GOVERNANCE

DEAR SHAREHOLDER

['am pleased to introduce Imperial
Brands PLC's Corporate Governance
Report for the financial year ended
30 September 2022.

The year in review

During 2022, the Board remained
focused on supporting management’s
disciplined delivery of our five-year
strategy amid continued challenges,
including rising inflation and a
growing cost-of-living squeeze. This
year our business has also been
challenged by Russia’s invasion of
Ukraine, which necessitated urgent
action to protect the long-term
interests of the Company. Our first
priority is the safety and wellbeing of
our people and their families. This
continues to be the case for our
Ukraine colleagues. On page 109, you
can find out more about how we took
into consideration the interests of our
stakeholders in addressing the
situation in Ukraine and in exiting
from Russia.

With the ending of COVID-19
restrictions, the Board has resumed
in-person meetings and engaged face
to face with our broad range of
stakeholders, including shareholders,
consumers, customers, suppliers and,
of course, our people. During the year
the Board has met in the UK, US

and Spain.

This report marks the end of the
second year of our renewed five-year
strategy. It has been a year of
consolidation, reinforcing the progress
of the previous year to ensure a stable
platform from which to move into the
next phase of our strategy. The Board
and the Executive Leadership Team
have worked hard to maintain and

build on a resilient and sustainable
governance framework, which we
believe makes us stronger and better
placed to take sound decisions in
the interests of the Company and

its stakeholders.

Purpose, vision and behaviours
Last year, we committed to oversee the
further development and embedding of
the Company'’s purpose, vision and
behaviours, a key framework that
underpins the delivery of our strategy.
Responsibility sits at the heart of our
vision and this year in particular saw
developments in our approach to

ESG issues. The reconstituted ESG
Executive Committee, evolved out of
the Board's ESG Steering Committee
that I was chairing, is in place. It is
chaired by our Chief Executive Officer
and reports directly to the Board,
which retains close oversight of this
important work.

You can read more about our purpose and
vision on page 13, our behaviours on page
23, our corporate governance framework in
the pages that follow, and our ESG
programme on pages 36 to 58.

Our people and culture

Our people remain our greatest asset.
We have been following the progress
being made in developing a
performance-based culture aligned to
our purpose, vision and behaviours. The
Board has been closely involved in the
cultural transformation journey being
led by our People and Culture team.

More details on our workforce engagement
activities can be found on page 31, and more
information about our people and culture
initiatives can be found on pages 52 to 58.

I would like to take this opportunity to
thank all our people for their
contribution to the business,
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demonstrated in their focus on our
consumers, and their care for each
other, most vividly reflected in the
amazing £87k raised by colleagues
around the world for those affected by
the situation in Ukraine.

Succession planning and diversity
Our strong focus on succession
planning, as well as our firm
commitment to diversity, continue and
the commitment does not stop with the
Board. You will read in the People and
Governance Committee report on
pages 113 to 118 about the progress

we are making to address diversity
recommendations at Board and senior
management level.

It is an important feature of delivering
our strategy that our culture is
transformed and becomes performance
based. See pages 55 to 56 for a deep dive
into the progress of our Employee
Resource Groups.

Stakeholders

You will read on pages 30 to 34

about how we ensure that we consider
the views of our stakeholders

in our decision-making process.

Our engagement with stakeholders,
including our employees, provides

the Board with rich context and
background when making decisions.

I am particularly pleased with how we
addressed one of our key objectives for
the year, which was to get closer to the
consumer. Further information on our
stakeholder engagement can be found
on pages 30 to 34 and in our Section
172 statement on pages 108 to 112. Our
people, under the aegis of our the ESG
Executive Committee, have worked
hard on our ESG strategy, building on
previous years’ work and honing our
approach, which we believe now has
clarity and depth.



Risk management

Regular reporting has provided the
Board and its Committees with
information to consider and use to
guide management in responding to
the events of the year, including the
ongoing COVID-19 pandemic and the
situation in Ukraine, as well as to
monitor our underlying principal risks.

These are more fully described on pages 82
to 93.

Like many companies, the Board
recognises climate change as a global
threat as well as a direct threat to the
Group’s operations. We are committed
to addressing climate change and we
were one of the first FTSE100
companies to commit to being a Net
Zero company across our global
operations and value chain by 2040.

For more information on our sustainability
initiatives and our first stand-alone report
aligned to the requirements of the Task
Force on Climate-related Financial
Disclosures, see pages 59 to 65.

Shareholder engagement

Our Chief Executive Officer, Chief
Financial Officer, and I have met virtually
and in person with shareholders
throughout the year. In addition to
hearing about our strategy, purpose
and vision, shareholders have been
interested in our ESG initiatives and
our approach to creating a culture and
environment within which our people
will perform best to support our strategy.

1. BOARD LEADERSHIP AND
COMPANY PURPOSE

The Company is led by an effective
and determined Board, focused on
the long-term sustainable success
of the Company, generating value
for shareholders and stakeholders,
and contributing to wider society.

Read more on pages 13 and 96 to 99.

3. COMPOSITION, SUCCESSION
AND EVALUATION

Appointments are subject to a
formal, rigorous and transparent
procedure. Succession plans,
designed to promote diversity

of gender, social and ethnic
backgrounds and cognitive and
personal strengths, are in place for
the Board and senior management.
An evaluation of the Board and

its Committees is undertaken
annually, in line with the Code.

Read more on pages 113 to 118.

As Imentioned earlier, our investor
perception survey suggests they are
supportive of these initiatives. You can
find further detail on our investor
engagement on page 107.

Changes to the Board

In November 2021, we welcomed Ngozi
Edozien and Diane de Saint Victor as
independent Non-Executive Directors.
Their appointments enhance the
breadth of experience and diversity of
views we have on the Board.

Following the Annual General Meeting
on 2 February 2022, Steven Stanbrook
retired as a Non-Executive Director.

I would like to thank Steven for

six years' valuable service to the
Company. He was a highly engaged
member of the Board, including in his
role as Workforce Engagement Director.

Read about all our Board’s skills and
experience on pages 96 to 100.

