% of any bonus result will ordinarily be deferred into shares for a further three-year period. The performance measures attached to
the annual bonus remain unchanged from 2023, and are as follows:

Adjusted operating profit’ — 40%
Year-end working capital’ — 40%
Strategic personal objectives — 20%

The actual performance targets set at the beginning of the performance period are not disclosed as they are considered commercially
sensitive at this time, given the close link between performance measures and the Group’s longer-term strategy. This is particularly relevant
in the context of some of the Group’s close and unlisted competitors who are not required to disclose such information, and for whom the
assumptions in our targets would provide valuable information in the current trading year. These targets will be disclosed retrospectively,

at such time as they have become less commercially sensitive, and within three years of the end of the performance year.

2024 LTIP awards

In March 2024, Pete Raby and Richard Armitage will be granted awards under the 2024 LTIP with face values of 200% and 150% of their
2024 base salaries, respectively. Formulaic vesting outcomes will continue to be evaluated by the Committee to ensure they reflect
business performance, and will be adjusted as appropriate. The three-year performance period over which performance will be
measured began on | January 2024 and will end on 31 December 2026. Further details of the awards will be disclosed in next year’s
Remuneration Report.

The performance measures are detailed below:

> Each TSR element will operate independently, with vesting determined based on Morgan Advanced Materials’ TSR rank relative to
constituents of each TSR benchmark. The performance range for each element will remain median to upper quartile

> The EPS performance range has been set at 9% to 16% per annum to take into account the reduced 2023 base level resulting from
the impact of the 2023 cyber security incident

> The ROIC” range will remain unchanged at 17% to 20%

> The ESG measure (carbon reduction) will have a performance range of 5% to 15% carbon reduction (scope | and 2 emissions) over the
three-year performance period, to support the Group’s overall sustainability goals and its stated 2030 target to reduce scope | and 2
CO, emissions by 50%

> The Committee believes these ranges appropriately support the Group's strategy for sustainable long-term growth over the next three
years while continuing to represent suitably demanding targets

> For all four measures, awards will continue to vest on a straight-line basis between threshold and maximum, with 25% of each element
vesting at threshold

> For the 2024 LTIP cycle, Executive Directors will be required to hold any vested 2024 LTIP awards for an additional two-year period.
Vested awards that are subject to the holding period will remain subject to clawback in line with our Policy but will not be forfeitable on
cessation of employment.

Chairman and non-Executive Director fees

The Chairman’s and non-Executive Directors’ fees were reviewed in December 2023. Increases are based on salary market movement
and are in line with the average increases awarded to the wider workforce (4% in the UK). The additional Committee Chair and Senior
Independent Director fees have also been increased to more closely align to market rates. The table below shows the fees in 2023, and
those that were agreed for 2024:

Role 2024 fee pa 2023 fee pa
Chairman' £218,400 £210,000
Non-Executive Director' £57,013 £54,820
Committee Chair (additional fee) £10,000 £8,000
Senior Independent Director (additional fee) £10,000 £8,000

I lan Marchant was paid the non-Executive Director fee from | February 2023 until he succeeded Douglas Caster as Chairman, at which point his fee comprised of the Chairman’s annual fee
of £210,000 plus an £18,000 contribution towards the cost of administrative support.
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Percentage change in Directors’ remuneration

The table below shows, for each individual who was an Executive or non-Executive Director during 2023, the annual percentage change
in their remuneration over the past four years compared to the average percentage change in remuneration for other employees of
Morgan Advanced Materials plc over the same period, in accordance with the guidelines. Note that individuals who were Directors during
the period under review, but not at any point during 2023, have not been included. The percentage changes in their remuneration for
prior years (and in which they were a Director) are disclosed in relevant previous Annual Reports.

2023 % 2022% 2021 % 2020 %
2023 % 2022% 2021 % 2020 % change in changein changein changein 2023 % 2022% 2021 % 2020 %
change  change change change benefits® benefits' benefits' benefits'  change  change change  change
insalary insalary insalary insalary (excluding (excluding (excluding (excluding inannual inannual inannual inannual
orfees orfees orfees’ orfees’® pension) pension) pension) pension)  bonus’ bonus bonus’ bonus

Executive Directors

Pete Raby 40% 2.6% 323% -194% 29% -0.1% -05% 19% 61.8% -70.8% 1029.3% -89.1%
(2.5%)
Richard Armitage 4.0%' n/a n/a nfa  2.8% n/a n/a nfa 65.5%' n/a n/a n/a

Non-Executive

Directors®

lan Marchant n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

Douglas Caster® 0%  2.5% 31.6% -209% n/a n/a n/a n/a n/a n/a n/a n/a
(2.0%)

Helen Bunch 2.6% 22% 263% -18.1% n/a n/a n/a n/a n/a n/a n/a n/a
(1.7%)

Laurence Mulliez 26%  22% 263% -18.1% n/a n/a n/a n/a n/a n/a n/a n/a
(1.7%)

Jane Aikman 26%  2.2% 263% -18.1% n/a n/a n/a n/a n/a n/a n/a n/a
(1.7%)

Clement Woon 3.0% 2.5% 31.6% -209% n/a n/a n/a n/a n/a n/a n/a n/a
(2.0%)

Average per employee 67%  34% 3.6% 3.0% 26% -1.2% 09% -5.8%° -2.73% -44.1% 53.6% -2.1%
(2.6%)

Richard Armitage joined the Board on 30 May 2022. The percentages above are based on annualised figures for 2022 remuneration.

I

2. Figures in brackets reflect percentage increase from original 2020 salary/fee prior to reductions implemented in response to the pandemic.

3. Percentages reflect the temporary Board salary/fee reductions implemented in response to the pandemic. All figures are based on full-time equivalent comparisons.

4. Benefits figures include private medical insurance and car allowance. Decreases in benefits reflects a reduction in private medical premium in certain years.

5. Non-Executive Directors do not receive any additional benefits or bonus payments.

6. Decrease reflects change in type of medical cover required by individual employees.

7. The personal performance element of the 2020 bonus was cancelled for Executive Directors (as a result of the pandemic), contributing to the higher percentage increase in 2021 bonus for
Executive Directors compared to other employees.

8. Douglas Caster voluntarily waived the increase in his fee for 2023.

9. Employee average bonus based on an estimate of 2023 bonus paid in 2024 (final bonus award data was not available at the time of publication). The percentage change in 2023 bonus for
the Executive Directors differs from that for other employees, based on their differing bonus structures. 2023 percentage financial bonus outcomes for Executive Directors remain lower
than those for other employees.

CEO pay ratio

Median (50th

25th percentile percentile)  75th percentile
Year Method pay ratio pay ratio pay ratio
2023 Option B 53:1 41:1 26:1
2023 (excluding variable) Option B 31 24:1 [5:1
2022' Option B 6l:1 37:1 3I:1
2022 (excluding variable) Option B 32:1 22:1 16:1
2021 Option B 9I:1 59:1 48:1
2021 (excluding variable) Option B 32:1 24:1 17:
2020 Option B 35:1 25:1 20:1
2020 (excluding variable) Option B 25:1 20:1 14
2019 Option B 74:1 62:1 41:1
2019 (excluding variable) Option B 34:1 271 19:1

I Ratios trued up from those disclosed in last year's Remuneration Report to reflect final value of LTIP vesting for CEO.
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Details of the salary and total pay and benefits figures for each of the individuals identified in the table is set out below:

Salary Total pay and benefits
Median Median
25th (50th 75th 25th (50th 75th
Year CEO  percentile  percentile)  percentile CEO  percentile  percentile)  percentile
2023 £620,000 £21,164 £21,164 £39,605  £1,184917  £22,345 £28,591 £45,426
2022 £596,000 £21,414  £23,225 £41,202  £1,551,838 £25451 £42,005 £49,371
2021 £581,175 £17,379 £29,129 £37989 £2,041,667  £22,533 £34,725 £42,442
2020 £439,425 £21,000 £23,960  £36,900 £791,238 £22,464 £31,550  £38,723
2019 £545,000 £17,599  £24,300 £30,610  £1,618,605 £21,958 £25,927 £39,926

In line with the CEO pay ratio regulations, the table above shows for 2023 the ratio of the CEO’s single total figure of remuneration (STFR)
to that of UK employees at the 25th, 50th (median) and 75th percentiles. In addition to the mandatory calculation using total remuneration,
ratios have also been calculated excluding variable pay elements such as bonus and share awards.

Of the three reporting options available to companies, Morgan Advanced Materials has applied Option B, where the most recent gender
pay gap reporting data (as at 5 April 2023) has been used to identify the 25th, 50th and 75th percentile employees. The 25th, 50th

and 75th percentile pay ratios are based on the remuneration of a representative employee who falls on each of these pay percentiles.
Option B has been used to calculate the CEO pay ratios, as Option A requires the ability to calculate a single total remuneration figure
for each UK employee, and Morgan Advanced Materials does not currently have the systems in place to support this methodology.

The ‘best equivalent’ employees identified using the gender pay gap information are representative of the 25th, 50th and 75th percentiles
of Company remuneration, since base pay constitutes a large proportion of the remuneration package for the majority of employees,

so it is likely that a similar set of employees would have been identified using Option A. The calculation covers base pay, annual bonus,
pension and where applicable share awards and benefits including car allowance and private medical insurance. Total remuneration figures
used in the calculation for 25th, 50th and 75th percentile employees include annual bonus relating to 2023 performance, in order to be
consistent with the methodology used for the CEO'’s total remuneration figure.

The 2023 median CEO pay ratio is slightly higher than the 2022 median, and the 2023 25th and 75th percentile pay ratios are lower than
those reported in 2022. Both 2022 and 2023 CEO pay ratios are lower than those reported in 2021 as a consequence of the impact of
inflationary headwinds and the 2023 cyber security incident on business results (and therefore on levels of variable pay), especially with
variable pay representing a greater proportion of the CEO’s package compared to the wider workforce. The 2022 and 2023 ratios are not
however as low as in 2020 where, as disclosed in the 2020 Remuneration Report, ratios were significantly lower as a consequence of

the CEO’s temporary salary reduction, cancellation of the CEO’s personal performance bonus element in response to the COVID-19
pandemic, and also due to the pandemic’s impact on business results (and variable pay outcomes).

Notwithstanding the year-on-year change in pay ratio, pay and benefits for the CEO and wider employee population are based on the
same philosophies, for example driving pay for performance and alignment to external benchmarks, in order to promote consistency,
fairness and equity across all levels in the organisation. As the same methodology underpins the remuneration used in the above
calculations, the resulting median pay ratio is consistent with the Company’s wider policies on employee pay, reward and progression.
Pay ratios are significantly reduced when variable pay elements are excluded, so the gap between CEO and employee pay is largely
attributable to non-fixed pay elements, some of which (eg share awards) the majority of the wider workforce would not typically be
eligible for (reflecting competitive external market practice). The range of levels and types of roles found in a manufacturing environment
such as at Morgan Advanced Materials may also result in a higher CEO pay ratio than companies which have predominantly professional
and/or more senior staff. It is therefore important to compare Morgan Advanced Materials’ data to companies in similar industries.
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Relative importance of spend on pay
The graphs below show shareholder distributions (ie dividends and share buybacks) and total employee pay expenditure for the financial
years ended 3| December 2022 and 3| December 2023.

Shareholder Total employee pay
distributions (£m) expenditure (£m)

34.2 401.1
31.8 I 375.7 I

2022 2023 2022 2023

Shareholder distributions increased by 7.5% during 2023 to £34.2 million (2022: £31.8 million). Total employee pay across the Group has
increased by 6.8% to £401.1 million (2022: £375.7 million).

Comparison of Company performance

The graph below shows the value, at 31 December 2023, of £100 invested in Morgan Advanced Materials plc’s shares on 3| December
2013 compared with the current value of the same amount invested in the FTSE 350 Index. The FTSE 350 Index — of which the Company
is a constituent — has been chosen because it is widely followed by the UK’s investment community and easily tracked over time.

£200
— FTSE 350 Index

£167 — Morgan Advanced Materials plc

£150
£125

£100
£50
£0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

The table below details the CEO’s “STFR” over the 10-year period to 31 December 2023.

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
CEO M Robertshaw P Raby
CEO single
figure £1,001,448  £788,252 £787492 £1,210,856 £1,479,738 £1,618,605 £791,238 £2,041,667 £1,551,838 £1,184,917
Annual bonus
(% of maximum) 65% 50% 29.5%' 71.3% 67.4% 84.3% 9% 97% 27.6% 42.9%
BDSMP vesting
(% of maximum) 0% n/a n/a n/a n/a n/a n/a n/a n/a n/a
LTIP vesting
(% of maximum) 0% n/a n/a 15.4% 42.9% 61.3% 21.8% 52.17%  6794%  14.82%

I Figure represents percentage achievement of maximum opportunity. Bonus maximum as a percentage of salary increased to 150% of base salary in 2016 compared to 100% in previous years.
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Executive Directors’ interests in shares and shareholding guidelines (audited)
The table below shows the shareholding of each Executive Director against their respective shareholding guideline as at 31 December 2023.

Shares owned outright Shares Options
Performance- Shares subjectto  granted but Current
Shareholding  Asat | As at 31 Shares tested but subject post- subject to shareholding
guideline (% January December subject to unvested  to DBP vesting continued (% of 2023 Guideline
2023 salary) 2023 2023 performance! shares’ deferral  holding* employment® salary)® met
Pete Raby 200% 446,786 653,991 827,102 40,975 66,325 130,078 4,285 291.2% Yes
Richard Armitage 200% 40,000 136,215 428,292 - 6,035 - 4,285 82.6% Building

2022 and 2023 LTIP awards.

The expected number of shares due to vest under the 2021 LTIP.

Estimated number of shares, net of tax (47%), deferred under the DBP.
Shares vested (net of tax) but subject to two-year post-vesting holding period.
Options granted under the Sharesave scheme.

ov s W =

shares subject to deferral.

Based on an Executive Director’s annualised 2023 salary and the average share price for the three months to 31 December 2023 of 249.16 pence, comprising shares owned outright and

As at || March 2024, the Executive Directors’ interests in shares had not changed since the end of the period under review.
Unless otherwise stated, figures given in the tables on pages 126 to 127 are for shares or interests in shares.

Non-Executive Directors’ interests in shares (audited)

The table below shows the shareholding of each non-Executive Director as at 3| December 2023.

As at 31

As at December

| January 2023 or date

2023 of leaving

Douglas Caster 110,454 110,454
Laurence Mulliez 7,161 7,336
Helen Bunch 2,028 2,028
Jane Aikman 1,000 1,000
Clement Woon 55,000 55,000
lan Marchant 0 35,000

As at || March 2024, the non-Executive Directors’ interests in shares had not changed since the end of the period under review.

Post-employment share ownership guideline mechanics

All Executive Directors, including future Directors, are required to build their shareholding through vesting of executive share awards
in a Global Nominee over time to ensure policy compliance with share ownership guidelines, including post-employment guidelines.
Mechanisms are in place to restrict the sale or transfer of vested shares held in the Nominee that are subject to (i) post-vesting holding
periods and (ii) shareholder ownership guidelines on cessation of employment.

Executive Directors’ share plans (audited)

Pete Raby
LTIP
Asat | Allocations Vested Lapsed As at 31 Market price Market price
January during during during December  atdate of  atdate of Performance
Plan 2023 the year the year the year 2023 allocation vesting period
No further performance 2020 362,377 — 246,198 116,179 —  23470p 239.52p 01.01.20 -
conditions, vested (subject to 31.12.22
2-year post-vesting holding)
No further performance 2021 276,486 - - - 276,486  315.30p - 01.01.21 -
conditions, not yet vested 31.12.23
Subject to performance 2022 414,320 - - - 414320 287.70p — 01.01.22 -
conditions 31.12.24
2023 - 412,782 - - 412,782 300.40p - 01.01.23 -

31.12.25

Share options

127

Market price

As at | Granted  Exercised Lapsed As at 31 Option  atdate of Performance/
January during during during December price at vesting/ maturity
Plan 2023 the year the year the year 2023 grant exercise period
Continued service met Sharesave 4,477 - 4,477 - — 201.00p  297.50p 0OI.12.19 -
31.05.23
Subject to continued service  Sharesave 4,285 — — — 4,285  210.00p — 01.12.22 —
31.05.26
Total interests in share plans
As at | January 2023 As at 31 December 2023
1,276,152"% 1,233,017%3
I Includes 2020 deferred bonus award.
2 Includes 2021 and 2022 deferred bonus awards.
3. Includes 2023 deferred bonus award.
Richard Armitage
LTIP
Asat | Allocations Vested Lapsed As at 31 Market price Market price
January during during during December  atdate of  atdate of Performance
Plan 2023 the year the year the year 2023 allocation vesting period
Subject to performance 2022 207,587 - - - 207,587  307.10p - 01.01.22 -
conditions 31.12.24
2023 - 220,705 - - 220,705 300.40p - 01.01.23 -
31.12.25
Recruitment award
Asat | Allocations Vested Lapsed As at 3|1 Market price Market price
January during during during December  atdate of  atdate of Vesting
Plan 2023 the year the year the year 2023 allocation vesting period
Subject to continued service 2022 144,252 - 144,252 - — 307.10p  288.21p 30.05.22 —
30.05.23
Share options
Asat | Granted  Exercised Lapsed As at 31 Option Market price
January during during during  December priceat  atdate of Maturity
Plan 2023 the year the year the year 2023 grant vesting period
Subject to continued service Sharesave 4285 — — — 4,285  210.00p — 01.12.22 -
31.05.26

Total interests in share plans
As at | January 2023

As at 31 December 2023

356,124

443,964

I. Includes 2023 deferred bonus award.
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Details of plans
LTIP

Details

LTIP The performance conditions attached to the 2021 awards are set out on page |19.

The performance conditions attached to the 2022 awards are on the same basis as the 202 awards, except that
the EPS range was amended to 6% to 13%, and a new ESG measure (carbon reduction) was introduced with
a performance range of 5% to 15% carbon reduction.

The performance conditions attached to the 2023 awards are set out on page 120.

LTIP-CSOP LTIP 2020: The award to the CEO was structured as LTIP awards in the form of a conditional award of free shares.

LTIP 2021, 2022 and 2023: The awards were structured as LTIP awards in the form of a conditional award of
free shares.

UK Sharesave
Details

HMRC-approved all-employee Sharesave scheme. Exercise price set at 20% discount to share price on date of
grant. Options mature after the three-year savings period and must be exercised within six months of vesting.
Details of options held by Directors under Sharesave are outlined in the individual Director shareholding
tables above.

Deferred Bonus Plan
Details

Mandatory deferral of one-third of gross bonus result relating to the previous year, which is provided as a
conditional award of shares of equivalent value. The award vests on the third anniversary of the award date and
is subject to forfeiture if the Executive Director leaves before the vesting date. The award is also subject to malus
and clawback provisions.

Other transactions involving Directors are set out in note 26 (Related parties) to the consolidated financial statements. This Report was
approved by the Board on || March 2024.

129

Remuneration governance

Remuneration Committee role

The Remuneration Committee determines, and agrees with the Board, the framework and Policy for the remuneration, including pension
rights and any compensation payments, of the Group’s Executive Directors and the Chairman. The Committee also reviews the
remuneration in relation to other senior executives and is kept fully informed of remuneration policy decisions impacting the wider
workforce. The Committee’s terms of reference are available on the Group’s website.

The Remuneration Committee consults the Chief Executive Officer and invites him to attend meetings when appropriate. The Group
Human Resources Director, the Group Head of Reward and Ellason LLP, the Committee’s independent advisor, attend meetings of the
Committee by invitation.

The Committee also has access to advice from the Chief Financial Officer. The Company Secretary acts as secretary to the Committee.
No Executive Director or other attendee is present when his or her own remuneration is being discussed.

Remuneration Committee membership

The Remuneration Committee is currently composed of four non-Executive Directors and the Chairman of the Company. Each of the
non-Executive Directors is regarded by the Board as independent. The Chairman of the Company was considered independent upon
appointment. The Remuneration Committee met four times during the year. Attendance at meetings by individual members is detailed
in the Corporate Governance Report on page 80.