Board effectiveness

To ensure the Board and its
Committees continue to work
effectively, the Board has undertaken
an internal review of its performance.
The outcome of this year's evaluation
concludes that the Board continues to
operate effectively. Details of this year's
evaluation, and the significant progress
made against last year's actions can be
found on pages 116 to 118.

2. DIVISION OF
RESPONSIBILITIES

The Chair and the Chief Executive
Officer have clearly defined and

separate responsibilities, and there
is an appropriate combination of
Executive and independent
Non-Executive Directors.

Read more on page 102.

4. AUDIT, RISK MANAGEMENT
AND INTERNAL CONTROL

Formal, transparent policies and
procedures are in place to ensure
the independence and
effectiveness of the internal and
external audit functions and the

integrity of financial and narrative
statements, and to manage and
mitigate risks.

Read more on pages 119 to 129.

STRUCTURE AND CONTENT
OF THE GOVERNANCE
REPORT

Chair'’s introduction

Board Leadership

Compliance statement

Role and purpose of the

Board and its Committees

Governance framework
Board in action

Board engagement with
stakeholders

People and Governance
Committee report

Audit Committee report
Remuneration Committee
report

Directors’ report
Directors’ statement

Looking forward

The progress we have made this year
has provided us with a sound platform
from which to look forward with
confidence to the next phase of

our strategy.

The 2023 Annual General Meeting will
be held on 1 February 2023. Further
details can be found in the Notice of
Annual General Meeting sent to
shareholders and made available on
the Company’s website. I look forward
to meeting many of you then.

J b Gepandy

Thérése Esperdy
Chair

5. REMUNERATION

The Company has remuneration
policies and practices designed to
support its strategy and promote
long-term sustainable success.
Executive remuneration is aligned
to the Company's purpose and
vision, and is clearly linked to the
delivery of the Company'’s long-
term strategy.

Read more on pages 130 to 148.
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GOVERNANCE BOARD LEADERSHIP

Find out more at www.imperialbrandsplc
com/about-us/leadership-team
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Committee membership

@ People & Governance Committee
@ Audit Committee

® Remuneration Committee

@ Committee Chair

1. Public listed company.
2. Private organisation
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BOARD OF DIRECTORS

1. Thérése Esperdy
Chair ® @

Appointment

Joined the Board in July 2016, serving
as Senior Independent Director from
May 2019 and appointed Chair in
January 2020.

Career and Experience

Thérese has significant international
investment banking experience
having held a number of roles at JP
Morgan including Global Chair of JP
Morgan'’s Financial Institutions Group,
Co-Head of Asia-Pacific Corporate &
Investment Banking, Global Head of
Debt Capital Markets, and Head of US
Debt Capital Markets. She began her
career at Lehman Brothers and joined
Chase Securities in 1997 prior to the
firm’s merger with JP Morgan in 2000.

Skills and Competencies

Thérése brings to Imperial her
excellent international leadership
experience from serving on boards of
both US and UK listed companies. She
brings to bear her astute
understanding of our business, the
sector we operate in and the concerns
of our investors.

External Appointments

« Non-Executive Director, Senior
Independent Director and Chair of
the Finance Committee of National
Grid Plcl.

+ Non-Executive Director of Moody's
Corporation®.

2. Stefan Bomhard
Chief Executive Officer

Appointment
Appointed in July 2020.

Career and Experience

Stefan joined Imperial from Inchcape
plc, a global distribution and retail
leader in the premium and luxury
automotive sectors, where he
delivered successful transformational
change during a five-year tenure as
Chief Executive.

Prior to Inchcape, Stefan was
President of Bacardi Limited's
European region and was also
responsible for Bacardi's Global
commercial organisation and Global
Travel Retail. Previous roles have
included Chief Commercial Officer
of Cadbury plc and Chief Operating
Officer of Unilever Food Solutions
Europe. This followed senior
management and sales and marketing
positions at Diageo (Burger King) and
Procter & Gamble.

Skills and Competencies

With a PhD in marketing and
significant exposure to multiple
consumer sectors in large
multinational organisations, Stefan
brings excellent brand-building and
consumer-led sales and marketing
experience to Imperial, notably in
other “challenger” businesses (Burger
King and Bacardi).

External Appointments
+ Non-Executive Director of Compass
Group PLC.

3. Lukas Paravicini
Chief Financial Officer

Appointment
Appointed May 2021.

Career and Experience

Lukas has a proven track record in
multinational consumer goods
companies around the world. He
joined Imperial from agricultural
commodities and brokerage

group ED&F Man Holdings, where he
was Chief Financial Officer. He has
also held senior positions at Fonterra,
a New Zealand and Australia listed
co-operative and the world’s largest
dairy exporter, with sales in 130
countries. He was Chief Financial
Officer from 2013-2017 and Chief
Operating Officer, Global Consumer
and Foodservice Business from
2017-2018. Prior to that, he spent

22 years with Nestlé in various
senior finance and general
management roles.

Skills and Competencies

Lukas brings to Imperial broad
financial and operational experience
in consumer goods companies, and
expertise in driving transformational
change, including implementing
global shared services in large
international organisations.

External Appointments
+ None.

4. Sue Clark
Senior Independent Director () ®) @

Appointment

Appointed Non-Executive Director in
December 2018, Chair of the
Remuneration Committee in February
2019 and Senior Independent Director
in January 2020.

Career and Experience

Sue has strong international business
credentials with over 20 years’
Executive Committee and Board-level
experience in the FMCG, requlated
transport and utility sectors. Sue held
the role of Managing Director of
SABMiller Europe and was an
Executive Committee member of
SABMiller plc. She joined SABMiller in
2003 as Corporate Affairs Director and
was part of the executive team that
built the business into a top-five

FTSE company.

Skills and Competencies

With a background in corporate and
regulatory affairs, Sue brings to
Imperial international experience in
FMCG and regulated businesses and
major corporate transactions, as well
as expertise in governmental and
regulatory relations. Sue is a
passionate advocate for the
contribution business can make to
wider society, which brings valuable
insight to Imperial’'s ESG ambitions.

External Appointments

+ Non-Executive Director, Chair of the
Remuneration Committee and
member of the Nominations
Committee of Britvic plc!.

+ Non-Executive Director and member
of the Audit, Nominations and
Remuneration Committees of
Mondi plct.

+ Non-Executive Director of Tulchan
Communications LLP? a leading
advisory firm.

5. Diane de Saint Victor
Non-Executive Director ®) (R)

Appointment
Appointed November 2021.

Career and Experience

Diane has strong legal, regulatory,
M&A, business alliance and ESG
experience, having held a number of
General Counsel, Company Secretary
and other key roles in an international
career. She spent 13 years on the
Executive Committee, as General
Counsel & Company Secretary, of ABB,
the global technology company. Prior
to joining ABB, she served as a Senior
Vice President and General Counsel of
Airbus Group from 2004 to 2006 and
from 2003 to 2004 as a Vice President
and General Counsel at SCA Hygiene
Products. She spent a decade working
at Honeywell, ultimately holding the
post of Vice President and General
Counsel International.
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Skills and Competencies

Diane brings over 30 years’ experience
of broad international legal, governance
and regulatory expertise gained from
arange of senior executive and
non-executive positions in multinational
organisations, as well as experience of
transforming organisations in sectors
undergoing change.

External Appointments

+ Non-Executive Director of
Natixis, SA%

+ Non-Executive Director and member
of the Audit and HSES Committees,
of Transocean Ltd".

+ Non-Executive Director of C&A?

6. Ngozi Edozien
Non-Executive Director (&) (?)

Appointment
Appointed November 2021.

Career and Experience

Ngozi has over 25 years’ experience in
finance/private equity, general
management and strategy/business
development functions with
multinational companies in Europe,
the US and Africa. She joined
McKinsey & Company in 1992, leaving
in 1999 to join Pfizer Inc. as Vice
President, Pfizer Global
Pharmaceuticals (PGP) Strategic
Planning and Business Development, a
position she held until her
appointment in January 2005 as the
Regional Director, PGP East, Central
and Anglophone West Africa. She
served as Head of West Africa for Actis
LLP from 2009 until 2014. She spent six
years on the Board of PZ Cussons and
four years on the Board of Vlisco PLC.

Skills and Competencies

Ngozi brings to Imperial over 30 years’
experience in general management,
finance, strategy, business
development and transformation
gained at multinational companies,
including in regulated consumer
goods, in Europe, the US and Africa.

External appointments

+ Non-Executive Director and member
of the Finance and Risk Committee
of Guinness Nigeria, a listed
subsidiary of Diageo’.

» Non-Executive Director of Stanbic
IBTC Holdings PLC.

+ Non-Executive Director of
Barloworld Ltd™

7. Alan Johnson
Non-Executive Director (A) (P)

Appointment
Appointed in January 2021.

Career and Experience

Alan has a strong financial
background in consumer goods and
retail, having held a number of senior

finance positions at Unilever in Africa,

Europe and Latin America during a
30+ year career, including Chief Audit
Executive and Chief Financial Officer
of the Global Foods Division.

He was previously Chief Financial
Officer and then a Non-Executive
Director of Jeronimo Martins SGPS,
S.A., afood retailer with operations in
Portugal, Poland, and Colombia, until
April 2016, and retains a role as the
independent chairman of the
company's Internal Control
Committee. Between July 2018 and
September 2020 he was a Non-
Executive Director of the UK
Department for International
Development (DFID) and chaired its
Audit & Risk Assurance Committee.

Skills and Competencies

As well as his financial acumen and
international experience across
mature and developing markets, Alan
brings to Imperial experience of risk
management and successfully
managing business transformations,
lending further strength to the Board’s
governance and effectiveness.

External appointments

+ President and Chair of the Board of
the International Federation of
Accountants®

+ Member of the Board and Chair of
the Audit Committee of the
International Valuation Standards
Council®

+ Non-Executive Director of William
Grant & Sons Ltd?

+ Non-Executive Director of
DS Smith plct.
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8. Bob Kunze-Concewitz
Non-Executive Director (P) (R)

Appointment
Appointed November 2020.

Career and Experience

Bob is an experienced marketing
professional and has held a number
of senior roles at leading FMCG
companies. He was appointed Chief
Executive Officer of Campari Group,
amajor player in the global spirits
industry, in May 2007 having joined
the business in 2005 as Group
Marketing Director. Bob previously
held positions of increasing
responsibility and global reach at
Procter & Gamble, including Global
Prestige Products Corporate
Marketing Director.

Skills and Competencies

With a strong track record of
successfully executing brand and
marketing strategies at the most
senior level, Bob brings to Imperial
international brand experience and a
profound understanding of delivering
for the consumer.

External appointments

+ Chief Executive Officer of
Campari Group'.

+ Non-Executive Director of Luigi
Lavazza S.p.A?

9. Simon Langelier
Non-Executive Director (A) (P)

Appointment
Appointed June 2017.

Career and Experience

Simon has significant international
experience within the tobacco
industry. He held a number of senior
commercial positions during a 30-year
career with Philip Morris International,
including in Latin America, Asia,
Western and Eastern Europe, the
Middle East and Africa. In addition, he
was President of their Next Generation
Products & Adjacent Businesses.
Simon was also Chairman for almost
six years of PharmacCielo Limited,

a Canadian-based supplier of
medicinal-grade cannabis oil

extracts and related products.

Skills and Competencies

As well as a deep understanding of the
tobacco industry, Simon brings to
Imperial knowledge and experience of
its NGP agenda.

External appointments
+ Non-Executive Director of CryoMass
Technologies Inc.!



10. Jon Stanton
Non-Executive Director @ (P) (R)

Appointment
Appointed May 2019.

Career and Experience

Jon has a wide range of international
leadership experience, encompassing
transformation, M&A and all aspects of
finance, principally in the B2B sector.

In 2016 he was appointed Chief
Executive of The Weir Group PLC, one
of the world’s leading engineering
businesses, having previously been
CFO from 2010. Prior to that he spent
22 years at Ernst & Young, LLP, the last
nine years of which were as a partner
in its London office, where he led
global board-level relationships. Jon is
a Chartered Accountant and a member
of the Institute of Chartered
Accountants in England and Wales.

©

Skills and Competencies

Jon brings a breadth of experience,
with a first-class international
business track record, including
significant US exposure, as well as
investor relations experience and the
financial acuity to challenge
constructively at the Board and its
Committees.