Key activities during 2023
During 2023, the key areas of focus for the Committee were:

> determining whether targets for the 2022 bonus and 2020 LTIP were achieved, and, if so, to what extent (plus assessment of any
windfall gains associated with the 2020 LTIP);
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> having reviewed the remuneration of the wider workforce, determining remuneration for Executive Directors and other senior
executives, applying consistent guiding principles;

> reviewing whether the measures and structure for the bonus and share incentive schemes remain appropriate, as well as reviewing
the overall effectiveness of such schemes;

reviewing and agreeing Executive Director personal objectives for 2024;
receiving reports on share awards to employees, and employee participation in the Save As You Earn scheme;

reviewing feedback from institutional investors ahead of the Company’s 2023 Annual General Meeting;

receiving regulatory and governance updates, and receiving reports on external market remuneration practices;

>
>
>
> reviewing Executive Director share ownership guidelines, and Directors’ holdings against the guidelines;
>
>

reviewing and discussing the Company’s annual Gender Pay Gap Report;
> appraising the independent remuneration advisor's performance and reviewing the terms of engagement;
> approving the Chair's 2024 fees;
> determining performance targets for the 2023 bonus;
> determining performance targets for the 2024 share incentive schemes; and

> reviewing the Committee’s terms of reference.


https://www.morganadvancedmaterials.com/being-responsible/governance/board-committees-and-terms-of-reference/
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Committee performance evaluation
The Committee’s performance was reviewed as part of the Board evaluation (see page 88 for details). It was concluded that the
Committee had operated effectively during the period under review.

Committee advisor

Ellason LLP was appointed as the Committee’s executive remuneration advisor from | January 2021. Ellason specialises in executive
remuneration advice and during 2023 provided independent advice on remuneration policy, performance measurement, the setting

of incentive targets, TSR analysis and the structure of long-term incentives, and provided market data in respect of senior executive
remuneration and non-Executive Director fees. Ellason reports directly to the Chair of the Remuneration Committee, does not provide
any non-remuneration-related services to the Group, has no other connections either with Morgan Advanced Materials” or any of its
individual Directors, and is considered to be independent.

Ellason is a signatory to the Remuneration Consultants Group’s voluntary Code of Conduct.

Fees paid during the year to advisors for advice to the Remuneration Committee, charged on a time and materials basis, were as follows:

Fees (including expenses,
Advisor excluding VAT)

Ellason £42,893

Summary of shareholder voting
The following table shows the results of the binding vote on the 2022 Remuneration Policy (at the 2022 AGM) and the advisory vote on
the 2022 Annual Report on Remuneration at the 2023 AGM:

Resolution For Against Withheld
Remuneration Policy 96.45% 3.55% 98,036
Annual Report on Remuneration 98.30% [.709% 85,987

Compliance statement

During the year under review, the Company has complied with the provisions relating to Directors’ remuneration in the UK Corporate
Governance Code. This Remuneration Report has been prepared in accordance with the Companies Act 2006 (as amended) and
Schedule 8 of the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008 (as amended). In accordance
with Section 439 of the Companies Act 2006 an advisory resolution to approve the Annual Report on Remuneration will be proposed at
the AGM on 9 May 2024.

Signed on behalf of the Board

Helen Bunch
COMMITTEE CHAIR

Other disclosures

The Directors’ report is
required to be produced by
law. The Financial Conduct
Authority (FCA)'s Disclosure
Guidance and Transparency
Rules (DTRs) and Listing
Rules (LRs) also require

the Company to make
certain disclosures.

Pages 76 to 134 inclusive (together with the
sections of the Annual Report incorporated
by reference) constitute a Directors’ report
that has been drawn up and presented in
accordance with applicable law, and the
liabilities of the Directors in connection with
that Report are subject to the limitations
and restrictions provided by that law.

The Company

Legal form of the Company

Morgan Advanced Materials plc is a
company incorporated in England and
Wales with company number 00286773.

Name change

The Company changed its name to Morgan
Advanced Materials plc (from The Morgan
Crucible Company plc) on 27 March 2013.

Annual General Meeting (AGM)

The Company’s 2024 AGM will be held

on 9 May 2024, commencing at 10:30am
at the offices of Slaughter and May at

One Bunhill Row, London, ECIY 8YY.

A circular incorporating the 2024 Notice of
AGM is available in the Invest in us section
of morganadvancedmaterials.com.

Statutory disclosures

Amendment of the Articles

of Association

The Company’s constitution, known as
the Articles of Association (‘the Articles’),
is essentially a contract between the
Company and its shareholders, governing
many aspects of the management of the
Company. It deals with matters such as
the rights of shareholders, the appointment
and removal of Directors, the conduct of
the Board and general meetings and
communications by the Company.

The Articles may be amended by special
resolution of the Company’s shareholders.

Appointment and

replacement of Directors

The Articles provide that the Company
may by ordinary resolution at a general
meeting appoint any person to act as a
Director, provided that notice is given of the
resolution identifying the proposed person
by name and that the Company receives
written confirmation of that person’s
willingness to act as Director if he or she
has not been recommended by the Board.
The Articles also empower the Board to
appoint as a Director any person who is
willing to act as such.

The maximum possible number of
Directors under the Articles is |5.

The Articles provide that the Company
may by special resolution, or by ordinary
resolution of which special notice is given,
remove any Director before the expiration
of his or her period of office. The Articles
also set out the circumstances in which

a Director shall vacate office. The Articles
require that at each AGM any Director who
was appointed after the previous AGM
must be proposed for election by the
shareholders. Additionally, any other
Director who has not been elected or
re-elected at one of the previous two
AGMs must be proposed for re-election
by the shareholders. The Articles also
allow the Board to select any other
Director to be proposed for re-election.
In each case, the rules apply to Directors
who were acting as Directors on a specific
date selected by the Board. This is a date
not more than 4 days before, and no
later than, the date of the Notice of AGM.

Notwithstanding the provisions of the
Articles, all the Directors will stand for
election or re-election on an annual basis in
compliance with the provisions of the UK
Corporate Governance Code (‘the Code’).
Details of the skills, experience and career
history of Directors in post as at the date

of this Report, and the Board Committees
on which they serve, can be found on
pages 78 to 80.

Results and dividends

The total profit (attributable to owners of
the parent and non-controlling interests)
for the year ended 3| December 2023
was £56.3 million (2022: £96.7 million).
Profit before taxation for the same period
was £77.8 million (2022: £131.6 million).
Revenue was £1,114.7 million (2022:
£1,112.1 million) and operating profit

was £91.9 million (2022: £140.8 million).
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Basic earnings per share" from

continuing operations was 16.4 pence
(2022: 30.6 pence). Capital and reserves
at the end of the year were £398.6 million
(2022: £429.6 million). The total profit of
£56.3million (2022: £96.7 million) will be
transferred to equity.

The Directors recommend the payment of
a final dividend of 6.7 pence per share on
the Ordinary share capital of the Company,
payable on |7 May 2024 to shareholders
on the register at the close of business on
26 April 2024. Together with the interim
dividend of 5.3 pence per share paid on

I7 November 2023, this final dividend,

if approved by shareholders, brings the
total distribution for the year to 12.0 pence
per share (2022: 12.0 pence).

Directors

All those who served as Directors at any
time during the year under review are set
out on pages 78 to 79. Douglas Caster also
served as a Director up until 29 June 2023.
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Powers of the Directors

Subject to the Company’s Articles,

UK legislation and any directions given
by special resolution, the business of
the Company is managed by the Board,
which may exercise all the powers of
the Company.

Directors’ interests

Details of Directors’ interests (and their
connected persons’ beneficial interests)
in the share capital of the Company are
listed on page 126.

Directors’ indemnities

The Company has entered into separate
indemnity deeds with each Director
containing qualifying indemnity provisions,
as defined in Section 236 of the Companies
Act 2006, under which the Company

has agreed to indemnify each Director

in respect of certain liabilities which may
attach to each of them as a Director or as
a former Director of the Company or any
of its subsidiaries. The indemnity deeds
were in force during the financial year to
which this Directors’ report relates and
are in force as at the date of approval of
the Directors’ Report.

Engagement with customers,
suppliers and others

Details of how the Directors have had
regard to the need to foster the Company’s
business relationships with customers,
suppliers and others, and the effect of that
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regard including on the principal decisions
taken by the Group during the year, are set
out on pages 26 to 27 and pages 30 to 31
of the Strategic Report and on page 87 of
the Corporate Governance Report.

Information required by LR 9.8.4R
The information required to be disclosed
by Listing Rule 9.8.4 can be found in the
following locations:

Details of Remuneration Report,
any long-term page |11

incentive

schemes

Shareholder  Financial Statements,
waiver of note 19, pages 176 to 178
dividends

Shareholder  Financial Statements,
waiver of note 19, pages 176 to 178
future dividends

The remaining disclosures required by
LR 9.8.4 are not applicable to the Company.

Overseas branches

As at 3|1 December 2023, the Company
had branches as follows:

> Morgan AM&T BV (Sweden and Belgium)
> Carbo San Luis SA (Chile)
> Carbo San Luis SA (Peru) (in liquidation)

> Morgan Advanced Materials Industries
Ltd (UAE)

> Morgan Advanced Materials plc (Belgium)
> Thermal Ceramics UK Limited (Sweden).

People

There are no agreements between the
Company and its Directors or employees
providing for compensation for loss of office
or employment (whether through
resignation, purported redundancy

or otherwise) that occurs because of

a takeover bid.

Engagement with employees -
principal decisions

Details of how the Directors have engaged
with UK employees can be found on pages 30
to 31 of the Strategic Report. Details of how
the Directors had regards to the interests of
UK employees and the effect of that regard
on principal decisions taken by the Group
during the financial year can be found on
pages 3| and 32 of the Strategic Report.

Details of how Morgan Advanced Materials
encourages employee involvement can be
found in the Strategic report on pages 23 to 28.

Employment of disabled people

The Group has a range of employment
policies which set out the standards,
processes, expectations and responsibilities
of its people and the organisation. These
policies are designed to ensure that
everyone, including those with existing or
new disabilities, visible or invisible, are dealt
with fairly and have equal opportunity.

Morgan Advanced Materials promotes
equal opportunities for all employees and
job applicants and does not unlawfully
discriminate. The Group makes reasonable
adjustments to accommodate any employee
who may have a disability within the
meaning of all global equality legislation, and
where the Group is aware of such disability.

Research and development

The Group recognised £32.9 million in
operating costs in respect of research and
development (2022: £31.6 million). The
Group did not capitalise any development
costs in 2023 (2022: £nil). The Group has
established four Centres of Excellence
(CokEs), which are dedicated to driving
materials development, to exacting
customer specifications, and delivering
performance through materials and
production process innovation. The CoEs
consolidate the Group’s R&D efforts
around its core technologies, to increase
the effectiveness of our R&D spend,
accelerate key projects and increase
technical differentiation. The CoEs focus
on the execution priorities for the global
business units and the Group.

Greenhouse gas emissions,
energy consumption and
energy efficiency

Details of the Group’s annual greenhouse
gas emissions, energy consumption

and energy efficiency are shown in the
Strategic Report on page 53.

Political donations

No political donations have been made.
Morgan Advanced Materials has a policy of
not making donations to any political party,
representative or candidate in any part of
the world.

Charitable donations

Morgan Advanced Materials made
donations of £42,825 to local charities and
community activities in various countries.

Future developments

An indication of likely future developments
of the Group is included in the Market
Environment and Industry Trends section
of the Strategic Report on pages 14 to |7
and the Our Strategy section of the
Strategic Report on pages 18 to 9.

Financial instruments

Details of the Group’s use of financial
instruments, together with information

on policies and exposure to price, liquidity,
cash flow, credit, interest rate and currency
risks, can be found in note 21 to the
consolidated financial statements on pages
179 to 189. All information detailed in this
note is incorporated into the Directors’
report by reference and is deemed to
form part of the Directors’ report.

Share capital and related matters

Share capital

The Company’s share capital as at

31 December 2023 is set out in note 40
to the consolidated financial statements
on page 211. The rights and obligations
attaching to the Company’s Ordinary
shares, and restrictions on the transfer
of shares in the Company (which include
specific circumstances in which the Board
is entitled to refuse to register the transfer
of shares), are set out in the Articles.

Shareholders’ rights

The holders of Ordinary shares are entitled
to receive dividends, when declared,

to receive the Company’s reports and
accounts, to attend and speak at general
meetings of the Company, to appoint
proxies and to exercise voting rights.

No person holds securities in the Company
carrying special rights with regard to
control of the Company. The Company

is not aware of any agreements between
holders of securities that may result in
restrictions on the transfer of securities

or on voting rights.

Additionally the Company has
authorised, issued and fully paid 437,28
(2022: 437,281) cumulative Preference
shares classified as borrowings totalling
£0.4 million (2022: £0.4 million). The
Preference shares comprise 125,327 of
5.5% Cumulative First Preference shares
of £1 each and 311,954 issued 5.0%
Cumulative Second Preference shares
of £1 each.

Details of the structure of the Company’s
Preference share capital and the rights
attaching to the Company’s Preference
shares are set out in note |19 to the
consolidated financial statements on
pages 176 to 178.

Share allotment and

repurchase authorities

The Directors were granted authority at the
2023 AGM to allot shares in the Company
and to grant rights to subscribe for or
convert any securities into shares in

the Company up to an aggregate

nominal amount of £23,780,832 in any
circumstances. This amount represented
approximately one-third of the Company'’s
issued share capital prior to that meeting.
The Directors were also authorised to allot
shares and to grant rights up to an aggregate
nominal amount of £47,561,664 in
connection with a rights issue only (but such
amount to be reduced by any allotments
made under the first limb of the authority).
This amount represented approximately
two-thirds of the Company’s issued share
capital prior to the meeting.

The Directors were also empowered at
the 2023 AGM to allot shares for cash on

a non-pre-emptive basis, both in
connection with a rights issue or similar
pre-emptive issue and, otherwise than in
connection with any such issue, up to a
maximum aggregate nominal amount of
£3,567,124. Such amount represented
approximately 5% of the Company’s issued
share capital as it stood prior to the meeting
in line with the Pre-Emption Group's
Statement of Principles on disapplying
pre-emption rights. As permitted by

those Principles, the Directors were also
empowered to allot shares for cash on

a non-pre-emptive basis up to the same
amount for use only in connection with an
acquisition or a specified capital investment.

The Directors were also authorised at the
2023 AGM to repurchase shares in the
capital of the Company up to a maximum
aggregate number of 28,536,998 shares.
This represented approximately 10% of
the Company’s issued share capital prior
to the meeting.

These share capital authorities and powers
are due to lapse at the 2024 AGM at which
time the Board will seek fresh authorities
and powers.

Employee share and share
option schemes

The Company operates a number of
employee share and share option schemes.
Details of outstanding share awards and
share options are given in note 23 to

the consolidated financial statements

on pages 194 to 196.

All the Company’s share schemes contain
provisions relating to a change of control.
Outstanding options and awards would
normally vest and become exercisable

on a change of control, subject to being
pro-rated for time and to the satisfaction of
any performance conditions at that time.

The trustees of the Morgan General
Employee Benefit Trust have absolute and
unfettered discretion in relation to voting
any shares held in the Trust at any general
meeting. Their policy is not to vote the
shares. If any offer is made to shareholders
to acquire their shares, the Trustees will
have absolute and unfettered discretion

as to whether to accept or reject the offer
in respect of any shares held by them.

Transactions, contractual
arrangements and post balance
sheet events

Significant agreements

- change of control

The Group has a number of borrowing facilities
provided by various financial institutions.

Major shareholdings
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The facility agreements generally include
change of control provisions which, in the
event of a change in ownership of the
Company, could result in their renegotiation
or withdrawal.

The most significant of such agreements
are the UK £230 million multi-currency
revolving credit facility agreement, which
was signed on |8 November 2022 and
the privately placed Note Purchase

and Guarantee Agreements signed on
27 October 2016, 20 March 2017

and 23 May 2023, for which the
aggregate outstanding loan amounts

are US$172 million, €60 million and the
€92 million Schuldschein loan agreement
signed on 16 June 2023.

There are a number of other agreements
that would take effect, alter or terminate
upon a change of control of the Company
following a takeover bid, such as
commercial contracts and joint venture
agreements. No such individual contract is
considered to be significant in terms of its
potential impact on the business of the
Group as a whole.

Post balance sheet events
There were no reportable subsequent
events following the balance sheet date.

As at the date of this report, insofar as it is known to the Company by virtue of
notifications made in accordance with DTR 5, the table below sets out holders of
notifiable interests representing 3% or more of the issued Ordinary share capital of
the Company (such holdings may have changed since notification to the Company).

As at 31 December 2023

Number of Percentage

Ordinary of issued

shares  share capital

Ameriprise Financial Inc., and its group 24,186,489 8.48
FIL Limited 15,414,047 540
Janus Henderson Group plc 14,540,443 5.10
Aberforth Partners LLP 14,338,459 5.03
Black Creek Investment Management Inc. 14,269,458 5.00
BlackRock, Inc. 14,263,250 4.99
M&G Plc 14,251,115 4.99
AXA Investment Managers SA 14,039,985 4.92
GLG Partners LP 11,410,477 3.99

No changes have been notified to the Company pursuant to Chapter 5 of the Disclosure
Guidance and Transparency Rules between the end of the period under review and
[l March 2024, the latest practicable date prior to the date of this report.
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Reporting, accountability
and audit

Statement of Directors’
responsibilities

The Directors are responsible for preparing
the Annual Report and the Group

and Parent company financial statements

in accordance with applicable law

and regulations.

Company law requires the Directors

to prepare Group and Parent company
financial statements for each financial year.
Under that law they are required to prepare
the Group consolidated financial statements
in accordance with United Kingdom
adopted international accounting standards
and applicable law and have elected to
prepare the Parent company financial
statements in accordance with UK
Accounting Standards, including FRS 101
Reduced Disclosure Framework.

Under company law the Directors must
not approve the financial statements unless
they are satisfied that they give a true and
fair view of the state of affairs of the Group
and Parent company and of their profit or
loss for that period.

In preparing each of the Group and Parent
company financial statements, the Directors
are required to:

> Select suitable accounting policies and
then apply them consistently.

> Make judgements and estimates that are
reasonable and prudent.

> For the Group consolidated financial
statements, state whether they have
been prepared in accordance with
United Kingdom adopted international
accounting standards.

> Assess the Group and Parent company's
ability to continue as a going concern,
disclosing, as applicable, matters related
to going concern.

> For the Parent company financial
statements, state whether applicable
UK Accounting Standards have been
followed, subject to any material
departures disclosed and explained in
the Parent company financial statements.
They are responsible for such internal
control as they determine is necessary
to enable the preparation of financial
statements that are free from material
misstatement, whether due to fraud or
error, and have general responsibility for
taking such steps as are reasonably open

to them to safeguard the assets of the
Group and to prevent and detect fraud
and other irregularities.

> Prepare the financial statements on
the going concern basis of accounting
unless they intend to liquidate the Group
or the Parent company or to cease
operations or have no realistic
alternative but to do so.

The Directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the Parent
company’s transactions and disclose with
reasonable accuracy at any time the financial
position of the Parent company and enable
them to ensure that its financial statements
comply with the Companies Act 2006.
They have general responsibility for taking
such steps as are reasonably open to them
to safeguard the assets of the Group and
to prevent and detect fraud and other
irregularities. They are responsible for
such internal control as they determine is
necessary to enable the preparation of
financial statements that are free from
material misstatement, whether due

to fraud or error, and have general
responsibility for taking such steps as are
reasonably open to them to safeguard the
assets of the Group and to prevent and
detect fraud and other irregularities.

Under applicable law and regulations, the
Directors are also responsible for preparing
a Strategic Report, Directors’ Report,
Remuneration Report and Corporate
Governance Statement that comply with
that law and those regulations.

The Directors are responsible for the
maintenance and integrity of the corporate
and financial information included on the
Company’s website. Legislation in the

UK governing the preparation and
dissemination of financial statements may
differ from legislation in other jurisdictions.