External appointments
+ Chief Executive of
The Weir Group PLC.

11. John Downing
Company Secretary

Appointment

Appointed June 2012. Secretary to the
Board and each of the Board
Committees.

Career and Experience
John, a qualified solicitor, joined
Imperial in 2005 having previously

Committee membership
@ People & Governance Committee
@ Audit Committee

® Remuneration Committee

€ Committee Chair

1. Public listed company.
2. Private organisation.

worked for the law firm Linklaters.

He has had a number of senior legal
roles in Imperial, including playing
aleading role in the acquisition of

the Altadis business, and becoming
Head of Group Legal in 2010. He has
considerable experience in managing
key corporate projects related to
financing, business development and
other commercial matters. In addition
to his Group Company Secretary role,
John has responsibility for the Group’s
governance, security, anti-illicit trade
and information security functions.
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BOARD LEADERSHIP

BOARD LEADERSHIP

Early in the year, we strengthened the depth and breadth of capability and experience on our Board and in our Executive
Leadership Team. The enhanced combination of skills and competencies sets up Imperial for delivering the next phase of

our five-year strategy.

Leadership Skills Matrix
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Non-Executive Directors

Thérese Esperdy (Chair) 2 L 4 L 4 L 4 2 2 2 L 4 L 4

Sue Clark (SID) L 4 L 4 L 4 4 L 4 L L * *

Diane de Saint Victor ** L 2 L g L g L g L 2 L 2 L 2 L g L g

Ngozi Edozien ** 4 L 4 L 4 L 4 L 4 L 4 L 4

Alan Johnson L 2 L g L g L g L 2 L 2 L g

Bob Kunze-Concewitz 2 * * * L 2 L 2 L 2 * *

Simon Langelier L 4 L 4 4 4 L g L g

Steven Stanbrook * 2 L 4 * 2 * L 2 L 2 L 2

Jon Stanton L g L g L g L 2 L g 2 2 2 L 2 L 2

Executive Directors

Stefan Bomhard (CEO) L 4 L 4 L 4 4 4 L g L g L g L g

Lukas Paravicini (CFO) L 4 L 4 2 2 2

* Until 2 February 2022 at the end of the AGM

** Ngozi Edozien and Diane de Saint Victor appointed 15 November 2021

COMPLIANCE STATEMENT

It is the Board's view that for the
financial year ended 30 September
2022, the Company has complied with
all the requirements of the UK
Corporate Governance Code 2018

(the Code).

The Company’s auditor, EY LLP, is
required to review whether the above
statement reflects the Company’s
compliance with the provisions of the
Code specified for its review by the UK
Listing Authority’s Rules (UKLA) and
to report if it does not reflect such
compliance. No such report has

been made.
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Our Commitment to Corporate
Governance

The Board is committed to the high
standards of corporate governance set
out in the Code. The Code can be found
at https://www.frc.org.uk/directors/
corporate-governance-and-
stewardship/uk-corporate-
governance-code.

This Corporate Governance Report,
together with the Directors'’
Remuneration Report set out on
pages 130 to 148, describe how the
Board has applied the main principles
of good corporate governance and
complied with the relevant provisions
as set out in the Code for the year
under review.
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The Directors’ Report also contains
information required to be disclosed
under the UKLA Rules and under

the Disclosure Guidance and
Transparency Rules (DTR). To the
extent necessary, certain information
has been incorporated into this Report
by reference.

Throughout the Corporate Governance
Report and Directors’ Report, we have
set out how we apply the main
principles and complied with the
relevant provisions of the Code.
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THE ROLE AND PURPOSE OF THE BOARD AND ITS COMMITTEES

Board and Committee membership as at 30 September 2022

FOCUS IN 2022

+ The wellbeing of our people
and continuing business stability
during the ongoing COVID-19
pandemic, as well as the Russia/
Ukraine conflict.

» Board succession and diversity.

+ Further development and
embedding of our renewed culture
and purpose.

+ Delivery against our strategy.

» Our NGP strategy.

+ Our ESG strategy.

LOOKING AHEAD TO 2023

+ The wellbeing of our people,
particularly in Ukraine, as well as
those impacted by the cost-of-living
crisis.

+ Delivery in our first year of Phase 2
of our strategy, particularly given
geopolitical and macro-economic
factors.

+ Our NGP agenda, as we move into an
accelerated roll-out phase.

+ The embedding of our cultural
transformation.

+ Our ESG agenda.

GOVERNANCE FRAMEWORK

The Board is responsible for the
governance of the Company,
undertaking its duties within a
framework of clear authorities and
governance structures, with effective
controls that enable risk to be
assessed and managed effectively.

The Board sets the tone for the Group
from the top and delegates specific
tasks to its Committees. Each of these
Committees has specific written terms
of reference issued by the Board,
adopted by the respective Committee
and published on our website. All
Committee chairs report on the
proceedings of their Committee at the
next meeting of the Board, and make
recommendations to the Board where
appropriate. Minutes of Committee
meetings are circulated to all

Board members.

People &
Audit Remuneration Governance
Board Committee Committee Committee
Non-Executive
Directors
Thérese Esperdy (Chair) 42 L 4 2%
Sue Clark (SID) L 4 2 & 2
Diane de Saint Victor L 4 L 4 L 2
Ngozi Edozien L 4 2 2
Alan Johnson L 4 L 4 L 4
Bob Kunze-Concewitz L 4 L 4 L 4
Simon Langelier L 4 L 4 2
Jon Stanton L 4 L & L 4 L g
Executive Directors
Stefan Bomhard (CEO) L 4
Lukas Paravicini (CFO) @

1. Unless dealing with the succession of the Chair.
2. Denotes Chair

Executive Directors are invited to attend when appropriate.
John Downing is Secretary to the Board and each of the Board Committees.
Ngozi Edozien and Diane de Saint Victor appointed 15 November 2021.

To ensure Directors are kept up to date
on developments and to enhance the
overall effectiveness of the Board, the
Board Chair and Committee chairs
communicate regularly with the Chief
Executive Officer and the Chief
Financial Officer. Where appropriate
the Board convenes virtually outside
of scheduled meetings to consider
time-sensitive matters.

The Board is responsible to
shareholders and stakeholders for
approving the strategy of the Group,
for overseeing the performance of the
Group and evaluating and monitoring
the management of risk in a manner
that is most likely to promote the
Company’s long-term success.

As part of the governance framework,
the Board has adopted a schedule of

matters on which it must take the final

decision. These include approving the

Group's strategy, business plans,
dividend, major financial
announcements, and acquisitions
and disposals exceeding

defined thresholds.

Each member of the Board has access,
collectively and individually, to the
Company Secretary and is also
entitled to obtain independent
professional advice at the Company’s
expense, should they decide it is
necessary in order to fulfil their
responsibilities as Directors.
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GOVERNANCE BOARD LEADERSHIP continued

( BOARD ROLES AND COMPOSITION

While the Board shares collective responsibility for its activities, some roles have been
defined in greater depth below.

Chair Senior Independent Director Non-Executive Directors

Leads the Board and creates an Assists the Chair with effective Evaluate information provided and

environment that ensures there shareholder communications including challenge constructively management's

are strong links between the Board, if investors have any issues which have viewpoints, assumptions and

management and stakeholders. not been resolved through the normal  performance. They bring a diverse
channels. Is available to other Directors range of business and financial skills
should they have any concerns not and experience that complement and
appropriate to raise with the Chair. supplement those of the Executive

Directors.

Chief Executive Officer Chief Financial Officer Company Secretary

With the CFO, has day-to-day Supports the CEO in implementing Provides independent advice to

management responsibility for the strategy and overseeing the finances, the Board on matters of corporate

Group and for implementing operations and development of governance and supports the Chair

the Group's strategy. the Group. and the Non-Executive Directors.

Is responsible for ensuring good
governance practices at Board level
and throughout the Group.

4 BOARD COMMITTEES
The Board delegates certain matters, listed below, to Board Committees, consisting of members of the Board.
For further details, see the table of Board and Committee membership at 30 September 2022 on page 103.
Audit Committee Remuneration Committee
Assists the Board in fulfilling its corporate governance Sets and implements our Remuneration Policy aimed at
responsibilities. This includes oversight of the Group’s aligning the interests of Executive Directors and senior
external audit, internal control systems, risk management management with those of our stakeholders, ensuring our
framework and processes, and the Group Internal Audit ability to attract and retain high-performing executives
department. The Committee’s responsibilities also include whilst incentivising the delivery of our strategic objectives
ensuring the integrity of the Group's financial statements and sustained returns for investors.

and related announcements. This Committee is chaired by Sue Clark.

This Committee is chaired by Jon Stanton. See page 130.

See page 119.

People and Governance Committee Ad hoc committees

Reviews and evaluates the composition and succession Ad hoc committees may be established to review and
plans of the Board and its Committees, to maintain an approve specific matters or projects. For example, this year
appropriate balance of skills, knowledge, experience and an ad hoc sub-committee of the Board was established to
diversity. Retains oversight of the development plans for consider the Company’s approach in respect of the
Executive Leadership Team (ELT) members together with Ukraine crisis.

the Company’s wider organisational structure, its diversity,
equity and inclusion agenda, and its talent management
processes. Oversees workforce engagement and culture.
Reviews and develops the Board's corporate governance
framework, including the Board performance

evaluation process.

This Committee is chaired by Thérese Esperdy.
See page 113.

( EXECUTIVE LEADERSHIP TEAM

The Board delegates responsibility for developing and implementing strategy, and for the day-to-day running of the
business, to Stefan Bomhard, Chief Executive Officer, who is assisted in his role by the Executive Leadership Team (ELT)
comprising the members listed on page 9.

The ELT is responsible for overseeing the operational execution and delivery of our strategic and financial plans. This
includes: business performance management; transformation and cultural change initiatives; talent, capability and
succession; major investments, divestment and capital expenditure proposals; business development considerations; ESG
initiatives; and risk assessment and management.

For further details, see page 9.
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Treasury Committee
(reporting to the Audit Committee)

This Committee reviews and approves material banking
and treasury matters, providing second line of defence
oversight of treasury-related risks.

This Committee is chaired by the Chief Financial Officer.

ESG Steering Committee

(reporting to the People and Governance Committee, the
Audit Committee and the Remuneration Committee as well
as the Board)

As highlighted in our last Annual Report, with the new ELT
in place, it was appropriate to reconstitute this Committee
with delegated responsibility to management, and so this
was done this financial year.

The purpose of this Committee is to define the Company’s
strategy relating to ESG and to provide oversight of its ESG
programme, which is designed to assist in promoting the
long-term sustainable success of the Company.

This Committee is chaired by the Chief Executive Officer.

OTHER NON-BOARD COMMITTEES
The Board delegates certain matters, as follows, to management committees consisting of senior executives:

Disclosure Committee
(reporting to the Board)

Approves the release of communications to investors
and the London Stock Exchange. Reviews whether
communications are inside information.

This Committee is chaired by the Company Secretary.

Risk Committee
(reporting to the Board and Audit Committee)

This Committee oversees and manages enterprise-wide risk by
ensuring that the Group Risk Register remains relevant on an
ongoing basis, reflecting the Group's risk appetite against those
identified risks, and providing perspectives on the risks raised
whilst also establishing the most effective presentation of risks
for ELT and Board review.

In addition, the Committee oversees and, where necessary,
directs the effective design and operation of the Group's
governance, risk management and internal control framework.

This Committee is chaired by the Chief Executive Officer.

Group Pensions Committee
(reporting to the Audit Committee and the Remuneration
Committee)

This Committee has been established to provide global oversight
on both risk and reward elements of the Group’s pension
arrangements, which were historically dealt with locally.

The Committee’s objectives include tackling the risks inherent
in the Group's defined benefit pension schemes as well as
reward matters.

This Committee is chaired by the Chief Financial Officer.

BOARD PROGRAMME IN 2022
How the Board discharged its responsibilities in 2022

In addition to the seven scheduled Board meetings, the Board also met virtually a number of times, including during March

and April 2022 to consider and make a decision in response

to Russia’s invasion of Ukraine.

Attendance at meetings of the Board, Board Committees and AGM

Name/Meeting

1 2
n/21 02/22

4
05/22

AGM!