In its reporting to shareholders, the Board
is satisfied that the Annual Report and
Accounts, taken as a whole, is fair, balanced
and understandable and provides the
information necessary for shareholders

to assess the Group's position and
performance, business model and

strategy as required by the Code.

The Directors as at the date of this report,
whose names and functions are set out on
pages 78 to 79, confirm that, to the best of
their knowledge:

> The Group's consolidated financial
statements, which have been prepared
in accordance with United Kingdom
adopted international accounting
standards, give a true and fair view of
the assets, liabilities, financial position
and profit of the Group.

> The management report (comprising
the Directors’ report and the Strategic
Report) includes a fair review of the
development and performance of the
business and the position of the Group,
together with a description of the
principal risks and uncertainties that
it faces.

Scope of the reporting in

this Annual Report

The Board has prepared a Strategic Report
which provides an overview of the
development and performance of the
Group’s business in the year ended

31 December 2023.

For the purposes of DTR 4.1.5R(2) and
DTR 4.1.8, the Directors’ Report on pages
76 to 134 and the Strategic Report on pages
2 to 75 comprise the management report,
including the sections of the Annual Report
and consolidated financial statements
incorporated by reference.

Each Director holding office at the date of
approval of this Directors’ report confirms
that, so far as they are aware, there is no
relevant audit information of which the
Company’s auditor is unaware, and that
they have taken all steps that they ought
to have taken as a Director to make
themselves aware of any relevant

audit information and to establish

that the Company's auditor is aware

of that information.

The Strategic Report, the Directors’ Report
and the Remuneration Report were
approved by the Board on |l March 2024.

For and on behalf of the Board

Winifred Chime
COMPANY SECRETARY

Il March 2024

Morgan Advanced Materials plc
York House

Sheet Street

Windsor

Berkshire SL4 IDD

Registered in England and Wales,
No. 00286773
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Independent Auditor’s Report

Report on the audit of the
financial statements

I. Opinion
In our opinion:

> the financial statements of Morgan
Advanced Materials plc (the ‘Company’)
and its subsidiaries (the ‘Group’) give
a true and fair view of the state of the
Group's and of the Company’s affairs
as at 31 December 2023 and of the
Group's profit for the year then ended;

> the Group financial statements have been
properly prepared in accordance with
United Kingdom adopted international
accounting standards;

> the Company financial statements have
been properly prepared in accordance
with United Kingdom Generally Accepted
Accounting Practice, including Financial
Reporting Standard 101 ‘Reduced
Disclosure Framework’; and

> the financial statements have been
prepared in accordance with the
requirements of the Companies
Act 2006.

We have audited the financial statements
which comprise:

> the Consolidated income statement;

> the Consolidated statement of
comprehensive income;

> the Consolidated balance sheets;

> the Consolidated statement of
changes in equity;

> the Consolidated statement of
cash flows;

> the notes | to 27 to the Consolidated
financial statements;

> the Company balance sheet;

> the Company statement of changes
in equity;

> the notes 28 to 44 to the Company
financial statements.

The financial reporting framework that has been applied in the preparation of the Group
financial statements is applicable law and United Kingdom adopted international accounting
standards. The financial reporting framework that has been applied in the preparation of
the Company financial statements is applicable law and United Kingdom Accounting
Standards, including FRS 101 ‘Reduced Disclosure Framework’ (United Kingdom
Generally Accepted Accounting Practice).

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK)
(ISAs (UK)) and applicable law. Our responsibilities under those standards are further
described in the auditor’s responsibilities for the audit of the financial statements section

of our report.

We are independent of the Group and the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including
the Financial Reporting Council’s (the ‘FRC’s") Ethical Standard as applied to listed public
interest entities, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. The non-audit services provided to the Group and Company for
the year are disclosed in note 4 to the financial statements. We confirm that we have not
provided any non-audit services prohibited by the FRC'’s Ethical Standard to the Group

or the Company.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

3. Summary of our audit approach

Key audit
matters

Materiality

Scoping

Significant
changes in
our approach
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The key audit matters that we identified in the current year were:
> Inventory valuation;
> Impairment of non-financial assets; and

> Cyber security incident.

The materiality that we used for the Group financial statements was
£5.5m which was determined on the basis of 5.3% (FY22: 4.6%)
of profit before tax and specific adjusting items (see section 6).

Full scope audit work was performed on |7 (FY22: |7) reporting
components, and specified audit procedures were undertaken on
a further 12 (FY22: 12) reporting components. Our full scope and
specified audit procedures covered 72.5% of Group revenue
(FY22: 72.0%) and 73.9% of absolute Group profit before tax
(FY22: 73.0%).

Our audit approach is consistent with the previous year with the
exception of:

> The key audit matter with respect to the cyber security incident
has been modified to respond to the in-year risk for the Group
arising from the cyber incident, which occurred in January 2023,
compared with the focus in the previous year which was as
a post balance sheet event.
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4. Conclusions relating to
going concern

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

Our evaluation of the directors’ assessment
of the Group's and Company’s ability to
continue to adopt the going concern basis
of accounting included:

> obtaining an understanding of the
financing facilities including nature of
facilities, repayment terms and covenants;

> obtaining an understanding of the
key controls around the budgeting
and forecasting process used in the
preparation of the going concern analysis
and disclosures;

> challenging the assumptions used in the
Board approved forecasts by reference
to historical performance and other
supporting evidence such as market data;

> recalculation of the amount of headroom
in the forecasts (in liquidity terms and
against the relevant covenant limits);

> assessing the appropriateness of the
sensitivity analysis and reverse stress
tests performed by management;

> assessing the impact of macro-economic
conditions on the business; and

> assessing the adequacy of the disclosures
in the financial statements.

Based on the work we have performed,

we have not identified any material
uncertainties relating to events or conditions
that, individually or collectively, may cast
significant doubt on the Group’s and
Company's ability to continue as a going
concern for a period of at least 12 months
from when the financial statements are
authorised for issue.

In relation to the reporting on how the Group has applied the UK Corporate Governance
Code, we have nothing material to add or draw attention to in relation to the directors’
statement in the financial statements about whether the directors considered it appropriate
to adopt the going concern basis of accounting.

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

5. Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements of the current period and include the
most significant assessed risks of material misstatement (whether or not due to fraud) that
we identified. These matters included those which had the greatest effect on: the overall
audit strategy; the allocation of resources in the audit; and directing the efforts of the
engagement team.

These matters were addressed in the context of our audit of the financial statements as
a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

5.1. Inventory valuation

Key audit matter  The Group manufactures thermal, carbon and technical ceramic

description products for a diverse range of end-markets. The Group had
material inventory balances of £175.1m as at 31 December 2023
(FY22: £174.2m). There is a risk that inventory is not valued
appropriately because of local manufacturing sites not correctly
applying the Group provisioning accounting policy to write-down
the net realisable value of excess and obsolete stock due to system
limitations. Significant manual intervention is required
to record and value inventory.

In the Consolidated Financial Statements, note | sets out the
Group's accounting policy for inventory valuation and note 15
provides further analysis of the account balance.

How the scope We have performed the following audit procedures in respect of
of our audit this key audit matter:

responded to > Understood the inventory provisioning processes at each

the key audit significant component and obtained an understanding of the
matter relevant controls in management'’s review of the provision;

> Specifically understood the manual processes and relevant
controls adopted during the period affected by the cyber
incident, how management maintained inventory records during
the impacted period; and the methodology used in the inventory
provisioning process;

> Assessed any unusual manual adjustments to inventory;

> Assessed the inventory ageing and whether the Group
accounting policy of fully providing for inventory more than
|2 months has been applied. For items less than 12 months
we evaluated the breakdown of the inventory by age;

> Challenged management’s key assumptions in determining
inventory provisions by assessing the accuracy and completeness
of items included in the provision by taking into account past data
and the impact on future usage; and

> Assessed the mathematical accuracy of the inventory
provision by obtaining management'’s analysis and performing
a recalculation based on the key inputs.

Key observations  Based on our procedures performed, we are satisfied that the
valuation of inventory at 31 December 2023 is appropriate.
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5.2. Impairment of non-financial assets

Key audit matter  |AS 36 requires that at the end of each reporting period, an entity should assess whether there are any indicators

description of impairment or indicators that an impairment loss recognised in prior periods should be reversed. If such
indication exists, the entity shall estimate the recoverable amount of that asset. Management's review for indicators
of impairment or reversal identified sites and assets that required further consideration.

Impairment indicators were identified for certain assets in Seals and Bearings Europe, Seals and Bearings Asia,
Electrical Carbon North America and Electrical Carbon Asia. Indicators for impairment reversal were identified
at Technical Ceramics Cores and Technical Ceramics Europe. Total impairment charges for the year were
£7.3m (FY22: £6.5m) and total impairment reversals were £8.Im (FY22: nil). Note 6 provides further analysis
of the balance.

We focused the majority of our work on the carrying values of the cash-generating units (CGUs) where the risk of
impairment or impairment reversal was material and the model was sensitive to changes to the input assumptions:
> Seals and Bearings Asia, where an impairment charge of £1.9m (FY22: £1.6m) was recorded in the year.
> Technical Ceramics Cores North America, where a full impairment reversal of £5.7m (FY22: nil) has

been recorded.

Management has determined the recoverable amount based on a value-in-use model calculated from cash flow
projections, which are based on management’s assumptions and estimates of future trading performance.

Estimating a value-in-use is inherently judgemental, and a range of assumptions can reasonably be applied in
determining the estimates used therein. The key assumptions in assessing non-financial assets for impairment
include the discount rate and the short-term projected cash flows and we have focused this key audit matter
on those assumptions and the material judgements contained therein. The value-in-use models are sensitive to
changes in these estimates, all of which must reflect a long-term view of underlying growth in the respective
economy within which these businesses operate and the reasonableness of projected cash flows.
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The Audit Committee Report on page 96 refers to impairment of non-financial assets as an area considered by the
Audit Committee. Note | to the Consolidated Financial Statements sets out the Group’s accounting policy for
testing of non-financial assets for impairment.

How the scope We have performed the following procedures in respect of this key audit matter:

of our audit > Obtained an understanding of the relevant controls relating to the impairment process;

responded to > Challenged management's indicator assessment for impairment or reversal by performing our own independent
the key audit consideration of possible indicators;

matter > Assessed the integrity of management’s impairment model through testing of the mechanical accuracy and the

application of the input assumptions;

> Evaluated the process management undertook to prepare the cash flow forecasts in their impairment models
including agreement with the latest Board-approved plans and management approved forecasts;

> Challenged the cash flow projections through assessing the accuracy of historical budgeting by comparing
them with actual performance and independent evidence to support any significant expected future changes
to the business;

> Assessed the impact of macro-economic conditions on the CGUS;

> Assessed a range of available market data and performing a peer benchmarking exercise to assess and challenge
the growth rates forecasted by management in revenue and margins;

> Assessed reasonable possible changes in assumptions to challenge the appropriateness of management’s
assessment of reasonable possible change scenarios; and

> Worked with our valuation specialists to assess the appropriateness of the discount rates used.

Key observations  Based on our procedures performed, we consider the key assumptions taken by management to be within an
acceptable range and are satisfied that with the valuation of non-financial assets. We provided recommendations to
management and the Audit Committee with respect to control improvements related to the review of the value in
use models.
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5.3. Cyber security incident

Key audit matter The Group was the subject of a cyber security incident in January 2023. Following the detection of unauthorised

description activity on its network, the Group took the decision to temporarily remove access and isolate various parts of its IT
systems, including the Group's core financial reporting systems, while the threat was assessed. Following a forensic
investigation, access to those systems was restored in an orderly manner.

The cyber security incident has consumed a significant amount of management’s time and attention and disrupted
the monthly financial close processes across the Group, particularly during the first half of the year. The higher
proportion of manual processes and controls implemented in response during this period gives rise to an
inherently higher risk of fraudulent financial entries and/or errors.

Specifically we identified a risk relating to the valuation of cyber-related costs as set out in note 6, as well as the
completeness of any liabilities or contingent liabilities, relating to potential penalty claims from regulators and/or
customers relating to the cyber incident.

The Audit Committee Report on page 96 refers to cyber security as an area discussed by the Audit Committee.

How the scope We have performed the following procedures in respect of this key audit matter.
of our audit
responded to
the key audit
matter

With the assistance of our IT specialists, we have:

> performed inquiries with Finance and IT management to understand whether any control deficiencies existed
that allowed the unauthorised activity to occur;

> performed inquiries with management's cyber experts and assessed their reports, to understand:
— the cause and timing of the cyber security incident; and
— the impact of the cyber security incident and the assessment they have made regarding the availability and

integrity of key information and data used in the financial reporting.

> assessed the competence, capabilities and objectivity of the experts used by management; and

> considered whether the cyber security incident would have an impact on the nature, timing and extent of our
audit procedures to test the completeness and accuracy of information on which we relied and as a result, we
performed further audit procedures where we considered it necessary.

We performed a higher degree of substantive testing at the most affected sites and accelerated the timing of our
work with a specific focus on the impacted period up to the recovery of existing IT systems or the implementation
of new IT systems.

We performed procedures to address the risk from the cyber security incident that incorrect or incomplete
financial entries were made, including obtaining an understanding of the relevant manual controls adopted over
the outage period, reconciliations of opening balances entered in the recovered or new systems from the manual
records maintained during the outage period.

We have assessed the valuation of the cyber-related costs incurred, impairment of IT assets as well as
completeness of any liabilities or contingent liabilities relating to the risk of any litigation or fines.

Our enquiries included direct contact with management’s external experts, including considerations of whether
there had been any reporting to regulators, to identify any financial reporting impact arising.

Key observations \We did not identify any significant accounting issues as a consequence of the cyber incident. We have shared
controls observations with management relating to the data migration and related reconciliations performed
between the previous and newly implemented ERP systems during the year.

6. Our application of materiality

6.1. Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions

of a reasonably knowledgeable person would be changed or influenced. We use materiality both in planning the scope of our audit work
and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Group financial statements Company financial statements
Materiality £5.5m (FY22: £6.0m) £3.3m (FY22: £3.6m)
Basis for Materiality was determined based on 5.3% Materiality was determined based on the Company’s
determining (FY22: 4.6%) of profit before tax and specific net assets (3%). This was then capped at 60% of Group
materiality adjusting items as described in note 6. materiality (FY22: 3% of net assets capped at 60% of

Group materiality).

Rationale for Profit before tax and specific adjusting items is a key The Company is non-trading and contains investments in
the benchmark metric for users of the financial statements and reflects  the Group’s trading components and as a result, we have
applied the way business performance is reported and assessed determined net assets for the current year to be the

by external users of the financial statements. appropriate basis.

139

PBT before specific Group materiality £5.50m
adjusting items
£102.90m

. Component materiality range
B /| 60mto £1.78m

Audit Committee reporting

@ PBT before specific adjusting items threshold £0.28m

@ Group materiality

6.2. Performance materiality
We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate, uncorrected and undetected
misstatements exceed the materiality for the financial statements as a whole.

Group financial statements Company financial statements

Performance 65% (FY22: 65%) of Group materiality 65% (FY22: 65%) of Company materiality
materiality

Basis and rationale In determining performance materiality, we considered the following factors:
for determining
performance
materiality

> our risk assessment, including our assessment of the Group'’s overall control environment including the impact of
the cyber security incident on the Group, and our past experience of the audit;
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> the disaggregated nature of the Group and the degree of centralisation in the Group's financial reporting
processes which reduces the likelihood of an individually material error;

> the consistency of senior personnel and executive management; and

> the level of corrected and uncorrected misstatements identified in the prior year audit.

6.3 Error reporting threshold

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £0.28m (FY22: £0.30m),
as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Audit
Committee on disclosure matters that we identified when assessing the overall presentation of the financial statements.

7. An overview of the scope of our audit

7.1. Identification and scoping of components

The Group operates and manufactures in 70 sites in 20 countries spread across five continents with the largest footprint being in
North America, Asia and Europe. Our Group audit was scoped by obtaining an understanding of the Group and its environment,
including Group-wide controls, and assessing the risks of material misstatement at the Group and component level.

Based on that assessment, we focused our Group audit scope across all five of the established Global Business Units: Thermal Ceramics,
Molten Metal Systems, Seals and Bearings, Technical Ceramics and Electrical Carbon.

These five business units are composed of many individual reporting components, which are the lowest level at which management
prepares financial information that is included in the Financial Statements. The Company is located in the UK and is audited directly by
the Group audit team.

We have considered reporting components based on their contribution to Group revenue, and profit. Full scope audit work was
completed on |7 (FY22: I7) components and specified audit procedures were undertaken on a further 12 (FY22:12) components.

Each reporting component in scope, with the exception of the Company, was subject to an audit materiality level between £1.60m

and £1.78m (FY22: £1.76m and £1.95m). The Company component was subject to an audit materiality of £3.30m. Our full scope and
specified audit procedures covered 72.5% of Group revenue (FY22: 72%) and 73.9% of absolute Group profit before tax (FY22: 73%).

At a Group level, we tested the consolidation and performed analytical review procedures over components that were not in scope for
full audits or specified audit procedures.
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7.2. Our consideration of

the control environment

The Group uses a number of different IT
systems across the reporting components
and the control environment is decentralised
and reliant on manual processes. We
involved our IT specialists to obtain an
understanding of general IT controls,
including general IT controls in place over
the newly implemented ERP system in
certain geographies during the year.

We obtained an understanding of relevant
controls over revenue, inventory valuation,
impairment reviews, the financial close
and reporting process and management’s
review of judgements and estimates.

We did not place reliance on controls over
revenue at any site this year, due to the
impact of the cyber incident where there
were manual controls in operation during
the year and general IT controls were not
operating throughout the whole period.

Management is continuing work to

align the systems of financial control and
reporting across the Group, with further
improvements required to the IT
environment in order for us to adopt

a controls reliance approach to our audit.
Management have included an assessment
on page 95.

In response to the cyber security incident in
January 2023, we performed incremental
procedures as described in section 5.3.

7.3. Our considerations of
climate-related risks

In planning our audit, we have considered
the potential impact of climate change on the
Group's business and its financial statements.

Revenue

@ Full audit scope 54%
@ Specified audit procedures 19%
@ Review at group level 27%

The Group considers the risk and
opportunities relevant to be an emerging
issue for the Group. As a part of our

audit procedures, we have obtained
management’s climate-related risk
assessment and held discussions with those
charged with governance to understand

the process of identifying climate-related
risks, the determination of mitigating actions
and the impact on the Group’s financial
statements. While the directors
acknowledged that the transition and
physical risks posed by climate change have
the potential to impact the medium- to
long-term success of the business, they have
assessed that there is no material impact
arising from climate change on the
judgements and estimates made in the
financial statements as at 3|1 December
2023 as explained in note | on page 149.

We performed our own qualitative risk
assessment of the potential impact of
climate change on the Group's account
balances and classes of transactions and did
not identify any additional risks of material
misstatement. Our procedures include
reading disclosures included in the Strategic
Report to consider whether they are
materially consistent with the financial
statements and our knowledge obtained

in the audit.

7.4. Working with other auditors
The audit work on all components was
performed by Deloitte Touche Tohmatsu
Limited member firms. The component
work was performed under the direction,
supervision and review of the Group
audit team.

Profit before tax

@ Full audit scope 54%
@ Specified audit procedures 20%
@ Review at group level 26%

The planned programme which we
designed as part of our involvement in
the component auditors’ work was
delivered over the course of the Group
audit. The extent of our involvement
which commenced from the planning
phase included:

> Setting the scope of the component
auditors and assessment of their
independence;

> Designing the audit procedures for all
significant risks to be addressed by the
component auditors and issuing Group
audit instructions detailing the nature and
form of the reporting required;

> Providing direction on enquiries made by
the component auditors through online
and telephone conversations and in-
person visits; and

> Areview of the component auditors’
engagement file by a senior member
of the Group engagement team.

8. Other information

The other information comprises the
information included in the annual report,
other than the financial statements and our
auditor’s report thereon. The directors are
responsible for the other information
contained within the annual report.

Our opinion on the financial statements
does not cover the other information and,
except to the extent otherwise explicitly
stated in our report, we do not express
any form of assurance conclusion thereon.

Our responsibility is to read the other
information and, in doing so, consider
whether the other information is materially
inconsistent with the financial statements,
or our knowledge obtained in the course
of the audit, or otherwise appears to be
materially misstated.

If we identify such material inconsistencies
or apparent material misstatements, we are
required to determine whether this gives
rise to a material misstatement in the
financial statements themselves. If, based on
the work we have performed, we conclude
that there is a material misstatement of this
other information, we are required to
report that fact.

We have nothing to report in this regard.

9. Responsibilities of directors

As explained more fully in the directors’
responsibilities statement, the directors are
responsible for the preparation of the
financial statements and for being satisfied
that they give a true and fair view, and for
such internal control as the directors
determine is necessary to enable the
preparation of financial statements that are
free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the
directors are responsible for assessing the
Group’s and the Company’s ability to
continue as a going concern, disclosing as
applicable, matters related to going concern
and using the going concern basis of
accounting unless the directors either intend
to liquidate the Group or the Company or
to cease operations, or have no realistic
alternative but to do so.

10. Auditor’s responsibilities
for the audit of the
financial statements

Our objectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from
material misstatement, whether due to
fraud or error, and to issue an auditor’s
report that includes our opinion.
Reasonable assurance is a high level of
assurance, but is not a guarantee that an
audit conducted in accordance with ISAs
(UK) will always detect a material
misstatement when it exists. Misstatements
can arise from fraud or error and are
considered material if, individually or in
the aggregate, they could reasonably

be expected to influence the economic
decisions of users taken on the basis of
these financial statements.

Afurther description of our responsibilities for
the audit of the financial statements is located
on the FRC's website at: www.frc.org.uk/
auditorsresponsibilities. This description
forms part of our auditor’s report.

I1. Extent to which the audit was
considered capable of detecting
irregularities, including fraud

Irregularities, including fraud, are instances of
non-compliance with laws and regulations.
We design procedures in line with our
responsibilities, outlined above, to detect
material misstatements in respect of
irregularities, including fraud. The extent to
which our procedures are capable of detecting
irregularities, including fraud is detailed below.

I1.1. Identifying and

assessing potential risks

related to irregularities

In identifying and assessing risks of material
misstatement in respect of irregularities,
including fraud and non-compliance

with laws and regulations, we considered
the following:

> the nature of the industry and sector,
control environment and business
performance including the design of
the Group’s remuneration policies,
key drivers for directors’ remuneration,
bonus levels and performance targets;

> results of our enquiries of directors,
management, internal audit and the
audit committee about their own
identification and assessment of the risks
of irregularities, including those that are
specific to the Group’s sector;

> any matters we identified having
obtained and reviewed the Group’s
documentation of their policies and
procedures relating to:

— identifying, evaluating and complying
with laws and regulations and whether
they were aware of any instances of
non-compliance;

— detecting and responding to the
risks of fraud and whether they have
knowledge of any actual, suspected
or alleged fraud; and

— the internal controls established
to mitigate risks of fraud or non-
compliance with laws and regulations.

> the implications of the cyber security
incident which occurred in January 2023.

> the matters discussed among the audit
engagement team including significant
component audit teams and relevant
internal specialists, including tax,
valuations, pensions, and IT specialists
regarding how and where fraud might
occur in the financial statements and
any potential indicators of fraud.

As a result of these procedures, we
considered the opportunities and incentives
that may exist within the organisation for
fraud and identified the greatest potential
for fraud in the following areas: the cyber
security incident and revenue recognition.
In common with all audits under ISAs (UK),
we are also required to perform specific
procedures to respond to the risk of
management override.

|41

We also obtained an understanding of the
legal and regulatory frameworks that the
Group operates in, focusing on provisions
of those laws and regulations that had a
direct effect on the determination of
material amounts and disclosures in the
financial statements. The key laws and
regulations we considered in this context
included the UK Companies Act, Listing
Rules, pensions, data protection and tax
legislation in all relevant jurisdictions where
the Group operates.

In addition, we considered provisions of
other laws and regulations that do not have
a direct effect on the financial statements
but compliance with which may be
fundamental to the Group's ability to
operate or to avoid a material penalty.
These included the Group’s environmental
regulations.

11.2. Audit response to

risks identified

As a result of performing the above,

we identified the cyber security incident as
a key audit matter related to the potential
risk of fraud or non-compliance with laws
and regulations.

The key audit matters section of our report
explains the matter in more detail and also
describes the specific procedures we
performed in response to that key audit
matter. Our procedures to respond to

risks identified included the following:

> reviewing the financial statement
disclosures and testing to supporting
documentation to assess compliance
with provisions of relevant laws and
regulations described as having a direct
effect on the financial statements;

> enquiring of management, the Audit
Committee and in-house legal counsel
concerning actual and potential litigation
and claims, including in respect of the
cyber security incident as described in
section 5.3;

> performing analytical procedures to
identify any unusual or unexpected
relationships that may indicate risks of
material misstatement due to fraud;

> reading minutes of meetings of those
charged with governance, reviewing
internal audit reports and reviewing
correspondence with HMRG;

> in addressing the risk of fraud in relation
to revenue recognition, we tested a
sample of sales recognised during the
period by agreeing to invoice, dispatch
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note and cash collection (where
appropriate) to assess whether the
performance obligations have been
met: and

> in addressing the risk of fraud through
management override of controls, testing
the appropriateness of journal entries and
other adjustments; assessing whether the
judgements made in making accounting
estimates are indicative of a potential
bias; and evaluating the business rationale
of any significant transactions that are
unusual or outside the normal course
of business.

We also communicated relevant identified
laws and regulations and potential fraud
risks to all engagement team members
including significant component audit
teams and internal specialists and remained
alert to any indications of fraud or
non-compliance with laws and regulations
throughout the audit.

Report on other legal and
regulatory requirements

12. Opinions on other matters
prescribed by the Companies
Act 2006

In our opinion the part of the directors’
remuneration report to be audited has
been properly prepared in accordance

with the Companies Act 2006.

In our opinion, based on the work
undertaken in the course of the audit:

> the information given in the strategic
report and the directors’ report for
the financial year for which the financial
statements are prepared is consistent
with the financial statements; and

> the strategic report and the directors’
report have been prepared in accordance
with applicable legal requirements.

In the light of the knowledge and
understanding of the Group and the
Company and their environment obtained
in the course of the audit, we have not
identified any material misstatements in the
strategic report or the directors’ report.

I13. Corporate Governance
Statement

The Listing Rules require us to review the
directors’ statement in relation to going
concern, longer-term viability and that part
of the Corporate Governance Statement
relating to the Group’s compliance with

the provisions of the UK Corporate
Governance Code specified for our review.

Based on the work undertaken as part of
our audit, we have concluded that each of
the following elements of the Corporate
Governance Statement is materially
consistent with the financial statements and
our knowledge obtained during the audit:

> the directors’ statement with regards
to the appropriateness of adopting the
going concern basis of accounting and any
material uncertainties identified set out
on page 70;

> the directors’ explanation as to its
assessment of the Group’s prospects,
the period this assessment covers and
why the period is appropriate set out on
page 70;

> the directors' statement on fair,
balanced and understandable set
out on page 134;

> the board’s confirmation that it has
carried out a robust assessment of the
emerging and principal risks set out on
page 54;

> the section of the annual report that
describes the review of effectiveness of
risk management and internal control
systems set out on page 97; and

> the section describing the work of the
audit committee set out on page 93.

14. Matters on which we are
required to report by exception

14.1. Adequacy of explanations
received and accounting records
Under the Companies Act 2006 we are
required to report to you if, in our opinion:

> we have not received all the information
and explanations we require for our
audit; or

> adequate accounting records have not
been kept by the Company, or returns
adequate for our audit have not been
received from branches not visited
by us; or

> the Company financial statements are not
in agreement with the accounting records
and returns.

We have nothing to report in respect of
these matters.

14.2. Directors’ remuneration
Under the Companies Act 2006 we are
also required to report if in our opinion
certain disclosures of directors’
remuneration have not been made or the
part of the directors’ remuneration report
to be audited is not in agreement with the
accounting records and returns.

We have nothing to report in respect of
these matters.

I5. Other matters which we are
required to address

15.1. Auditor tenure

Following the recommendation of the audit
committee, we were appointed in June
2019 to audit the financial statements for
the year ending 31 December 2020 and
subsequent financial periods. The Board’s
decision was approved by the shareholders
at the AGM in May 2020. The period of
total uninterrupted engagement of the firm
is four years, covering the years ending

31 December 2020 to 31 December 2023.

15.2. Consistency of the audit
report with the additional report
to the audit committee

Our audit opinion is consistent with the
additional report to the audit committee
we are required to provide in accordance
with 1SAs (UK).

16. Use of our report

This report is made solely to the
Company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has
been undertaken so that we might state to
the Company’s members those matters we
are required to state to them in an auditor’s
report and for no other purpose. To the
fullest extent permitted by law, we do

not accept or assume responsibility to
anyone other than the Company and the
Company’s members as a body, for our
audit work, for this report, or for the
opinions we have formed.

As required by the Financial Conduct
Authority (FCA) Disclosure Guidance and
Transparency Rule (DTR) 4.1.15R — DTR
4.1.18R, these financial statements will form
part of the Electronic Format Annual Financial
Report filed on the National Storage
Mechanism of the FCA in accordance with
DTR4.1.15R = DTR 4.1.18R. This auditor’s
report provides no assurance over whether
the Electronic Format Annual Financial Report
has been prepared in compliance with DTR
4.1.15R—DTR4.1.18R.

Jane Makrakis, ACA
(Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

Reading, United Kingdom
[l March 2024

Contents

Consolidated income statement
Consolidated statement of
comprehensive income
Consolidated balance sheet
Consolidated statement of

changes in equity

Consolidated statement of cash flows

Notes to the consolidated
financial statements

Company balance sheet

Company statement of changes in equity
Notes to the Company financial statements
Group statistical information

Cautionary statement

Glossary of terms

Shareholder information

144

145
146

147
148

149
198
199
200
217
218
218
219

Financial
statements

B
-

Sjuswaje)s |eldUBUIY -



441 e 145

Consolidated income statement Consolidated statement
FOR THE YEAR ENDED 31 DECEMRBER 2023 of Comprehensive income

31 December 2023 31 December 2022
R FOR THE YEAR ENDED 3| DECEMBER 2023
esults Results
before before
specific Specific specific Specific 31 December 3| December
adjusting adjusting adjusting adjusting 2023 2022
items items' Total items items' Total Note £m £m
Note £m £m £m £m £ £m Profit for the year 56.3 96.7
Revenue 3 1,114.7 - 1,114.7 2.0 - 2.0
Operating costs before amortisation Other comprehensive (expense)/income:
of intangible assets, impairments Items that will not be reclassified subsequently to profit or loss:
and reversal of impairments of ,
non-financial assets . (994.4) (25.9) (1,020.3) 961.1) 10 (960.1) Remeasurement (loss)/gain on defined benefit plans 22 (11.5) 55
" . Tax effect of components of other comprehensive income not reclassified 8 (0.5) (3.4)
Profit from operations before
amortisation of intangible (12.0) 2.1
assets, impairments and Items that may be reclassified subsequently to profit or loss:
reversal of impairments of : . .
F h translation diffe 32.8 17.5
non-financial assets 3 120.3 (25.9) 94.4 151.0 1.0 152.0 Coreh'il” exi ane ransiation driierences (32.8)
Amortisation of intangible assets 4 33) - (3.3) 4.7) - 4.7) ash low nedges:
Impairment of non-financial assets 6 - (7.3) (7.3) - (6.5) (6.5) Change in fair value ol ©.2)
. . Transferred to profit and loss 0.2 0.1
Reversal of impairment of
non-financial assets 6 - 8.1 8.1 - - - Net investment hedges:
Operating profit 3 117.0 (25.1) 91.9 146.3 (5.5) 140.8 Change in fair value (0.3) -
Finance income 3.9 - 3.9 1.6 - [.6 (31.8) |7.4
Finance expense (18.0) - (18.0) (10.8) - (10.8) Total other comprehensive (expense)/income (43.8) 19.5
Net financing costs 7 (14.1) - (14.1) (9.2) - (9.2) Total comprehensive income 12.5 [16.2
Profit before taxation 102.9 (25.1) 77.8 137.1 (5.5) 131.6
Income tax expense 8 (26.0) 3.8 (22.2) (37.1) 1.1 (36.0) Attributable to:
Profit from continuing Shareholders of the Company 6.7 106.7
operations 76.9 (21.3) 55.6 100.0 (4.4) 95.6 Non-controlling interests 5.8 9.5
Profit from discontinued 12.5 [16.2
operations? 9 - 0.7 0.7 - [ I
Profit for the year 76.9 (20.6) 56.3 100.0 @:3) 96.7 Total comprehensive income attributable to shareholders of the
P"Of't for the year Company arising from: -
attg:uta:leto. e C 67.9 206 473 913 33 85.0 Continuing operations 6.0 105.6 ]
areho erslo t & -ompany 7. (20.6) 7. : (3:3) : Discontinued operations 0.7 .1 g
Non-controlling interests 9.0 - 9.0 8.7 - 8.7 6.7 1067 5
76.9 (20.6) 56.3 100.0 (3.3) 96.7 - - %
Earnings per share 10 2
Continuing and
discontinued operations
Basic earnings per share 16.6p 31.0p
Diluted earnings per share 16.5p 30.7p
Continuing operations
Basic earnings per share 16.4p 30.6p
Diluted earnings per share 16.3p 30.3p
Dividends?
Interim dividend
— pence 5.30p 5.30p
—£m 15.1 I5.1
Proposed final dividend
— pence 6.70p 6.70p
—£m 19.1 19.1
I. Details of specific adjusting items from continuing operations are given in note 6 to the consolidated financial statements.
2. Profits from discontinued operations are entirely attributable to the shareholders of the Company.
3. The proposed final dividend is based upon the number of Ordinary shares outstanding at the balance sheet date.
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Consolidated balance sheet

AS AT 31 DECEMBER 2023

2023 2022
Note £m £m
Assets
Property, plant and equipment I 293.8 283.2
Right-of-use assets 12 31.6 33.6
Intangible assets: goodwill 13 177.5 181.9
Intangible assets: other 13 4.7 7.1
Investments 2.2 -
Other receivables 16 3.4 3.2
Deferred tax assets 14 17.6 5.3
Total non-current assets 530.8 524.3
Inventories 15 175.1 174.2
Derivative financial assets 1.5 [.3
Trade and other receivables 16 191.6 202.5
Current tax receivable 1.2 0.3
Cash and cash equivalents 17 124.5 7.7
Total current assets 493.9 496.0
Total assets 1,024.7 [,020.3
Liabilities
Borrowings 20 309.1 230.1
Lease liabilities 20 36.6 41.4
Employee benefits: pensions 22 25.2 15.6
Provisions 24 11.5 [6.1
Non-trade payables 18 24 2.1
Deferred tax liabilities 14 1.8 2.0
Total non-current liabilities 386.6 307.3
Borrowings and bank overdrafts 20 0.6 36.1
Lease liabilities 20 10.5 0.5
Trade and other payables 18 192.0 195.0
Current tax payable 25.6 30.3
Provisions 24 10.3 9.9
Derivative financial liabilities 0.5 [.6
Total current liabilities 239.5 283.4
Total liabilities 626.1 590.7
Total net assets 398.6 429.6
Equity
Share capital 19 713 71.3
Share premium 1.7 1.7
Reserves 6.5 35.1
Retained earnings 170.8 170.9
Total equity attributable to shareholders of the Company 360.3 389.0
Non-controlling interests 38.3 40.6
Total equity 398.6 429.6

The financial statements were approved by the Board of Directors on || March 2024 and were signed on its behalf by:

Pete Raby Richard Armitage
CHIEF EXECUTIVE OFFICER ~ CHIEF FINANCIAL OFFICER

Consolidated statement of changes in equity

FOR THE YEAR ENDED 31 DECEMBER 2023

147

Capital Total Non-
Share Share Translation Hedging Fair value redemption Other Retained parent controlling Total
capital premium reserve reserve reserve reserve reserves earnings equity interests equity
£m £m £m £m £m £m £m £m £m £m £m

At | January 2022 71.3 1.7 (16.7) ©.1) (1.0) 357 0.6 109.1 310.6 39.0 349.6
Profit for the year - - - - - - - 88.0 88.0 8.7 96.7
Other comprehensive
income/(expense):
Remeasurement gain on
defined benefit plans and
related taxes - - - - - - - 2.1 2.1 - 2.1
Foreign exchange differences
and related taxes - - 6.7 - - - - - 16.7 0.8 17.5
Cash flow hedging fair value
changes and transfers - - - ©.1) - - - - ©.1) - 0.1)
Total other
comprehensive income/
(expense) - - 16.7 0.1) - - - 2.1 18.7 0.8 19.5
Total comprehensive
income/(expense) - - 16.7 ©.1) - - - 90.1 106.7 9.5 116.2
Transactions with
owners:
Dividends - - - - - - - (31.6) (31.6) 7.9) (39.5)
Equity-settled
share-based payments - - - - - - - 57 5.7 - 57
Own shares acquired for
share incentive schemes (net) - - - - - - - 2.4 2.4) - 2.4)
At 31 December 2022 713 1.7 - 0.2) (1.0) 35.7 0.6 170.9 389.0 40.6 429.6
At | January 2023 71.3 1.7 - (0.2) (1.0) 35.7 0.6 170.9 389.0 40.6 429.6
Profit for the year - - - - - - - 47.3 47.3 9.0 56.3
Other comprehensive
income/(expense):
Remeasurement loss on
defined benefit plans and
related taxes - - - - - - - (12.0) (12.0) - (12.0)
Foreign exchange differences o
and related taxes - - (29.6) - - - - - (29.6) 3.2) (32.8) §
Cash flow hedging fair value 5
changes and transfers - - - 1.3 - - - - 1.3 - 1.3 §
Net investment hedging fair %
value changes and transfers - - (0.3) - - - - - (0.3) - (0.3) z
Total other
comprehensive income/
(expense) - - (29.9) 1.3 - - - (12.0) (40.6) (3.2) (43.8)
Total comprehensive
income/(expense) - - (29.9) 1.3 - - - 353 6.7 5.8 12.5
Transactions with
owners:
Dividends - - - - - - - (34.2) (34.2) 8.1) (42.3)
Equity-settled
share-based payments - - - - - - - 2.9 2.9 - 2.9
Own shares acquired for
share incentive schemes (net) - - - - - - - @.n “.1) - .1
At 31 December 2023 71.3 1.7 (29.9) 1.1 (1.0) 35.7 0.6 170.8 360.3 38.3 398.6

Details of the reserves are provided in note 19.
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Consolidated statement of cash flows

FOR THE YEAR ENDED 31 DECEMBER 2023

31 December

31 December

2023 2022
Note £m £m
Operating activities
Profit for the year from continuing operations 55.6 95.6
Profit for the year from discontinued operations 9 0.7 [
Adjustments for:
Depreciation — property, plant and equipment 31.9 30.3
Depreciation — right-of-use assets 7.6 7.8
Amortisation 3.3 4.7
Net financing costs 7 14.1 9.2
Profit on disposal of business 2,6 - 0.4)
Non-cash specific adjusting items included in operating profit (2.5) 6.6
Fair value gain on equity instruments held at FVTPL (0.9) -
Profit on sale of property, plant and equipment (1.6) 0.3)
Income tax expense 8 22.2 36.0
Equity-settled share-based payment expense 4 2.9 5.1
Cash generated from operations before changes in working capital and provisions 133.3 195.7
Increase in trade and other receivables 4.0) (26.5)
Increase in inventories (12.3) (25.2)
Increase in trade and other payables 13.3 7.0
Decrease in provisions (3.49) (4.9)
Payments to defined benefit pension plans (net of IAS |9 pension charges) 22 0.2) (85.9)
Cash generated from operations 126.7 60.2
Interest paid — borrowings and overdrafts (15.5) (7.0)
Interest paid — lease liabilities (2.4) 2.4)
Income tax paid (30.3) (31.8)
Net cash from operating activities 78.5 19.0
Investing activities
Purchase of property, plant and equipment and software (60.4) (58.0)
Purchase of investments 21 (5.6) -
Proceeds from sale of property, plant and equipment 1.8 0.6
Grants received for purchase of equipment 0.1 -
Interest received 3.9 1.6
Disposal of investments 2 - 0.4
Net cash from investing activities (60.2) (55.4)
Financing activities
Purchase of own shares for share incentive schemes 19 “4.7) (2.9)
Proceeds from exercise of share options 19 0.6 0.5
Increase in borrowings 17 247.2 [13.3
Repayment of borrowings 17 (193.9) (39.0)
Payment of lease liabilities 17 (8.9) 9.0)
Dividends paid to shareholders of the Company (34.2) (31.6)
Dividends paid to non-controlling interests (8.1) (7.9)
Net cash from financing activities (2.0) 234
Net increase/(decrease) in cash and cash equivalents 16.3 (13.0)
Cash and cash equivalents at start of the year 117.7 127.3
Effect of exchange rate fluctuations on cash held (9.5) 34
Cash and cash equivalents at year end 17 124.5 117.7
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Notes to the consolidated financial statements

I. Material accounting policies, estimates and judgements

Morgan Advanced Materials plc (the ‘Company’) is a public company limited by shares incorporated in the UK under the Companies
Act and is headquartered in the UK. The address of the registered office is given in Shareholder information on page 220.