3
03/22 06/22 08/22 09/22

Non-Executive Directors

Thérese Esperdy (Chair) L 4

Sue Clark (SID) *

L 4R 4

Diane de Saint Victor ? n/a

Ngozi Edozien ?

Alan Johnson

Bob Kunze-Concewitz

Simon Langelier

660000
* 600000
* 600000
* 600000
* 600000

Steven Stanbrook ®

A
3]
~
D
~
D
~
D

n/

B
=]
=]
QO
=]

Jon Stanton*

Executive Directors

Stefan Bomhard (CEO)

*

PSP PAPSPAPAPYES
PSP PAPSPAPAPAPAPAPAPY

Lukas Paravicini (CFO)

e o
*e |
*e |
*e |

*
* *

Notes:

1. Inlight of a rise in COVID-19 following the emergence of the Omicron strain,
of Directors attending the AGM in person.

2. Appointed 15 November 2021

3. Retired 2 February 2022 following the conclusion of the 2022 Annual Genera

the Board decided that it was in the best interests of the Company to limit the number

1 Meeting.

4. Jon Stanton was unable to attend one meeting due to a prior personal commitment.

Note: n/a signifies not eligible to attend.

Standard agenda items include strategy development and implementation, business performance and general corporate
housekeeping. These are supplemented by updates, deep dives, special reports and matters brought to the Board for decision.
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GOVERNANCE BOARD LEADERSHIP continued

BOARD IN ACTION
We focused on the following in 2022:

The wellbeing of our people and our
continuing business stability during the
COVID-19 pandemic

Delivery against our renewed strategy

COVID-19 continued to impact Imperial,
its people and its business. As a Board,
we remained vigilant and ready to
respond to the ongoing challenges

of the global pandemic.

See opposite for an in-depth study of how

we monitored the wellbeing of our people
and ensured the stability of the business.

In this second year of our five-year strategy,
building secure foundations in preparation
for the acceleration phase, the Board
maintained its focus on delivery.

See page 106 for an in-depth study of the
Board’s considerations in the context of
some of the strategic pillars and

critical enablers.

Stakeholders engaged: employees, suppliers,
customers, investors

Stakeholders engaged: employees,
consumers, suppliers, customers, investors,
regulators

S172 factors: a, b, c, d, e, f

S172 factors: a, b, c, d, e, f

See page 108 for definitions of S172 factors.

Board succession and diversity

Further development and embedding of our
renewed culture and purpose

During 2022 we strengthened the Board, and
in doing so addressed succession planning
and diversity. In addition, succession
planning for the ELT was a focus during the
year. Nonetheless, succession planning is an
ongoing requirement and diversity is an
area where continuous improvement is an
absolute necessity — this is acknowledged
and has been codified in the People and
Governance Committee’s terms of reference,
which were amended and approved at the
People and Governance Committee’s
September meeting.

For further information, please see the
People and Governance Committee report at
pages 113 to 118.

As highlighted in the Transforming our
culture section on pages 22 & 23, as well

as the People and Governance Committee
report, the Board takes a keen interest in the
cultural transformation that the organisation
is undertaking. In addition to reqgular updates
to both the full Board, and the People and
Governance Committee, the Board has
undertaken a number of “Meet the Board”
sessions: in November (Bristol), February
(Bristol), March (Spain), June (US),

and September (London).

Find details on pages 107, 113, and 133.

Stakeholders engaged: employees, investors

Stakeholders engaged: employees, investors

S172 factors: a, b, c, d, e, f

S172 factors: a, b, c,d, e, f
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IN-DEPTH STUDY:

The wellbeing of our people and our continuing business stability
during the COVID-19 pandemic

It is easily forgotten how the first half of our financial year
continued to be impacted by COVID-19. The Board was kept
informed of the impact of the pandemic on our people and on
the business on at least a monthly basis.

The November 2021 meeting noted that whilst the trend in
positive tests was largely stable, some markets were showing
renewed spikes (for example Russia, UK and Ukraine), and
others were experiencing refreshed lockdown challenges (for
example Laos, forcing the temporary closure of the factory
there). In addition, challenges were being experienced in
Global Supply Chain (GSC), particularly with non-tobacco
materials (NTMs), where there was a significant watch-out
on price pressures, commodity shortages and logistics. GSC
confirmed that the situation could be managed successfully.

By the time of the February meeting, the Omicron variant
appeared to be responsible for a rise in cases across the
business, with the biggest spikes in the US, Spain and UK.
Whilst these cases amongst our employees appeared to have
a lower health impact and cause less business disruption to
the business than earlier variants, steps continued to be
taken to ensure our people were fully looked after, including
continuous improvement steps to reinforce segregation in
factories to avoid the risk of cross-infection.

BOARD ACTIVITIES 2021/22

Even at the March Board meeting, weekly infection numbers
were still higher, but with no further hospitalisations since
the last update in early February. The Board noted the
ongoing challenge of absenteeism for the factories, in
particular with the Europe region seeing rates of up to 15%.
Nonetheless, our factories continued to manage through this,
maintaining a zero out-of-stock standard. Likewise, the
supply chain situation remained unchanged, with the
business again managing through the logistics challenges
and supplier pressures.

After over two years, management took the decision at the
start of April to cancel its weekly Group COVID-19 calls and to
consider absenteeism and any discernible COVID-19-related
supply chain impacts within the wider context of performance
management. As such, the Board was also updated on the
wellbeing of our people and our continuing business stability
pursuant to the COVID-19 pandemic in that wider context.

During our regular investor meetings we provided updates
on how we were managing COVID-19-related challenges to
our business.

Having been fully updated on a very regular basis throughout,
the Board remains proud of the Company’s response to the
pandemic, with our employees also acknowledging that
response as a defining feature of the Group's positive attitude
towards the wellbeing of our people.