The principal activities of the Company and its subsidiaries and the nature of the Group’s operations are set out in the Strategic
Report on pages 2 to 75.

The Group’s financial statements consolidate those of the Company and its subsidiaries (together referred to as the ‘Group’), and include
the Group’s interest in associates. The Parent Company financial statements present information about the Company as a separate entity
and not about its Group. These consolidated financial statements have been drawn up to 31 December 2023. The Group maintains

a |2-month calendar financial year ending on 31 December.

The Group financial statements have been prepared and approved by the Directors in accordance with the requirements of the
Companies Act 2006 and International Financial Reporting Standards (‘IFRS’) as adopted by the UK. The Company has elected to
prepare its Parent Company financial statements in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework;
these are presented on pages 198 to 216.

Except for the changes set out in the adoption of new and revised standards section, the accounting policies set out below have been
applied consistently to all periods presented in these Group financial statements.

Material accounting policies

Measurement convention
The financial statements are prepared on the historical cost basis except that the following assets and liabilities are stated at their fair
value: derivative financial instruments and financial instruments designated as fair value through other comprehensive income (‘FVOCI’).

Functional and presentation currency
The Group's financial statements are presented in pounds sterling, which is the Company'’s functional currency.

Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to, variable returns
from its involvement with the entity and has the ability to affect those returns through its power over the entity. The financial statements
of subsidiaries are included in the consolidated financial statements from the date on which control commences until the date on which
control ceases.

(i) Acquisitions

Business combinations are accounted for using the acquisition method as at the acquisition date, which is the date on which control is
transferred to the Group. The Group measures goodwill as the acquisition-date fair value of the consideration transferred, including the
amount of any non-controlling interest in the acquiree, less the net of the acquisition-date fair values of the identifiable assets acquired
and liabilities assumed, including contingent liabilities as required by IFRS 3.

Consideration transferred includes the fair values of assets transferred, liabilities incurred by the Group to the previous owners of the
acquiree, equity interests issued by the Group, contingent consideration and share-based payment awards of the acquiree that are replaced
in the business combination. Any contingent consideration payable is recognised at fair value at the acquisition date. Subsequent changes

to the fair value of contingent consideration that is not classified as equity is recognised in the income statement.
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Transaction costs that the Group incurs in connection with a business combination, such as finder’s fees, legal fees, due diligence fees
and other professional and consulting fees, are expensed as incurred.

(iii) Transactions eliminated on consolidation

Intra-Group balances and any unrealised gains and losses or income and expenses arising from intra-Group transactions are eliminated
in preparing the consolidated financial statements. Unrealised gains arising from transactions with associates are eliminated against the

investment to the extent of the Group’s interest in the associate. Unrealised losses are eliminated in the same way as unrealised gains,

but only to the extent that there is no evidence of impairment.
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Notes to the consolidated financial statements continued

I. Material accounting policies, estimates and judgements (continued)

Foreign currency

(i) Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies at the balance sheet date are translated to pounds sterling at the foreign exchange rate ruling
at that date. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are translated to pounds sterling at foreign exchange rates ruling at the dates the fair values are determined.

(i) Financial statements of foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are translated to
pounds sterling at foreign exchange rates ruling at the balance sheet date. The revenues, expenses and cash flows of foreign operations
are translated to pounds sterling at an average rate for the period where this approximates to the foreign exchange rates ruling at the
dates of the transactions. Foreign exchange differences arising on retranslation since the adoption of IFRS are recognised directly in other
comprehensive income and accumulated in the translation reserve.

Specific adjusting items

The Group uses specific adjusting items, which are not defined or specified under IFRS. These specific adjusting items, which are not
considered to be a substitute for IFRS measures, provide additional helpful information. In the consolidated income statement the Group
presents specific adjusting items separately. In the judgement of the Directors, due to the nature and value of these items they should be
disclosed separately from the underlying results of the Group to provide the reader with an alternative understanding of the financial
information and an indication of the underlying performance of the Group.

Revenue

Revenue is recognised as or when the Group satisfies a performance obligation by transferring a promised good or service to a customer.
The Group’s principal performance obligation is the provision of products and components, and is satisfied at a point in time and subject
to payment terms typical to the geography in which the business operates. Products and components are transferred when the customer
obtains control of the goods. For goods that are collected by the customer, revenue is recognised at the point the customer has taken
physical possession of the goods. For contracts that include delivery of goods, the delivery element of the contract constitutes a separate
performance obligation because it is distinct. For these contracts, control of the goods does not transfer to the customer until the goods
have been delivered and therefore both performance obligations are satisfied simultaneously. Revenue for these contracts is therefore
recognised on delivery.

Substantially all of the Group's revenue is derived from short-term contracts for the provision of products and components. A smaller
portion of the Group's revenue relates to project-based business, principally within the Thermal Ceramics global business unit (GBU).
Revenue for these contracts is recognised in line with fulfilment of contractual performance obligations stated in the contract and is not
significant; consequently (except for trade receivables) the Group does not have significant assets or liabilities relating to its contracts
with customers.

Revenue is only recognised to the extent that it is highly probable that a significant reversal in the amount of cumulative revenue recognised
will not occur. The transaction price is determined as the amount receivable for the provision of products and components excluding
rebates, discounts and similar items. Determining the transaction price does not require significant judgement. The costs incurred in
obtaining contracts are not material. The Group acts as a principal in its transactions with customers. In 2023, there were no material
adjustments to revenue which related to performance obligations satisfied in the previous year.

IFRS 15 Revenue from Contracts with Customers requires revenue to be disaggregated into categories that depict how the nature,
amount, timing and uncertainty of revenue and cash flows are affected by economic factors. The Group discloses revenue disaggregated
by geography, end-market and by GBU, which are aligned by product type, in note 3 to the consolidated financial statements.

Research and development

The Group’s research and development expenditure is widely dispersed with no individually material projects. It is often some time into
a project before the Group is able to test technical or commercial feasibility and therefore whether the Group will continue to fund any
individual project, as such materially all of the Group’s expenditure is recognised in the income statement as an expense as incurred.

Development activities are capitalised when research findings are applied to a plan or design for the production of new or substantially
improved products and processes and relate to a product or process that is technically and commercially feasible, and when the Group
has sufficient resources to complete development, use and sale of products or processes. Capitalised development expenditure is stated
at cost less accumulated amortisation and impairment losses.
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|. Material accounting policies, estimates and judgements (continued)

Finance income and expense

Net financing costs comprise interest payable on borrowings calculated using the effective interest rate method, interest receivable on
funds invested, gains and losses on hedging instruments that are recognised in the income statement, interest on IFRS 16 lease liabilities
and net interest on IAS |9 pension assets and IAS |9 obligations. Interest income is recognised in the income statement as it accrues,
using the effective interest method.

Borrowing costs (interest and other costs) are capitalised when they are incurred on raising specific funds to finance a major capital
project which will be a significant productive asset, or to the extent that funds borrowed generally are used for the purposes of obtaining
a qualifying asset.

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the income statement except
to the extent that it relates to items recognised directly in equity or other comprehensive income, in which case it is recognised in equity
or other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the balance
sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The following temporary differences are
not provided for: the initial recognition of goodwill, the initial recognition of assets or liabilities that affect neither accounting nor taxable
profit and differences relating to investments in subsidiaries to the extent that they will probably not reverse in the foreseeable future.
The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets

and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset
can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Discontinued operations

Where the Group has disposed of or has classified as held-for-sale a business component which represents a separate major line of
business or geographical area of operations, it classifies such operations as discontinued. The post-tax profit or loss of the discontinued
operations is shown as a single line on the face of the consolidated income statement, separate from the results of the rest of the Group.

Hedge accounting

The Group designates certain derivatives as hedging instruments in respect of foreign currency risk and interest rate risk in cash flow
hedges. Hedges of foreign exchange risk on firm commitments are accounted for as cash flow hedges. At the inception of the hedge
relationship, the Group documents the relationship between the hedging instrument and the hedged item, along with its risk management
objectives and its strategy for undertaking various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis,
the Group documents whether the hedging instrument is effective in offsetting changes in fair values or cash flows of the hedged item
attributable to the hedged risk, which is when the hedging relationships meet all of the following hedge effectiveness requirements:

> there is an economic relationship between the hedged item and the hedging instrument;

> the effect of credit risk does not dominate the value changes that result from that economic relationship; and
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> the hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged item that the Group actually
hedges and the quantity of the hedging instrument that the Group actually uses to hedge that quantity of hedged item.

If a hedging relationship ceases to meet the hedge effectiveness requirement relating to the hedge ratio but the risk management
objective for that designated hedging relationship remains the same, the Group adjusts the hedge ratio of the hedging relationship

(ie rebalances the hedge) so that it meets the qualifying criteria again. The Group designates the full change in the fair value of a forward
contract (ie including the forward elements) as the hedging instrument for all of its hedging relationships involving forward contracts.

Note 21 sets out details of the fair values of the derivative instruments used for hedging purposes.

Movements in the hedging reserve in equity are detailed in note |9.

Fair value hedges
The fair value change on qualifying hedging instruments is recognised in profit or loss.

Where hedging gains or losses are recognised in profit or loss, they are recognised in the same line as the hedged item.

Cash flow hedges

The effective portion of changes in the fair value of derivatives and other qualifying hedging instruments that are designated and qualify
as cash flow hedges is recognised in other comprehensive income and accumulated under the heading of hedging reserve, limited to
the cumulative change in fair value of the hedged item from inception of the hedge. The gain or loss relating to the ineffective portion
is recognised immediately in profit or loss.
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Notes to the consolidated financial statements continued

I. Material accounting policies, estimates and judgements (continued)

Amounts previously recognised in other comprehensive income and accumulated in equity are reclassified to profit or loss in the periods
when the hedged item affects profit or loss, in the same line as the recognised hedged item. However, when the hedged forecast
transaction results in the recognition of a non-financial asset or a non-financial liability, the gains and losses previously recognised in other
comprehensive income and accumulated in equity are removed from equity and included in the initial measurement of the cost of the
non-financial asset or non-financial liability. This transfer does not affect other comprehensive income. Furthermore, if the Group expects
that some or all of the loss accumulated in the hedging reserve will not be recovered in the future, that amount is immediately reclassified
to profit or loss.

The Group discontinues hedge accounting only when the hedging relationship (or a part thereof) ceases to meet the qualifying criteria
(after rebalancing, if applicable). This includes instances when the hedging instrument expires or is sold, terminated or exercised. The
discontinuation is accounted for prospectively. Any gain or loss recognised in other comprehensive income and accumulated in the cash
flow hedge reserve at that time remains in equity and is reclassified to profit or loss when the forecast transaction occurs. When a forecast
transaction is no longer expected to occur, the gain or loss accumulated in the cash flow hedge reserve is reclassified immediately to

profit or loss.

Net investment hedge accounting

The Group uses foreign currency denominated borrowings as a hedge against translation exposure on the Group’s net investment in
overseas companies. Where the hedge is fully effective at hedging, the variability in the net assets of such companies caused by changes in
exchange rates and the changes in value of borrowings are recognised in other comprehensive income and accumulated in the translation
reserve. The ineffective part of any changes in value caused by changes in exchange rates is recognised immediately in profit or loss.

Property, plant and equipment

(i) Owned assets

[tems of property, plant and equipment are stated at cost less accumulated depreciation (see below) and impairment losses. The cost
of self-constructed assets includes the cost of materials, direct labour, and an appropriate proportion of production overheads.

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items of property,
plant and equipment.

Gains and losses on the disposal of property, plant and equipment are determined by comparing the proceeds from disposal with the
carrying amount of the asset. Gains and losses on the disposal of property, plant and equipment are recognised in ‘Operating costs
before amortisation of intangible assets, impairments and reversal of impairments of non-financial assets’ in the income statement.

(ii) Depreciation of owned assets

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each part of an item of property,
plant and equipment. Land is not depreciated. Depreciation methods, useful lives and residual values are reviewed at each balance sheet
date. The estimated useful lives are as follows:

Buildings 50 years
Plant, equipment and fixtures 3—20 years

Leasing

The Group assesses whether a contract is or contains a lease at inception of the contract. The Group recognises a right-of-use asset

and a corresponding lease liability with respect to all lease arrangements in which it is the lessee, except for short-term leases (defined

as leases with a lease term of 12 months or less) and leases of low value assets (defined as leases of a value of less than USD5,000 at lease
commencement). For these leases, the Group recognises the lease payments as an operating expense on a straight-line basis over the
term of the lease.

(i) Lease liabilities

The lease liability is initially measured at the present value of future lease payments, discounted by using the rate implicit in the lease or,
where the rate cannot be readily determined, an incremental borrowing rate. The lease payments included in the lease liability comprise
fixed lease payments, variable payments that depend on an index or rate and any payments due under lease extension, termination or
purchase options to the extent they are assessed as reasonably certain.

The lease liability is subsequently measured by using the effective interest method and by reducing the carrying amount to reflect the
lease payments made.

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use asset) whenever there is

a lease modification, a change in lease term or there is a significant event or change in circumstances resulting in a change in the assessment
or exercise of other lease variables, such as purchase options. A remeasurement will also occur when the lease payments change due to
changes in index rates.
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(i) Right-of-use assets

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at or before the
commencement date, less any lease incentives received and initial direct costs. They are subsequently measured at cost less accumulated
depreciation and impairment losses.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the site on which it is located or
restore the underlying asset to the condition required by the terms and conditions of the lease, a provision is recognised and measured
under IAS 37. To the extent that the costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, unless
those costs are incurred to produce inventories.

(iii) Depreciation of right-of-use assets
Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset. The depreciation starts
at the commencement date of the lease.

Goodwill
All business combinations are accounted for by applying the purchase method. Goodwill represents the difference between the cost of the
acquisition and the fair value of assets, liabilities and contingent liabilities acquired.

Goodwill is not amortised. Goodwill is allocated to cash-generating units or groups of cash-generating units and is tested at least annually
for impairment. If the recoverable amount of the cash-generating unit or group of cash-generating units is less than the carrying amount
of the unit or group, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit or group and
then to reduce the carrying amount of the other intangibles and other assets of the unit or group on a pro-rate basis. An impairment loss
recognised for goodwill is not reversed in a subsequent period.

Other intangible assets
Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation (see below) and impairment losses.

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible assets unless such
lives are indefinite. Intangible assets with an indefinite useful life are systematically tested for impairment at each balance sheet date.
Other intangible assets are amortised from the date they are available for use. The estimated useful lives are as follows:

Capitalised development costs 3 years
Computer software 3—-10 years
Customer relationships 1520 years
Technology and trademarks 15-20 years

When the Group incurs configuration and customisation costs as part of a cloud-based software-as-a-service agreement, and where
this does not result in the creation of an asset which the Group has control over, then these costs are expensed.

Impairment of non-financial assets, excluding goodwill
The carrying amounts of the Group’s assets and cash-generating units are reviewed at each balance sheet date to determine whether
there is any indication of impairment. If any such indication exists, the asset or cash-generating unit’s recoverable amount is estimated.
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The recoverable amount of other assets and cash-generating units is the greater of their value in use and fair value less costs to sell.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset or cash-generating unit. An impairment loss
is recognised immediately in profit or loss.

An impairment loss is reversed if the subsequent increase in recoverable amount can be related objectively to an event occurring after
the impairment loss was recognised. A reversal of an impairment loss is recognised immediately in profit or loss to the extent that the
asset’s or cash-generating unit's carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.
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Notes to the consolidated financial statements continued

I. Material accounting policies, estimates and judgements (continued)

Inventories
Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the ordinary course
of business, less the estimated costs of completion and selling expenses.

The cost of inventories is based on the first-in-first-out principle and includes expenditure incurred in acquiring the inventories and
bringing them to their existing location and condition. In the case of manufactured inventories and work in progress, cost includes an
appropriate share of overheads based on normal operating capacity.

Trade and other receivables

Trade receivables are recorded initially at transaction price and subsequently measured at amortised cost less the loss allowance. The loss
allowance is recognised based on management’s expectation of losses without regard to whether an impairment trigger happened or not
(an ‘expected credit loss (ECL)' model). The Group measures the loss allowance for trade receivables at an amount equal to lifetime ECL,
estimated based on historical write-offs and adjusted for forward-looking information where appropriate. Trade receivables more than
180 days past due are generally considered not recoverable and a 100% loss allowance is recognised, except where historical experience
with certain customers or geographies indicates otherwise. The loss is recognised in the income statement. Trade receivables are
written off when recoverability is assessed as being remote. Subsequent recoveries of amounts previously written off are credited to

the income statement.

Cash and cash equivalents

Cash and cash equivalents comprise bank balances and cash deposits. Cash deposits include demand deposits and short-term

highly liquid investments with maturities of three months or less on origination that are readily convertible to known amounts of cash and
are subject to an insignificant risk of changes in value. Bank overdrafts that are repayable on demand and form an integral part of the
Group’s cash management are included as a component of borrowings for the purpose of the Group statement of cash flows.

Trade and other payables
Trade and other payables are recognised initially at transaction price. Subsequent to initial recognition they are measured at amortised cost
using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial recognition, borrowings are stated
at amortised cost with any difference between cost and redemption value being recognised in the income statement over the period of
the borrowings on an effective interest basis.

Financial instruments issued by the Group
Financial instruments issued by the Group are treated as equity (ie forming part of shareholders’ funds) only to the extent that they meet
the following two conditions:

(i) they include no contractual obligations upon the Group to deliver cash or other financial assets or to exchange financial assets or
financial liabilities with another party under conditions that are potentially unfavourable to the Group; and

(i) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-derivative that includes
no obligation to deliver a variable number of the Company’s own equity instruments or is a derivative that will be settled by the
Company exchanging a fixed amount of cash or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the instrument so classified
takes the legal form of the Company’s own shares, the amounts presented in these financial statements for called-up share capital and
share premium account exclude amounts in relation to those shares.

Finance payments associated with financial liabilities are dealt with as part of finance expenses. Finance payments associated with financial
instruments that are classified in equity are dividends and are recorded directly in equity.

Pensions and other long-term service benefits

(i) Defined contribution plans

For defined contribution plans, the Group pays contributions to either publicly or privately administered pension plans, and the Group
has no further payment obligations once the contributions have been paid. Obligations for contributions to defined contribution pension
plans are recognised as an expense in the income statement as incurred.
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(i) Defined benefit plans
A defined benefit plan is any retirement plan which is not a defined contribution plan. Typically, defined benefit plans define an amount of
retirement benefit that an employee will receive, usually depending on one or more factors such as age, years of service and earnings.

The Group’s net obligation in respect of defined benefit pension plans is calculated separately for each plan by estimating the amount
of future benefit that employees have earned in return for their service in the current and prior periods; that benefit is discounted to
determine its present value, and the fair value of any plan assets is deducted. The discount rate is the yield at the balance sheet date on
AA-credit-rated bonds that have maturity dates approximating the terms of the Group’s obligations. The calculation is performed by

a qualified actuary using the projected unit credit method.

When the calculation results in a benefit to the Group, the recognised asset is limited to the total of the present value of economic benefits
available in the form of any future refunds from the plan or reductions in future contributions to the plan. An economic benefit is available
to the Group if it is realisable during the life of the plan, or on settlement of the plan liabilities. Remeasurement gains and losses, differences
between the interest income and actual returns on assets, and the effect of changes in actuarial assumptions, are recognised in full in other
comprehensive income in the year in which they arise.

(iii) Long-term service benefits

The Group’s net obligation in respect of long-term service benefits, other than pension plans, is the amount of future benefit that
employees have earned in return for their service in the current and prior periods. The obligation is calculated using the projected unit
credit method, or similar approximation, and is discounted to its present value and the fair value of any related assets is deducted.

The discount rate is the yield at the balance sheet date on AA-credit-rated bonds that have maturity dates approximating the terms of
the Group's obligations.

Share-based payment transactions

The grant date fair value of share-based payment awards granted to employees is recognised as an expense, with a corresponding increase
in equity, over the period that the employees become unconditionally entitled to the awards. The amount recognised as an expense is
adjusted to reflect the actual number of awards for which the related service and non-market performance conditions are met, such that
the amount ultimately recognised as an expense is based on the number of awards that meet the related service and non-market
performance conditions at the vesting date.

Provisions, contingent liabilities and contingent assets

A provision is recognised in the consolidated balance sheet when the Group has a present legal or constructive obligation as a result

of a past event and there is probable outflow of resources which can be reliably measured and will be required to settle the obligation.
Provisions are recognised at an amount equal to the best estimate of the expenditure required to settle the Group’s liability. If the effect
is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate reflective of the current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.

A contingent liability is disclosed, where significant, if the existence of the obligation will only be confirmed by future events or where the
amount of the obligation cannot be measured with reasonable reliability. A contingent liability is not disclosed if the likelihood of a material
outflow in excess of any amounts provided is considered remote. Obligations arising from restructuring plans are recognised when detailed
formal plans have been established and when there is a valid expectation that such a plan will be carried out. The Group's contingent
liabilities are reviewed on a regular basis.

A contingent asset is not recognised but is disclosed, where significant, if an inflow of economic benefit is probable.

Preference share capital
Preference share capital is classified as a financial liability within borrowings if the substance of the shares does not contain an equity
element. Dividends on Preference share capital are classified as finance charges within the consolidated income statement.

Share capital
Ordinary shares are classified as equity.

When share capital recognised as equity is repurchased, the amount of the consideration paid, which includes directly attributable costs,
is net of any tax effects, and is recognised as a deduction from equity. Repurchased shares and the purchase of own shares by The Morgan
General Employee Benefit Trust (‘the Trust’) are presented as a deduction from total equity.

Dividends

Equity dividends on Ordinary share capital are recognised as a liability in the Company'’s financial statements on the date that the
shareholder’s right to receive payment is established. Dividends declared after the balance sheet date are not recognised as there is
no present obligation at the balance sheet date.

Critical accounting judgements and key sources of estimation uncertainty

In preparing these consolidated financial statements, management has made judgements, estimates and assumptions that affect the
application of the Group’s accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may
differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
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I. Material accounting policies, estimates and judgements (continued)

Critical accounting judgements
Information about judgements made in applying accounting policies that have the most significant effects on the amounts recognised in
the consolidated financial statements is included in the following notes:

Note 6: Specific adjusting items

The Group separately presents specific adjusting items in the consolidated income statement which, in the Directors’ judgement,

need to be disclosed separately by virtue of their size and incidence in order for users of the consolidated financial statements to obtain
an alternative understanding of the financial information and the underlying performance of the business. These are items which occur
infrequently and include (but are not limited to):

> individual restructuring projects which are material or relate to the closure of a part of the business and are not expected to recur
> impairment of non-financial assets which are material

> gains or losses on disposal or exit of businesses

> significant costs incurred as part of the integration of an acquired business

> gains or losses arising on significant changes to or closures of defined benefit pension plans.

For the year ended 3| December 2023, costs associated with our response to the cyber security incident and charges in relation to the
impact of Argentina’s currency devaluation were also classified as specific adjusting items, due to their size and nature.

Determining whether an item is part of specific adjusting items requires judgement to determine the nature and the intention of
the transaction.

Note 24: Provisions and contingent liabilities

Due to the nature of its operations, the Group holds provisions for its environmental obligations. Judgement is needed in determining
whether a contingent liability has crystallised into a provision. Management assesses whether there is sufficient information to determine
that an environmental liability exists and whether it is possible to estimate with sufficient reliability what the cost of remediation is likely to
be. For environmental remediation matters, this tends to be at the point in time when a remediation feasibility study has been completed,
or sufficient information becomes available through the study to estimate the costs of remediation.

The Group will recognise a legal provision at the point when the outcome of a legal matter can be reliably estimated. Estimates are based
on past experience of similar issues, professional advice received and the Group’s assessment of the most likely outcome. The timing of the
utilisation of these provisions is frequently uncertain, reflecting the complexity of issues and the outcome of various court proceedings and
associated negotiations.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the reporting period that may have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are included
in the notes below.

The potential climate change-related risks and opportunities to which the Group is exposed, as identified by management, are disclosed

in the Group'’s TCFD disclosures on pages 44 to 53. Management has assessed the potential financial impacts relating to the identified risks,
primarily considering the useful lives of property, plant and equipment, the possibility of impairment of goodwill and other long-lived assets
and the recoverability of the Group’s deferred tax assets. Management has exercised judgement in concluding that there are no further
material financial impacts of the Group’s climate-related risks and opportunities on the consolidated financial statements. These judgements
will be kept under review by management as the future impacts of climate change depend on environmental, regulatory and other factors
outside of the Group's control which are not all currently known.

Note 22: Pensions and other post-retirement employee benefits: key actuarial assumptions

The principal actuarial assumptions applied to pensions are shown in note 22, including a sensitivity analysis of the reasonably possible
changes for the inflation, discount rate and mortality rate assumptions. The actuarial evaluation of pension assets and liabilities is based on
assumptions in respect of inflation, future salary increases, discount rates, returns on investments and mortality rates. Relatively small
changes in the assumptions underlying the actuarial valuations of pension schemes can have a significant impact on the net pension liability
included in the balance sheet.
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|. Material accounting policies, estimates and judgements (continued)

Other assumptions and estimates which have a lower risk of resulting in a material adjustment

to the carrying amounts of assets and liabilities within the next 12 months include:

Notes 8 and [4: Taxation

The level of current tax and deferred tax recognised is dependent on the tax rates in effect at the balance sheet date, and on subjective
judgements as to the outcome of decisions to be made by the tax authorities in the various tax jurisdictions around the world in which
the Group operates.

The Group periodically assesses its liabilities and contingencies for all tax years open to audit based on the latest information available.

The Group records its best estimate of these tax liabilities, including related interest charges. While management believes it has adequately
provided for the probable outcome of these matters, future results may include adjustments to these estimated tax liabilities and the final
outcome of tax examinations may result in a materially different outcome than that assumed in the tax liabilities. Provisions are made
against individual exposures taking into account the specific circumstances of each case, including the strengths of technical arguments,

past experience with tax authorities, recent case law or rulings on similar issues and external advice received.

Note 21: Credit risk
Note 2| contains information about the Group’s exposure to credit risk, including a sensitivity analysis. The Group establishes a loss
allowance for its estimate of expected credit losses against receivables.

Going concern

The Group's business activities, together with the factors likely to affect its future development, performance and position are set out in
the Strategic Report on pages 2 to 75. The financial position of the Group, its cash flows, liquidity position and borrowing facilities, are
described in the Financial Review on pages 64 to 69. In addition, note 21 to the consolidated financial statements includes the Group’s
policies and processes for managing financial risk, details of its financial instruments and hedging activities and details of its exposures to
credit risk and liquidity risk.

The Group meets its day-to-day working capital requirements through local banking arrangements underpinned by the Group’s

£230.0 million unsecured multi-currency revolving credit facility, which matures in November 2028. As at 31 December 2023,

the Group had both significant available liquidity and headroom on its covenants. Total committed borrowing facilities were £496.9 million.
The amount drawn under these facilities was £309.0 million, which together with net cash and cash equivalents of £123.9 million, gave a
total headroom of £311.8 million. The multi-currency revolving credit facility was £42.1 million drawn. The Group had no scheduled debt
maturities until 2026.

The principal borrowing facilities are subject to covenants that are measured semi-annually in June and December, being net debt to
EBITDA of a maximum of 3 times and interest cover of a minimum of 4 times, based on measures defined in the facilities agreements
which are adjusted from the equivalent IFRS amounts.

The Group has carefully modelled its cash flow outlook, taking account of reasonably possible changes in trading performance, exchange

rates and plausible downside scenarios. This review indicated that there was sufficient headroom and liquidity for the business to continue
for the 18 month period based on the facilities available as discussed in note 21 to the financial statements. The Group was also expected
to be in compliance with the required covenants discussed above.

The Board has also reviewed the Group’s reverse stress testing performed to demonstrate how much headroom is available on covenant
levels in respect of changes in net debt, EBITDA and underlying revenue. Based on this assessment, a combined reduction in EBITDA of
46% and an increase in net debt of 40% would still allow the Group to operate within its financial covenants. The Directors do not
consider either of these scenarios to be plausible given the diversity of the Group’s end-markets and its broad manufacturing base.

The Board and Executive Committee have regular reporting and review processes in place in order to closely monitor the ongoing
operational and financial performance of the Group. As part of the ongoing risk management process, principal and emerging risks are
identified and reviewed on a regular basis. In addition, the Directors have assessed the risk of climate change and do not consider that it
will impact the Group’s ability to operate as a going concern for the period under consideration.

The Board fully recognises the challenges that lie ahead but, after making enquiries, and in the absence of any material uncertainties, the
Directors have a reasonable expectation that the Company and the Group have adequate resources to continue in operational existence
for a period of 18 months from the date of signing this Annual Report and Accounts. Accordingly, they continue to adopt the going concern
basis in preparing the Annual Report and Accounts.
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I. Material accounting policies, estimates and judgements (continued)

Non-GAAP measures

Where non-GAAP measures have been referenced these have been identified by an asterisk (") where they appear in text, and by
a footnote where they appear in tables in this Report. Further details can be found in the Definitions and reconciliations of non-GAAP
measures to GAAP measures section on pages 72 to 75.

Newly adopted standards

In the current year, the Group has applied a number of amendments to IFRS Accounting Standards as adopted by the UK that are
mandatorily effective for an accounting period that begins on or after | January 2023. Their adoption has not had any material impact
on the disclosures or on the amounts reported in these financial statements.

> IFRS 17 Insurance Contracts (including the June 2020 and December 2021 Amendments to IFRS 17)

> Amendments to IAS | Presentation of Financial Statements and IFRS Practice Statement 2 Making Material Judgements — Disclosure of
Accounting Policies

> Amendments to IAS 12 Income Taxes — Deferred Tax related to Assets and Liabilities arising from a Single Transaction
> Amendments to IAS 12 Income Taxes — International Tax Reform — Pillar Two Model Rules
> Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors — Definition of Accounting Estimates.

Accounting developments and changes

New accounting standards in issue but not yet effective
New standards and interpretations that are in issue but not yet effective are listed below.

> Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
> Amendments to IAS | Classification of Liabilities as Current or Non-current

> Amendments to IAS | Non-current Liabilities with Covenants

> Amendments to IAS 7 and IFRS 7 Supplier Finance Arrangements

> Amendments to IFRS 16 Lease Liability in a Sale and Leaseback.

The above standards and interpretations are effective for the period beginning | January 2024 and adoption is not expected to lead to
any material changes to the Group’s accounting policies or have any other material impact on the financial position or performance of
the Group.

There are no other upcoming accounting standards or amendments that are applicable to the Group.

2. Acquisitions and disposals
2023

There were no acquisitions or disposals of businesses by the Group in 2023.

2022

Disposal of Sukhoy Log

On 29 July 2022, the Group completed the sale of its investment in the joint venture Sukhoy Log, based in Russia. The investment had
a carrying value of £nil having been fully impaired in previous years. The Group received consideration of £0.6 million and incurred
transaction costs of £0.2 million, resulting in a net consideration of £0.4 million. A profit on disposal of £0.4 million was recognised in
specific adjusting items within the consolidated income statement, see also note 6.

There was no income received from Sukhoy Log in the year ended 31 December 2022. The disposal group was included in the
Thermal Ceramics operating segment.
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3. Segment reporting

The Group’s results are reported as five separate GBUs, which have been identified as the Group’s reportable operating segments,

as detailed on page 7. These have been identified on the basis of internal management reporting information that is regularly reviewed by
the Group’s Board of Directors (the Chief Operating Decision Maker) in order to allocate resources and assess performance. We will in
future manage the Group through three distinct segments: Thermal Products, Performance Carbon and Technical Ceramics. This new
structure will be effective from | January 2024. More information on this is included on page 69.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Unallocated items comprise mainly investments and related income, borrowings and related expenses, corporate assets and head
office expenses, and income tax assets and liabilities.

The information presented below represents the operating segments of the Group.

Thermal Molten Electrical Seals and
Ceramics Metal Systems Carbon Bearings

2023 2022 2023 2022 2023 2022 2023 2022
Continuing operations £m £m £m £m £m £m £m £m
Revenue from external customers 402.2 4214 52.2 578  201.4 188.7 145.8 148.5
Segment adjusted operating profit' 34.5 48.7 5.7 7.8 41.5 39.7 11.4 19.0
Corporate costs?
Group adjusted operating profit'
Amortisation of intangible assets (1.2) (1.6) 0.2) (0.3) (0.5) 0.7) 0.7) (0.8)
Operating profit before specific adjusting items  33.3 47.1 5.5 7.5 41.0 39.0 10.7 18.2
Specific adjusting items included in
operating profit/(loss)? (8.0) (2.8) (1.3) - (2.3) 0.1 (7.49) (1.6)
Operating profit/(loss) 25.3 44.3 4.2 7.5 38.7 39.1 3.3 16.6
Finance income
Finance expense
Profit before taxation
Segment assets 333.9 361.2 42.6 44.0 174.1 159.5 110.8 [15.8
Segment liabilities 92.6 93.2 8.5 8.9 35.5 32.6 25.1 26.5
Segment capital expenditure 13.6 16.8 3.6 3.5 16.1 8.7 12.1 9.7
Segment depreciation — property, plant and equipment 11.8 .2 2.1 2.1 5.8 53 5.8 6.0
Segment depreciation — right-of-use assets B2 3.2 0.3 0.3 0.9 1.0 0.5 0.6
Segmental impairment of non-financial assets - 3.2 - - 1.5 - 5.8 [.6
Segment reversal of impairment of non-financial assets 2.4 — - — - — - —

I. Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the statutory results to the adjusted measures can be found on pages 72 to 75.

2. Corporate costs consist of central head office costs.
3. Details of specific adjusting items from continuing operations are given in note 6 to the consolidated financial statements.
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Notes to the consolidated financial statements continued

3. Segment reporting (continued) 3. Segment reporting (continued)
Technical Segment Corporate Revenue from external customers by end-market
Ceramics totals costs Group 2023 022
2023 2022 2023 2022 2023 2022 2023 2022 Continuing operations £m £m
Continuing operations £m £m £m £m £m £m £m £m Serniconductors 108.6 913
Revenue from external customers 313.1 2957 LI114.7 [,112.1 - - L,114.7 [112.1 Healthcare 78.7 74'7
Segment adjusted operating profit' 33.1 417 1262 1569 = - 1262 1569 Clean energy and clean transportation 50.0 517
Corporate costs? (5.9) (5.9) (5.9) (5.9) Faster growing markets 237.3 2177
. . . Industrial 315.9 344.5
Group adjusted operating profit 120.3 [51.0 . :

e i : Conventional transportation 200.2 1799
Amortisation of intangible assets (0.7) (1.3) 3.3) “4.7) - - 3.3) 4.7) Metals 150.2 1599
Operating profit before specific adjusting items  32.4 404 122.9 152.2 5.9 (5.9 117.0 146.3 Petrochemical and chemical 110.8 | |2'6
Specific adjusting items included in operating Security and defence 68.5 652
profit/(loss)’ 8.0 (1.2)  (11.0) (5.5 (14.1) - (25.D (5.5) Conventional energy 31.8 323
Operating profit/(loss) 40.4 39.2 111.9 146.7  (20.0) (5.9 91.9 140.8 Core markets 877.4 894 .4
Finance income 3.9 [.6 1,114.7 12,1
Finance expense (18.0) (10.8)

- - Intercompany sales to other segments
Profit before taxation 77.8 I31.6
Thermal Molten Electrical Seals and Technical Segment
Segment assets 210.6 [99.8  872.0 880.3 152.7 140.0 1,024.7 1,020.3 Ceramics Metal Systems Carbon Bearings Ceramics totals
2023 2022 2023 2022 2023 2022 2023 2022 2023 2022 2023 2022
Segment liabilities 74.7 863 236.4 2475  389.7 3432 626.1 590.7 £m £m £m £m £m £m £m £m £m £m £m £m
. : Intercompany sales to
Segment capital expenditure 14.9 19.3 60.3 58.0 - — 60.3 58.0 other segments 1.0 0.4 0.1 0.1 0.7 0.5 2.0 0.7 0.7 10 4.5 27
Segment depreciation — property, plant and equipment 6.4 57 31.9 303 - - 31.9 303 . . o
4. Operating costs before specific adjusting items
Segment depreciation — right-of-use assets 2.7 2.7 7.6 7.8 - - 7.6 7.8 2023 502
Segment impairment of non-financial assets - 1.7 7.3 6.5 - - 7.3 6.5 Continuing operations Nore £m £m
Change in stocks of finished goods and work in progress 2.9 (4.5)
Segment reversal of impairment of non-financial assets 5.7 — 8.1 — - — 8.1 — Raw materials and consumables 305.6 308.6
I. Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the statutory results to the adjusted measures can be found on pages 72 to 75. Other operating costs 164.9 |76.4
2. Corporate costs consist of central head office costs. 467.6 480.5
3. Details of specific adjusting items from continuing operations are given in note 6 to the consolidated financial statements. = :
Revenue from external customers and non-current assets by geography Employee costs: 2
_ Wages and salaries 315.3 292.3 3
Revenue from Non-current assets (excluding i X
external customers tax and financial instruments) Equity-settled share-based payment expense 2 2.9 S 3
2023 2022 2023 2022 Sociél security costs and other benefits 66.5 62.1 g
Continuing operations £m £m £m £m Pension costs 22 16.4 6.2 3
us 427.4 405.6 219.8 212.6 401.1 375.7
China 114.8 121.4 43.4 45.5 Depreciation — property, plant and equipment I 31.9 30.3
Germany 88.7 85.1 41.9 38.0 Depreciation — right-of-use assets 12 7.6 7.8
UK (the Group's country of domicile) 43.6 53.2 101.6 1011 39.5 38.1
Other Asia, Australasia, Middle East and Africa 197.1 [94.1 54.6 61.2 Short-term leases and leasing of low value assets:
Other Europe 173.2 182.0 37.1 37.5 Plant and equipment 0.1 0.1
Other North America 44.9 39.1 2.1 2.1 Other leases 0.4 04
South America 25.0 31.6 12.7 1.0 0.5 0.5
1,114.7 L1121 513.2 509.0 Other operating charges and income:
Revenue from external customers is based on geographic location of the end-customer. Segment assets are based on geographical Net foreign exchange gains/(losses) 2.3 (2.0)
location of the assets. No customer represents more than 5% of revenue. Net other operating charges 83.4 68.3
85.7 66.3
Total operating costs before specific adjusting items and amortisation of intangible assets 994.4 961.1
Amortisation of intangible assets 13 3.3 4.7
Total operating costs before specific adjusting items 997.7 965.8
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4. Operating costs before specific adjusting items (continued)

The following costs are included in total operating costs before specific adjusting items in the table above:

I. Research and development
The Group recognised £32.9 million in expense in respect of research and development (2022: £31.6 million). These costs are included in
employee costs and other operating costs in the above table. There are no individually material project costs.