The topics covered by the Board in its meetings during the financial year are detailed below:

Meeting Focus area Discussion points/Decisions made
November 2021 + FY21 Performance + Approval of the full year announcement, the year-end results presentation and the
(Bristol, UK) . ESG Annual Report and Accounts.
+ Review of work on our renewed ESG strategy, including approval of the terms of
reference for the reconstituted ESG Committee.
February 2022 + Performance + Ql performance update, including ongoing COVID-19 challenges, contingency planning
(Bristol, UK) + Russia/Ukraine in respect of the escalating situation in Ukraine, and the growing inflation cost challenge.
. ESG + Endorsement of the Group's ESG strategy.
- NGP Strategic Review + Brand experience, consumer immersion and deep dive into the NGP strategy one year on
« Cyber security from the announcement of the Group strategy.
+ Update on the Group's cyber security posture, including its response preparedness in the
event of a cyber attack.
March 2022 « Priority markets (Spain)  + Performance update overall, but with an emphasis on Spain, including management
(Madrid, Spain) « Russia/ Ukraine discussions, consumer immersion, employee engagement, store visits and an update
. Risk from Logista’s CEO.
+ Assessment of the Ukraine crisis and actions being, and to be, taken.
+ Risk assessment update.
May 2022 + Performance + Half year performance and announcement, with an update and assessment of the

(London, UK)

+ Inflation update

Digital Transformation
ESG

business being on track with the implementation of its strategy, including the NGP pilots
and progress on the cultural transformation.

Discussion with the Chief Supply Chain Officer on inflationary pressures and actions to
mitigate the impact of these.

Investment case for a single digital technology core enterprise resource planning (ERP)
system.

A review of the ESG landscape.

June 2022 « Priority markets (US) + Performance update overall, but with an emphasis on the US, including management
(Greensboro, US) + NGP strategy discussions, factory visit, leaf education session, consumer immersion, employee
engagement and store visits.
+ Focus on the US NGP market, including the legal and regulatory environment.
August 2022 + Performance + Q3 update, including inflation management, manufacturing capacity (COVID-19

(virtual, via Teams)

Regulatory affairs

absenteeism, the exit from Russia and the relocation of Kyiv factory production).
+ Regulation horizon scanning and strategy.

September 2022
(London, UK)

+ Performance

Business Plan

+ Risk

Investor audit

+ Performance update, including inflation tracker.
Discussion and approval of the FY23 business plan.
+ Board risk assessment, including risk appetite.
Investor feedback discussion.
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GOVERNANCE BOARD LEADERSHIP continued

IN-DEPTH STUDY: DELIVERY AGAINST OUR
RENEWED STRATEGY

As can be seen from the summary of key items discussed at
the various Board meetings over the year, the Board has
maintained its focus on delivery against the strategy, with
this being the second year of building foundations in
preparation for the acceleration phase for years three to
five.

The Board looks at delivery, performance and improvement
in the context of the Group's strategic pillars and critical
enablers, about which you will read elsewhere. By way of
example, the Board's activities in 2022 included the
following consideration in respect of key elements of

the strategy:

( 4 Consumer at the centre of the business

The Board has focused on this key enabler to the strategy
by overseeing the strengthening of critical capabilities
required to deliver it, including with the building of the
Chief Consumer Office. The consumer has been noticeably
“present” in the Board room, both through regular updates
and discussions on key aspects of bringing the consumer
to the centre of the business, and by Board members
participating in three consumer immersion events at the
February (Bristol), March (Spain), and June (US) Board
meetings. The Board also participated in store visits in

March, June and November.

/' Focusing on our priority markets
The Board looks in detail at the performance of each
priority market as part of the monthly performance
reporting and/or in the business review at each meeting.
In addition, in March and June the Board visited two of the
five priority markets, Spain and the US. In each review,
discussions centred on overall strategy (including people
and culture and must-win battles, as well as combustibles
and NGP), consumers, portfolio management (including
“local jewel” brands), route to market, market share,
regulation and competitors.

»

( Building a targeted NGP business
Our Chief Consumer Officer presented to the Board in
February on the NGP strategy one year on from the launch
of the Group strategy, outlining the renewed analysis of
the NGP landscape that had been undertaken, together
with data-points and learnings from the ongoing NGP
pilots in Europe and US. The Board endorsed the strategy
and approach, noting that with an improved product,
focused execution, and clear and differentiated target
consumer, Imperial can expect to start to build up its NGP
share position. Learnings from the pilots have provided a
clearer view of the challenges and the investments
required to deliver on our NGP ambition. Taking into
account the investment and project spend required to
support a step-up in innovation and consumer investment,
the Board approved the necessary investment, including
the incremental investment behind the NGP strategy, as
part of the FY23 business plan at the September Board
meeting. For more information on the Board's decision,
refer to Stakeholder engagement on pages 30 to 34.

As mentioned above, the Board continues to be informed
of, and discuss, the NGP strategy and performance,
including market-specific considerations during its visits
to Spain and the US.

Building a targeted NGP business is also a key part of the
Group’s ESG strategy in relation to consumer health. As set
out above and on pages 36 to 58, ESG has been a focus area
for the Board, with the overall ESG strategy being endorsed
at the February Board meeting. In addition, and following
engagement with investors, as set out in the Directors’
Remuneration Report on page 132, we have included a
consumer health metric into the annual bonus metrics.

( Simplified and efficient operations
As set out on page 24, a key enabler of our strategy is to
simplify the organisation through global processes
underpinned by technology.

With the need to replace end of life fragmented enterprise
resource planning (ERP) systems, the opportunity to do so
in a way that delivers better standardisation and
integration was acknowledged by the Board. Building on
the Central Finance (CFin) investment, the intention is
therefore to create a standard core ERP with master data
integrity and business platforms supporting all markets
and factories, on which other applications can be built as
the business evolves. The investment case for this single
digital technology core ERP was discussed and approved
at the May Board meeting, with the Board recognising that
the significant multi-year investment will be a key enabler
of the strategy and associated key business objectives.
Details of how the Board took stakeholders into account in
making its decision can be found on page 110.

4

( Driving value from our broader market portfolio
As set out on page 17, our strategy proposed a more
rigorous approach to driving value from the breadth of our
full market portfolio.

The strategy is focused on strengthening our regional and
cluster structures, ensuring each of our markets is
allocated the appropriate investment while managing our
smaller markets to ensure they have the agility they need
to spot trends and capitalise on emerging growth
opportunities.