2. Audit and non-audit fees

A summary of the audit and non-audit fees in respect of services provided by the auditor, which are included in net other operating costs,

for the year ended 31 December 2023 is set out below. Additional audit fees of £2.4 million were incurred for the audit of the Company’s
annual accounts and the audits of the subsidiaries of the Company in relation to the cyber security incident, of which £1.2 million relates to
the previous year. Fees in relation to non-audit services were £38,000 (2022: £41,000).

2023 2022
£m £m

Fees payable to the Company’s auditor for the audit of the Company’s annual accounts:
in respect of the current year 1.2 0.8
in respect of the prior year 1.2 -

Fees payable to the Company’s auditor and its associates for other services:

the auditing of accounts of any subsidiaries of the Company 2.8 2.1
audit-related assurance services - 0.1
5.2 3.0

5. Staff numbers

The monthly average number of persons employed by the Group (including Directors) during the year, analysed by reporting segment,
was as follows:

Number of employees

2023 2022
Reportable operating segments
Thermal Ceramics 2,470 2,430
Molten Metal Systems 440 430
Electrical Carbon 1,440 1,390
Seals and Bearings 1,410 1,370
Technical Ceramics 2,860 2,560
Segment total 8,620 8,180
Corporate 50 50
Group 8,670 8,230
Average employee numbers have been rounded to the nearest |0.
6. Specific adjusting items

2023 2022
Continuing operations Note £m £m
Costs associated with the cyber security incident (14.7) -
Charges in relation to the impact of Argentina’s currency devaluation (5.8) -
Net restructuring (charge)/credit 3.5) 0.6
Net business closure and exit costs (1.9) -
Impairment of non-financial assets (7.3) (6.5)
Reversal of impairment of non-financial assets 8.1 -
Net profit on disposal of business 2 - 04
Total specific adjusting items before income tax (25.1) (5.5)
Income tax credit from specific adjusting items 3.8 [
Total specific adjusting items after income tax (21.3) (4.4

Specific adjusting items in relation to discontinued operations are disclosed in note 9.

163

6. Specific adjusting items (continued)

Specific adjusting items from continuing operations

In the consolidated income statement, the Group presents specific adjusting items separately. In the judgement of the Directors, as a result
of the nature and value of these items they should be disclosed separately from the results of the Group to allow the reader to obtain an
understanding of the financial information and the performance of the Group excluding these items.

In 2023, specific adjusting items were £25.1 million (2022: £5.5 million) and comprised the following:

2023

Costs associated with the cyber security incident

During 2023, we incurred £14.7 million of exceptional costs and charges in relation to the cyber security incident in January 2023.
These were comprised of legal and advisory costs, IT recovery and support costs and impairment charges for IT assets which were
rendered unusable as a result of the incident.

Charges in relation to the impact of Argentina’s currency devaluation

On 13 December 2023, Argentina devalued its currency by more than 50%. The impact of the currency devaluation (£2.6 million) has
been classified as a specific adjusting item. An impairment review was also performed as at 3|1 December 2023 and, due to restrictions
on imports limiting the ability to purchase raw materials and the subsequent effect on forecast trading, we have fully impaired the carrying
value of property, plant and equipment and the value of raw materials which, in the current circumstances, we would be unable to sell.
The impairment charge in relation to property, plant and equipment and inventory were £1.9 million and £1.3 million respectively.

Net restructuring charge

The Group has taken the opportunity to reduce our global footprint and rationalise costs in order to focus resources on our faster growing
markets, and optimise factory operations. This restructuring programme commenced in the second half of 2023 and will continue into
2024. A charge of £6.5 million has been recognised in relation to this and comprises costs associated with staff redundancies and site
closure costs.

A restructuring provision of £3.0 million recorded for Technical Ceramics, ceramic cores during the Group'’s 2020 restructuring
programme has been released following settlement of a multi-employer pension plan and the re-letting of the site.

Net business closure and exit costs
During 2023, we commenced liquidation of a Thermal Ceramics business in China. Costs associated with this were £1.9 million and
included severance, decommissioning and advisory fees.

The land and buildings owned by another Thermal Ceramics business in China which was closed in 2020 were sold in December 2023.
The gain associated with this sale was £2.4 million.

We disposed of a Thermal Ceramics business in France in 2015, for which we retained responsibility for remediating the impact of
historical manufacturing processes on the environment. An assessment of the remaining required remediation was performed in 2023
and as a consequence of this review we have provided £2.4 million.

Impairment of non-financial assets

Seals and Bearings, Europe

An impairment charge of £2.9 million has been recognised after reassessing the value in use of property, plant and equipment in a business
in Italy which was experiencing limited growth. This represents a partial impairment of the assets; the carrying value of the assets following
this impairment was £5.3 million. The calculation of value in use was performed as at 3| December 2023, a long-term growth rate of
1.0% was used for years beyond the five-year forecast period and in calculating the terminal value, with a pre-tax discount rate of 17.3%.
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An impairment charge of £0.3 million has been recognised after assessing the viability of a development asset, which could not be
successfully commissioned.

Seals and Bearings, Asia

An impairment charge of £1.9 million has been recognised after reassessing the value in use of property, plant and equipment in a business
which was experiencing limited growth and under-utilisation of key assets. This represents a partial impairment of assets; the carrying value
of the assets following this impairment was £2.2 million. The calculation was performed as at 31 December 2023, using a long-term
growth rate of 1.0% and a pre-tax discount rate of 13.9%.

Electrical Carbon, North America
An impairment charge of £1.5 million has been recognised after assessing the viability of a development asset in North America which was
not deemed to be commercially viable.

Electrical Carbon, Asia
An impairment charge of £0.7 million has been recognised in relation to assets associated with a manufacturing line which, based on
current projections, is expected to be under-utilised from 2025 onwards.
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6. Specific adjusting items (continued)

Reversal of impairment of non-financial assets

In 2020, as a result of the COVID-19 pandemic, we impaired property, plant and equipment within our Technical Ceramics, ceramic cores
business and Thermal Ceramics, Europe. Following our review as at 31 December 2023 of assets which continue to be used and which
were impaired in previous years, we have reversed a portion of this impairment. For the ceramic cores business we reversed £5.7 million,
being a full reversal, reinstating the net book value at which the assets would have been held if the impairment had not been booked in
2020, because the business and the aerospace industry have demonstrated sustained growth. For Thermal Ceramics, Europe we have
recorded a partial impairment reversal of £2.4 million following sustained recovery of the industrial market segments. This reversal is based
on a value in use calculation which was performed at 31 December 2023, using a long-term growth rate of 1.0% for years beyond the
five-year forecast period and in calculating terminal value, with a pre-tax discount rate of 13.6%.

Review of cumulative impairment of non-financial assets

Impairment charges of £20.6 million for non-financial assets which the business continues to use have been recorded during the current

and previous years (Technical Ceramics, Asia £7.7 million, Thermal Ceramics £7.2 million, Seals and Bearings, Asia £2.9 million and Seals
and Bearings, Europe £2.8 million). These impaired amounts could be reversed if the related businesses were to outperform significantly
against their budget. A sensitivity analysis was carried out using reasonably possible changes to the key assumptions in assessing the value
in use of these non-financial assets. This did not result in a material reversal of the impaired amounts.

2022

Impairment of non-financial assets
Seals and Bearings, Asia
An impairment charge of £0.6 million was recognised relating to assets purchased to support a customer contract which did not materialise.

Afurther impairment charge of £1.0 million was recognised after reassessing the value in use of property, plant and equipment in a
business in Asia which is taking longer than anticipated to generate revenues. This represented a partial impairment of the assets; the
carrying value of the assets following this impairment was £5.2 million. The calculation of value in use was performed as at December
2022. A long-term growth rate of 1.0% was used for years beyond the five-year forecast period and in calculating the terminal value.
A pre-tax discount rate of 12.9% was used to determine the value in use.

Thermal Ceramics, Europe
An impairment charge of £1.2 million was recognised following a fire in December which destroyed a warehouse and inventory. The assets
were subsequently written off.

An impairment charge of £1.] million was recognised after reassessing the value in use of property, plant and equipment in a business in
France which was experiencing limited growth and under-utilisation of key assets. This represented a partial impairment of the assets;

the carrying value of the assets following this impairment was £0.3 million. The calculation of value in use was performed as at December
2022. A long-term growth rate of 1.0% was used for years beyond the five-year forecast period and in calculating the terminal value.

A pre-tax discount rate of 13.7% was used to determine the value in use.

Thermal Ceramics, South America
An impairment charge of £0.9 million was recognised in relation to assets associated with a closed manufacturing line.

Technical Ceramics, Asia

An impairment charge of £1.7 million was recognised after reassessing the value in use of property, plant and equipment in a business in
Asia which was taking longer than anticipated to generate revenues. This represented a partial impairment of the assets; the carrying value
of the assets following this impairment was £3.2 million. The calculation of value in use was performed as at December 2022. A long-term
growth rate of 1.09% was used for years beyond the five-year forecast period and in calculating the terminal value. A pre-tax discount rate
of 12.9% was used to determine the value in use.

Restructuring credit

A credit of £0.6 million was recognised in the year ended 3| December 2022. This represented the release of restructuring provisions
recorded in relation to the Group’s 2020 restructuring programme. The remaining provision of £10.5 million as at 3| December 2022
included lease exit costs and multi-employer pension obligations for two sites which were closed during the year ended 31 December
2021. In 2022, the cash outflows relating to the pension obligations were expected to continue for up to |9 years, subject to any
settlement being reached in advance of that date. Cash outflows in relation to the lease were expected to continue for four years.
Refer to note 24 for further information.

Net profit on disposal of business
The Group disposed of its investment in the joint venture Sukhoy Log, based in Russia, during the year ended 3| December 2022.
This disposal generated a net profit of £0.4 million. Refer to note 2 for further information.

7. Finance income and expense
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2023 2022
Continuing operations £m £m
Recognised in profit or loss
Interest on bank balances and cash deposits 3.9 [.6
Finance income 3.9 [.6
Interest expense on borrowings and overdrafts (15.6) (7.0
Interest expense on lease liabilities (2.4) (2.4
Net interest on IAS |9 defined benefit pension obligations - (1.4)
Finance expense (18.0) (10.8)
Net financing costs recognised in profit or loss (14.1) (9.2)
No finance income or expense related to discontinued operations in either the current or preceding year.
8. Taxation — income tax expense
2023 2022
Continuing operations £m £m
Recognised in profit or loss
Current tax
Current year 25.5 36.5
Adjustments for prior years - 0.5
25.5 37.0
Deferred tax
Current year (2.5) 04
Adjustments for prior years (0.8) 0.6)
(3.3) (1.0)
Total income tax expense recognised in profit or loss 22.2 36.0
Recognised in other comprehensive income
Tax effect on components of other comprehensive income:
Deferred tax associated with defined benefit schemes 0.5 34
Total tax recognised in other comprehensive income 0.5 3.4

There was no deferred tax associated with share schemes recognised in other comprehensive income (2022: none).
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8. Taxation — income tax expense (continued)

Reconciliation of effective tax rate

2023 2023 2022 2022
£m % £m %

Profit before tax 77.8 131.6
Income tax charge using the domestic corporation tax rate 18.3 23.5 25.0 19.0
Effect of different tax rates in other jurisdictions 1.4 1.8 7.5 5.7
Local taxes including withholding tax suffered 1.3 1.7 34 2.6
Permanent differences 0.1 0.1 0.2 0.2
Movements related to unrecognised temporary differences 2.0 2.6 0.1) (0.1)
Adjustments in respect of prior years (0.9 (1.2) - -
Statutory effective rate of tax 22.2 28.5 36.0 274

The effective rate of tax before specific adjusting items is 25.3% (2022: 27.0%).

The Group operates in many jurisdictions around the world and is subject to factors that may impact future tax charges including the
recently enacted US tax reform, implementation of the Organisation for Economic Co-operation and Development (OECD)'s BEPS
actions, tax rate and legislation changes, expiry of the statute of limitations and resolution of tax audits and disputes.

The OECD/G20 Inclusive Framework on BEPS (Base Erosion and Profit Shifting) published the Pillar Two model rules designed to address
the tax challenges arising from the digitalisation of the global economy.

The IASB issued amendments to IAS 12 Income Taxes. The amendments apply with immediate effect and introduce a mandatory
temporary exception from the recognition and disclosure of deferred taxes arising from the implementation of the OECD’s Pillar Two
Model Rules. The Group has applied the exception under the IAS 12 amendment to recognising and disclosing information about deferred
tax assets and liabilities related to top-up income in preparing its consolidated financial statements for the year ending 31 December 2023.

On 20 June 2023, Finance (No.2) Act 2023 was substantively enacted in the UK, introducing a global minimum effective tax rate of 15%.
The legislation implements a domestic top-up tax and a multinational top-up-tax which will be effective for the Group's financial year
beginning | January 2024. The Group is in scope of the substantively enacted legislation and has performed an assessment of the Group's
potential exposure to Pillar Two income taxes.

The assessment of the potential exposure to Pillar Two income taxes is based on the submitted country-by-country reporting data of the
constituent entities in the Group. Based on the assessment, the Pillar Two effective tax rates in the majority of the jurisdictions in which the
Group operates are above 15%. However, the Group has an entity in United Arab Emirates where the transitional safe harbour relief does
not apply as the Pillar Two effective tax rate is below 15%. The Group does not expect a material exposure to Pillar Two income taxes in
this jurisdiction.
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9. Discontinued operations

The Group disposed of its Composites and Defence Systems business on 20 November 2018. The business represented a separate
reportable segment and therefore, in accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations, the disposal
group was classified as discontinued.

The results from discontinued operations, which have been disclosed in the consolidated income statement, are set out below:

31 December 2023 31 December 2022
Results Results
before before
specific Specific specific Specific
adjusting adjusting adjusting adjusting
items items Total items items Total
Note £m £m £m £m £m £m
Revenue - 0.7 0.7 - 0.7 0.7
Operating income - - - - 0.4 04
Profit before taxation - 0.7 0.7 - [ [l
Income tax expense - - - - - -
Profit from
discontinued operations - 0.7 0.7 - [ [
Basic earnings per share from
discontinued operations 10 0.2p 04p
Diluted earnings per share from
discontinued operations 10 0.2p 0.4p

In 2023, a gain of £0.7 million was recognised from a long-term contract.

In 2022, a gain of £1.1 million was recognised following the receipt of cash from a long-term contract and disposal of an investment in
accordance with the terms of the disposal agreement.

There is no income tax expense in relation to the discontinued operations in either the current or preceding year.

Cash flows from discontinued operations are set out below:

31 December 31 December

2023 2022

£m £m

Net cash generated from operating activities 0.4 [
Net cash generated from investing activities - -
Net cash used in financing activities - -
0.4 [l
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10. Earnings per share

31 December 2023

31 December 2022

Basic Diluted Basic Diluted
earnings earnings earnings earnings
Earnings per share per share Earnings per share per share
£m pence pence £m pence pence
Profit for the year attributable to
shareholders of the Company 47.3 16.6p 16.5p 88.0 31.0p 30.7p
Profit from discontinued operations 0.7) 0.2)p 0.2)p (1.1 ©O4)p 04)p
Profit from continuing operations 46.6 16.4p 16.3p 86.9 30.6p 30.3p
Specific adjusting items 25.1 8.8p 8.7p 5.5 I.9p 1.9
Amortisation of intangible assets 3.3 1.2p l.1p 4.7 I.7p l.6p
Tax effect of the above' (3.8) (1.3)p (1.3)p (I.h 0.4)p (0.4)p
Non-controlling interests’ share
of the above adjustments - - - - - -
Adjusted profit for the year from
continuing operations as used in
adjusted earnings per share? 71.2 25.0p 24.8p 96.0 33.8p 33.5p

I. The tax effect of the amortisation of intangible assets was £nil (2022: £nil).
2. Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the statutory results to the adjusted measures can be found on pages 72 to 75.

Number of shares (millions) 2023 2022
Weighted average number of Ordinary shares for the purposes of basic earnings per share' 284.8 284.2
Effect of dilutive potential Ordinary shares:

Share options 2.5 2.6
Weighted average number of Ordinary shares for the purposes of diluted earnings
per share 287.3 286.8

I. The calculation of the weighted average number of shares excludes the shares held by The Morgan General Employee Benefit Trust, on which the dividends are waived.

I1. Property, plant and equipment
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Plant,
Land and equipment
buildings and fixtures Total

Note £m £m £m
Cost
Balance at | January 2022 199.8 677.2 877.0
Additions 3.8 49.7 53.5
Disposals (1.3) .1 (10.4)
Transfers between categories 0.3 (0.3) -
Effect of movement in foreign exchange 16.6 52.7 69.3
Balance at 31 December 2022 219.2 770.2 989.4
Balance at | January 2023 219.2 770.2 989.4
Additions 7.3 54.0 61.3
Disposals (0.3) (12.4) (12.7)
Transfers between categories 0.4 (0.4) -
Effect of movement in foreign exchange (10.5) (34.0) (44.5)
Balance at 31 December 2023 216.1 777.4 993.5
Depreciation and impairment losses
Balance at | January 2022 103.0 5259 628.9
Depreciation charge for the year 5.0 253 30.3
Impairment losses 6 2.0 2.6 4.6
Disposals (0.7) (8.4) 9.0
Transfers between categories 0.4) 04 -
Effect of movement in foreign exchange 8.8 42.7 51.5
Balance at 31 December 2022 177 588.5 706.2
Balance at | January 2023 117.7 588.5 706.2
Depreciation charge for the year 6.0 25.9 31.9
Impairment losses 6 1.7 8.3 10.0
Impairment reversals ©.n 54 (5.5)
Disposals 0.2) (11.6) (11.8)
Effect of movement in foreign exchange 6.1) (25.0) (€18))
Balance at 31 December 2023 119.0 580.7 699.7
Carrying amounts
At | January 2022 96.8 [51.3 248.1
At 31 December 2022 [01.5 181.7 283.2
At 31 December 2023 97.1 196.7 293.8

In 2023, no assets were pledged as security for liabilities (2022: none). Profit on sale of property, plant and equipment presented in the

cash flow includes £nil (2022: £nil) of insurance proceeds for replacement of assets.
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12. Leases

The reconciliation in the movement of the Group’s right-of-use assets is set out in the table below:

Land and Plant and
buildings equipment Total
£m £m £m
Balance at | January 2022 27.5 44 31.9
Additions 1.2 1.8 3.0
Remeasurements 3.1 0.6 3.7
Depreciation charge for the year (5.1 (2.7) (7.8)
Effect of movement in foreign exchange 2.3 0.5 2.8
Balance at 31 December 2022 29.0 4.6 33.6
Balance at | January 2023 29.0 4.6 33.6
Additions 0.6 5.1 5.7
Remeasurements 0.9 0.2) 0.7
Depreciation charge for the year 4.8) (2.8) (7.6)
Impairment losses - 0.4) (0.4)
Impairment reversals 1.3 - 1.3
Effect of movement in foreign exchange (1.8) 0.1 (1.7)
Balance at 31 December 2023 25.2 6.4 31.6

The weighted average lease term is 10.8 years for land and buildings and 3.7 years for plant and equipment (2022: 11.6 years and 3.3 years

respectively). The maturity analysis of lease liabilities is presented in note 20.

Amounts recognised in the consolidated income statement in respect of leasing arrangements are set out in the table below:

2023 2022
£m £m
Depreciation expense on right-of-use assets (7.6) (7.8)
Interest expense on lease liabilities (2.49) 24
Expense relating to short-term leases and leasing of low value assets (0.5) (0.5)
(10.5) (10.7)
The total cash flows from leasing activities in the year ended 31 December 2023 was £11.8 million (2022: £11.9 million) as set out in the
table below:
2023 2022
£m £m
Payment of lease liabilities (8.9 (9.0
Interest expense on lease liabilities (2.49) 24)
Expense relating to short-term leases and leasing of low value assets (0.5) 0.5)
(11.8) (11.9)

At 31 December 2023, the Group is committed to future payments of £0.5 million (2022: £0.6 million) for short-term leases and leasing

of low value assets.

At 31 December 2023, future cash flows in respect of leases which the Group had entered into but which had not yet commenced was

£nil (2022: £nil).

The total of future minimum lease income under non-cancellable leases, where the Group is a lessor is £nil (2022 £nil).

[3. Intangible assets
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Capitalised
Customer  Technology and development Computer
Goodwill relationships trademarks costs software Total

Note £m £m £m £m £m £m
Cost
Balance at | January 2022 172.9 57.6 4.1 0.7 34.8 270.1
Additions (externally purchased) - - - - 1.2 1.2
Disposals - - - - 0.1) 0.1
Effect of movement in
foreign exchange 9.0 6.3 0.2 0.1 1.9 17.5
Balance at 31 December 2022 181.9 63.9 4.3 0.8 37.8 288.7
Balance at | January 2023 181.9 63.9 4.3 0.8 37.8 288.7
Additions (externally purchased) - - - - 0.6 0.6
Disposals - - - - (1.0) (1.0)
Effect of movement in
foreign exchange “4.4) 3.0) .1 - (1.2) 8.7)
Balance at 31 December 2023 177.5 60.9 4.2 0.8 36.2 279.6
Amortisation and
impairment losses
Balance at | January 2022 - 56.1 3.5 0.7 26.7 87.0
Amortisation charge for the year - 0.7 0.1 - 3.9 4.7
Disposals - - - - 0.1) 0.1
Effects of movement in
foreign exchange - 6.3 0.2 0.1 1.5 8.1
Balance at 31 December 2022 - 63.1 3.8 0.8 32.0 99.7
Balance at | January 2023 - 63.1 3.8 0.8 32.0 99.7
Amortisation charge for the year - 0.4 0.1 - 2.8 3.3 -
Impairment losses - - - - 0.7 0.7 g
Impairment reversals - (0.6) 0.7) - - (1.3) E_'
Disposals = = — = (1.0) (1.0) 8
Effects of movement in §
foreign exchange - (CA)) - - (0.9) 4.0) @
Balance at 31 December 2023 - 59.8 3.2 0.8 33.6 97.4
Carrying amounts
At | January 2022 172.9 [.5 0.6 - 8.1 183.1
At 31 December 2022 181.9 0.8 0.5 - 5.8 189.0
At 31 December 2023 177.5 1.1 1.0 - 2.6 182.2
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I3. Intangible assets (continued)

Impairment test for cash-generating units or groups of cash-generating units containing goodwill

In accordance with the requirements of IAS 36 Impairment of Assets, goodwill is allocated to the Group's cash-generating units or

groups of cash-generating units that are expected to benefit from the synergies of the business combination that gave rise to the goodwill.
Goodwill impairment testing is performed at the operating segment level as defined by IFRS 8, as this is the lowest level at which goodwill
is monitored.

Goodwill is attributed to each operating segment as follows:

I4. Recognised deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:
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2023 2022

£m £m

Thermal Ceramics 86.8 88.9
Molten Metal Systems 9.2 94
Electrical Carbon 30.0 30.7
Seals and Bearings 15.3 15.8
Technical Ceramics 36.2 37.1
177.5 181.9

Assets Assets Liabilities Liabilities Net Net
2023 2022 2023 2022 2023 2022
£m £m £m £m £m £m
Property, plant and equipment - - (10.6) (12.7) (10.6) (12.7)
Right-of-use assets and lease liabilities 2.7 3.6 - - 2.7 3.6
Intangible assets - - (0.4) 04) (0.4) 04
Employee benefits 8.3 10.2 - - 8.3 10.2
Provisions 8.9 I.4 - - 8.9 I1.4
Tax value of loss carried
forward recognised 6.0 1.7 - - 6.0 1.7
Other items 0.9 - - (0.5) 0.9 (0.5)
Offset 9.2) (1.6) 9.2 .6 - -
17.6 15.3 (1.8) (2.0) 15.8 13.3

Each operating segment is assessed for impairment annually and whenever there is an indication of impairment.

The carrying value of goodwill has been assessed with reference to its value in use, reflecting the projected discounted cash flows of
each operating segment to which goodwill has been allocated. The key assumptions used in determining value in use relate to short-
and long-term growth rates and discount rates.

The cash flow projections in year one are based on the most recent Board approved budget. Cash flow projections for years two to five
are based on the most recent Board approved strategic plan. The key assumptions that underpin these cash flow projections relate to
sales and operating margins, which are based on past experience, taking into account the effect of known or likely changes in market or
operating conditions. External data sources have been considered as to the strength and recovery of the Group’s end-markets in building
an expectation of the future cash flows of each operating segment.

In 2023, a 1.0% growth rate (2022: |1.0%) has been used for years beyond 2028 and to calculate a terminal value. Management has
assessed these growth rates, including the terminal growth rate as reasonable for each operating segment.

In 2023, the Group has used the following pre-tax discount rates for calculating the value in use of each of the operating segments:
Thermal Ceramics: 14.4% (2022: 13.8%), Molten Metal Systems: 15.9% (2022: 15.6%), Electrical Carbon: 15.0% (2022: 14.6%),
Seals and Bearings: 14.2% (2022: 14.0%), Technical Ceramics 14.1% (2022: 14.1%).

The Directors have considered the following individual sensitivities and are confident that no impairment would arise for each of the
Thermal Ceramics, Molten Metal Systems, Electrical Carbon, Seals and Bearings and Technical Ceramics operating segments in any
one of the following three circumstances, which are considered reasonably possible changes:

> Ifthe pre-tax discount rate was increased by 10%
> If growth for years two to five was decreased by 10% and no growth was assumed in the calculation of terminal value

> If the cash flow projections of all businesses were reduced by 10%.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to do so and when they relate to taxes levied by the
same tax authority on either the same entity or on different entities where it is intended to settle the tax on a net basis.

Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following items:

2023 2022

£m £m

Tax losses 139.2 107.8
Capital losses 43.4 43.4
Other deductible temporary differences 121.3 129.7
303.9 280.9

Deferred tax assets have not been recognised in relation to these temporary differences due to uncertainty surrounding future utilisation.
Based on current tax legislation the tax losses will not expire. Although the Group as a whole is profitable, the unrecognised losses relate
to entities where it is not probable that there will be future taxable profits against which these losses can be utilised.

Movements in temporary differences during the year

Recognised Recognised Recognised Recognised §
in profit directlyin 31 December in profit directly in 31 December o'
or loss equity 2022 or loss equity 2023 g
£m £m £m £m £m £m 3
Property, plant and equipment 0.4) - (12.7) 2.1 - (10.6) g
Right-of-use assets and lease liabilities 0.3) - 3.6 0.9) - 2.7
Intangible assets 0.2 - 04) - - (0.4)
Employee benefits 0.5 (34) 10.2 (1.49) (0.5) 8.3
Provisions 0.6 - 1.4 (2.5) - 8.9
Tax value of loss carried
forward recognised 0.7 - |7 4.3 - 6.0
Others (0.3) 1.0 0.5) 1.7 (0.3) 0.9
1.0 (2.4) 13.3 3.3 (0.8) 15.8

Deferred income tax of £4.2 million (2022: £4.0 million) is provided on the potential unremitted earnings of overseas subsidiary
undertakings. Where the remittance of dividends is not anticipated deferred tax is not currently recognised or disclosed as it is

considered immaterial.
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I15. Inventories

2023 2022

£m £m

Raw materials and consumables 52.2 55.5
Work in progress 56.5 533
Finished goods 66.4 65.4
175.1 174.2

The Group holds consignment inventory amounting to £25.6 million (2022: £28.8 million) which is not reflected in the balance sheet.
The majority of this balance is for precious metals, which are held on consignment by a subsidiary and are invoiced only when the material

is required.

In 2023, provisions of £5.8 million were made against inventories and recognised in operating costs (2022: £5.0 million).

16. Trade and other receivables

2023 2022
£m £m
Non-current
Trade receivables 0.3 -
Prepayments 0.6 0.2
Other receivables 2.5 3.0
3.4 3.2
Current
Gross trade receivables 169.0 179.7
Expected credit losses (9.0) 9.h
Net trade receivables 160.0 170.6
Contract assets 0.3 1.0
Prepayments 15.6 14.8
VAT, goods and sales taxes receivable 9.3 8.7
Other non-trade receivables' 6.4 74
191.6 202.5

I, Other non-trade receivables in 2022 have been re-presented to disaggregate VAT, goods and sales taxes receivable from the balance.

The Group's exposure to credit and currency risks related to trade and other receivables is disclosed in note 21.

Contract assets relate to the Group’s right to consideration for project-based business which was completed but not billed at the end

of the year.

I7. Cash and cash equivalents
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2023 2022
£m £m
Bank balances 112.5 105.8
Cash deposits 12.0 1.9
Cash and cash equivalents 124.5 1177
In 2023, the Group had restricted cash of £1.6 million (2022: £4.0 million) as a result of exchange controls in Argentina.
Reconciliation of cash and cash equivalents to net debt'
2023 2022
£m £m
Opening borrowings and lease liabilities 318.1) (223.8)
Increase in borrowings (247.2) (113.3)
Repayment of borrowings 193.9 39.0
Payment of lease liabilities 8.9 9.0
Total changes from cash flows 44.49) (65.3)
New leases and lease remeasurement (6.4) 6.7)
Effect of movements in foreign exchange 12.1 (22.3)
Closing borrowings and lease liabilities (356.8) (318.1)
Cash and cash equivalents 124.5 7.7
Closing net debt' (232.3) (200.4)

I. Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the statutory results to the adjusted measures can be found on pages 72 to 75.

The table below details changes in the Group’s liabilities arising from financing activities, including both cash and non-cash changes.

Lease  Totalfinancing  Cash and cash

Movement in

Borrowings liabilities liabilities equivalents net debt'
£m £m £m £m £m
At | January 2022 (174.0) (49.8) (223.8) 127.3 (96.5)
Cash outflow - - - 0.7) 0.7)
Borrowings and lease liability cash flow (74.3) 9.0 (65.3) - (65.3)
Net interest paid - - - 9.4) (9.4)
Net cash inflow/(outflow) (74.3) 9.0 (65.3) (10.1) (754)
Share purchases - - - (2.9) (2.9)
New leases and lease remeasurement - 6.7) 6.7) - 6.7)
Exchange and other movements (17.9) 4.4 (22.3) 34 (18.9)
At 31 December 2022 (266.2) (51.9) (318.1) 7.7 (200.4)
At | January 2023 (266.2) (51.9) (318.1) 117.7 (200.4)
Cash inflow - - - 38.9 38.9
Borrowings and lease liability cash flow (53.3) 8.9 44.49) - (44.4)
Net interest paid - - - 17.9) 17.9)
Net cash inflow/(outflow) (53.3) 8.9 44.49) 21.0 (23.4)
Share purchases - - - 4.7) 4.7)
New leases and lease remeasurement - 6.4) 6.4 - 6.49)
Exchange and other movements 9.8 2.3 12.1 9.5) 2.6
At 31 December 2023 (309.7) (47.1) (356.8) 124.5 (232.3)

I. Definitions of these non-GAAP measures can be found in the glossary of terms on page 218, reconciliations of the statutory results to the adjusted measures can be found on pages 72 to 75.
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I8. Trade and other payables

2023 2022
£m £m
Non-current
Accruals 0.7 0.6
Other payables 1.7 [.5
2.4 2.1
Current
Trade payables 78.1 78.6
Contract liabilities 8.6 8.9
Accruals 72.5 69.6
Other tax and social security 15.6 19.9
Creditors in relation to capital expenditure 9.7 8.3
Other payables' 7.5 9.7
192.0 195.0

|. Other payables in 2022 have been re-presented to disaggregate creditors in relation to capital expenditure from the balance.

The Directors consider that the carrying amount of trade payables approximates to their fair value.

Contract liabilities relate to payments received from customers for project-based business in advance of the performance obligation
being satisfied. All of the £8.6 million of contract liabilities as at 3| December 2023 are expected to be recognised as revenue in 2024.
Contract liabilities outstanding as at 3| December 2022 of £8.9 million were recognised as revenue in 2023.

In 2022 trade payables included amounts due where extended payment terms had been agreed with the supplier using a supplier financing
facility. This facility was closed in 2023. The total amount outstanding on such extended payment terms at 31 December 2023 was £nil
(2022: £0.3 million).

19. Capital and reserves

Translation reserve

The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign
operations and the cumulative foreign exchange differences deferred into the net investment hedge. The foreign exchange differences
deferred into the net investment hedge accumulated in the translation reserve are as follows:

2023 2022

£m £m

Balance at | January - -
Loss arising on changes in fair value of net investment hedges during the period (0.3) —
Balance at 31 December (0.3) —

Hedging reserve

The cash flow hedge reserve represents the cumulative amount of gains and losses on hedging instruments deemed effective in cash
flow hedges. The cumulative deferred gain or loss on the hedging instrument is recognised in profit or loss only when the hedged
transaction impacts the profit or loss, or is included directly in the initial cost or other carrying amount of the hedged non-financial items
(basis adjustment).

2023 2022

£m £m
Balance at | January (0.2) (0.1)
Gain/(loss) arising on changes in fair value of hedging instruments during the period 1.1 0.2)
Gain reclassified to profit or loss 0.2 0.1
Balance at 31 December 1.1 (0.2)

Fair value reserve

The fair value reserve includes the cumulative net change in the fair value of FVOCI investments until the investment is derecognised.

Capital redemption reserve

The capital redemption reserve arose when the Company redeemed Preference shares wholly out of distributable profits.
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19. Capital and reserves (continued)

Retained earnings

The Company has acquired its own shares to satisfy the requirements of the various share option incentive schemes. At 31 December
2023, 807911 shares (2022: 1,173,686) were held by The Morgan General Employee Benefit Trust (‘the Trust’) and are treated as

a deduction from equity. No treasury shares were held by the Company (2022: none). All rights conferred by those shares are suspended
until they are reissued.

A summary of the movements in own shares held by the Trust is set out in the table below:

2023 2022
Cost Cost
Shares £m Shares £m
As at | January 1,173,686 3.1 1,360,098 5.0
New shares purchased 1,774,145 4.7 1,102,704 2.9
Exercise of share options (2,139,920) 5.7) (1,289,116) (4.8)
As at 31 December 807,911 2.1 1,173,686 3.1

Consideration received in respect of shares transferred to participants of employee share schemes was £0.6 million (2022: £0.5 million).
The market value of shares held by the Trust at 31 December 2023 was £2.3 million (2022: £3.7 million).

Dividends
The following Ordinary dividends were declared and paid by the Company:

Per share Total

2023 2022 2023 2022

pence pence £m £m

2021 final - 59 - 16.5
2022 interim - 53 - [5.1
2022 final 6.7 - 19.1 -
2023 interim 5.3 - 15.1 -
12.0 [1.2 34.2 31.6

I. The 202! final dividend paid is shown net of £0.3 million returned from untraced shareholders, in accordance with the Company’s Articles of Association.

After 31 December 2023 the following dividends were proposed by the Directors for 2023. These dividends have not been provided for and there
are no income tax consequences. The proposed 2023 final dividend is based upon the number of shares outstanding at the balance sheet date.

£m
6.7 pence per qualifying Ordinary share 19.1
19.1
Called-up share capital
2023 2022
£m £m
Equity share capital
Fully paid: 285,369,988 (2022: 285,369,988) issued Ordinary shares of 25 pence each 71.3 71.3
71.3 71.3
Number of Ordinary shares in issue
2023 2022
In issue at beginning and end of period 285,369,988 285,369,988

As at the date of this Report 285,369,988 Ordinary shares have been issued (2022: 285,369,988).
Details of options outstanding in respect of Ordinary shares are given in note 23.

Additionally the Company has authorised, issued and fully paid 437,281 (2022: 437,281) cumulative Preference shares classified as
borrowings totalling £0.4 million (2022: £0.4 million). The Preference shares comprise 125,327 of 5.5% Cumulative First Preference shares
of £1 each and 311,954 issued 5.0% Cumulative Second Preference shares of £1 each. The voting rights of these shares are set out below.

Dividends on the cumulative Preference shares are presented within finance costs in the Group’s consolidated income statement.
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19. Capital and reserves (continued)

Voting rights of shareholders

Ordinary shares
The holders of Ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
meetings of the Company.

Preference shares

The 5.5% Cumulative First Preference shares of £1 each and the 5.0% Cumulative Second Preference shares of £ each confer on the
holders thereof the right to receive a cumulative preferential dividend at the rate of 5.5% and 5.0% respectively, calculated up to 30 June
and 31 December in every year. The First and Second Cumulative Preference shares shall not entitle the holders thereof to attend or vote
at any general meeting unless either:

(i) the meeting is convened to consider any resolutions for reducing the capital, or authorising any issue of debentures or debenture stock,
or increasing the borrowing powers of the Board under the Articles of Association of the Company, or winding up, or sanctioning a sale
of the undertaking, or altering the Articles in any manner affecting their respective interests, or any other resolutions directly altering
their respective rights and privileges; or

(ii) at the date of the notice convening the general meeting the Preference dividend is upwards of one month in arrears from the payment
date of any half-yearly instalment.

On a return of capital on a winding-up, the assets of the Company available for distribution shall be applied:

First, in payment to the holders of the First Preference shares of the amounts paid up on such shares, together with interest at the rate
of 5.5% per annum.

Second, in payment to the holders of the Second Preference shares of the amounts paid up on such shares, together with interest at the
rate of 5.0% per annum.

Third, in repaying the capital paid up or credited as paid up on the Ordinary shares.

Fourth, any surplus shall be distributed rateably amongst the holders of the Ordinary shares in proportion to the nominal amount paid
up on their respective holdings of shares in the Company.

20. Borrowings and lease liabilities

This note provides information about the contractual terms of the Group's borrowings and lease liabilities which are measured at amortised cost.

For more information about the Group's exposure to interest rate and foreign currency risk, see note 21.

Borrowing facilities and liquidity

All of the Group'’s borrowing facilities are arranged by Group Treasury with Morgan Advanced Materials plc as the principal obligor.

Where ancillary credit facilities are provided to operating subsidiaries, they are authorised and supervised by Group Treasury in accordance
with the Group’s Treasury Policy. Group Treasury seeks to obtain certainty of access to funding in the amounts, diversity of maturities and
diversity of counterparties as required to support the Group’s medium-term financing requirements and to minimise the impact of poor
credit market conditions.

2023 2022
£m £m

Non-current liabilities
Senior Notes 188.2 154.8
Bank and other borrowings 120.5 74.9
Cumulative Preference shares 0.4 0.4
Lease liabilities 36.6 414
345.7 271.5

Current liabilities

Senior Notes - 34.6
Bank and other borrowings 0.6 [.5
Lease liabilities 10.5 10.5
1.1 46.6

During the year, the Group entered into a new €92 million Schuldschein Loan Agreement with maturity in June 2028.
In 2023, bank and other borrowings did not include any borrowings secured on the assets of the Group (2022: £nil).

As at 3|1 December 2023 the Group had available headroom under the bank syndication of £187.9 million (2022: £154.0 million).
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21. Financial risk management

This note presents information about the Group’s exposure to a variety of financial risks: credit risk, liquidity risk, market risk and
foreign currency risk, and the Group’s management of capital. Further quantitative disclosures are included throughout these consolidated
financial statements.

Financial risk management and Treasury Policy

Group Treasury works within a framework of policies and procedures approved by the Board. It acts as a service centre for Morgan
Advanced Materials plc's businesses, not as a profit centre, and manages and controls risk in the treasury environment through the
establishment of such procedures. Group Treasury seeks to align treasury goals, objectives and philosophy to those of the Group.

It is responsible for all of the Group's funding, liquidity, cash management, interest rate risk, foreign exchange risk and other treasury
business. As part of the policies and procedures, there is strict control over the use of financial instruments to hedge foreign currencies
and interest rates. Speculative trading in derivatives and other financial instruments is n