The Board was kept up to date with progress during the
year, including discussions at its May meeting relating to
the creation of a product innovations team and work
reviewing the positioning of the right brands at the right
price point across a number of markets.
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( W Performance-based culture and capabilities
As set out on page 23, the Board approved the launch of
‘Connections’, our new purpose, vision and behaviours to
all of our employees globally.

At its June meeting the Board received a progress report
on culture and capabilities. A further update relating to the
interaction of talent, capability and culture with the
transformation of the operating model was provided to the
Board in September.




Engagement with Investors

We value the support and engagement of our equity and
debt investors and understand the importance of this to our
ability to access capital. Our aim is to provide balanced,
clear and transparent communications enabling investors
to understand how we see our prospects and the market
environments in which we operate. Over the course of 2022
our teams held around 650 meetings with investors and
research analysts through the following:

+ results presentations and trading updates;

+ CEO and CFO participation at investment banking
conferences;

+ investor roadshows in the UK, North America, Asia, with
private client brokers and wealth managers and with debt
investors in support of US dollar bond issue;

+ two webinars: “Gaining traction in the US market” and
“Our refreshed ESG agenda”,

+ our AGM, providing an opportunity for the Board to meet
with shareholders, particularly our retail investors;

+ shareholder engagement on our proposed ESG metrics
into FY23 executive remuneration; and

+ ad hoc meetings at the investors’ request.

To monitor the effectiveness of this engagement, the Board

commissioned an investor perception study during 2022 to

gather feedback from investors and non-shareholders.

The key findings were that shareholders believe Imperial

has the right strategy in both combustible tobacco and in

NGP, which plays to its strengths and position in the

industry and there is widespread support for the new capital

allocation policy. Shareholders are also supportive of the
management team and are pleased with the operational
progress to date. They are keen to see progress in NGP,
which is considered a critical area to underpin long-term
growth, and they also want to see signs of performance
improving in the next three-year phase of the plan.

INVESTOR ENGAGEMENT DURING FY22

OCTOBER

Results
+ Pre-close trading update

MARCH
Conferences
+ Boston

+ Virtual
NOVEMBER

Results
+ FY Results

Engagement

Roadshows
+ UK
+ Private Client

APRIL

Results

+ Pre-close trading update

DECEMBER

Conferences
+ Virtual

MAY

Results
+ HY Results

Roadshows
+ UK
+ North America

Roadshows
+ North America

+ Private Client

FEBRUARY

Roadshows
+ Private Client

Engagement
+ AGM 2022

+ Webinar on gaining traction
in the US market

Engagement with Colleagues

Despite the challenges of the COVID-19 pandemic, we have
continued our workforce engagement activities. The People
and Governance Committee has embraced its wider role as
the workforce champion. Our “Meet the Board” listening
sessions continue to provide the opportunity for a two-way
dialogue between our colleagues and NEDs, tackling themes
such as diversity and inclusion, ESG and culture. The
sessions also included discussion in respect of investor
sentiment, the Group’s NGP ambitions, its digital marketing
approach, regulation and the Russian invasion of Ukraine.
These open and honest sessions have been positively
received, and are considered by colleagues to be helpful in
connecting to the strategy and the enablers for delivering it.

Specific engagement:

November .
2021 .

UK
March 2022 .

“Meet the Board” session
Store visit with UKI team

“Meet the Board” session

Spain + Office drinks

+ Dinner with local management
June 2022 + “Meet the Board” session
USA + Office drinks

+ Dinner with management
+ Factory tour and leaf education

September .
2022

UK

“Meet the Board” session
+ Dinner with management

Read more on how the Board considers all our stakeholders,
and how the Directors fulfil their duties under Section 172 of
the Companies Act 2006, in our S172 statement and
accompanying information on pages 108 to 112.

JUNE

Conferences
+ Paris

Roadshows
+ Private Client

JULY

Roadshows
+ Canada

+ Asia

AUGUST

Engagement
+ Engagement on ESG metrics
in remuneration

SEPTEMBER

Conferences
+ Boston

Engagement
+ Webinar on Environmental,
Social & Governance
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GOVERNANCE SECTION 172

STATEMENT ON SECTION 172 OF THE
COMPANIES ACT 2006

Effective engagement

with a wide range of
stakeholders, including
consumers, colleagues,
governments and
regulators, our customers,
suppliers, and investors is
key to the successful
delivery of our strategy and
vision in the long term.
During the year, the Directors acted in
a way they considered, in good faith,
most likely to promote the Company’s
long-term success for the benefit of its
members as a whole, paying due

regard to the matters set out in Section
172 of the Companies Act 2006.

In taking into account the various
interests of all relevant stakeholders
when making decisions, the Board
recognises it is not always possible to
achieve each stakeholder'’s preferred
outcome. Which stakeholder groups’
interests are considered depends on
the decision at hand. The Board
endeavours to balance the different
priorities and interests of our
stakeholders in a way compatible with
the long-term, sustainable success of
the business and which aligns with
our purpose, vision and behaviours.

Examples of key decisions taken by
the Board during the year and how
stakeholder views and inputs, as well
as Section 172 factors, have been
considered in its decision-making are
shown on the following pages, which

together form our Section 172 statement.

The Board recognises its responsibility
to give due regard to the following
matters in arriving at its decisions:

Section 172 factors

(@ The likely consequences of any
decision in the long term

(b) The interests of the Company's
employees

(©) The need to foster business
relationships with suppliers,
customers and others

(d) The impact of the Company's
operations on the community and the
environment

@ The desirability of the Company
maintaining a reputation for high
standards of business conduct

@ The need to act fairly as between
members of the Company

Examples of decisions taken by the Board
and how stakeholder views and inputs, as
well as s. 172 considerations, have been
considered in its decision-making are
shown on the following pages.

Key stakeholders

i
= Consumers

Customers

[EF Governments and regulators

& Colleagues

@ Suppliers

4l Investors




CONSIDERING STAKEHOLDERS
IN KEY DECISIONS

Decision to withdraw from
Russia

@OO@EO®

=LYl

The Board was informed of the
Company’s ongoing contingency
planning in respect of a possible
invasion of Ukraine at its Board
meeting on 1 February 2022. It was
kept updated on the Company’s
response to the unfolding situation
with regular reports, including being
fully briefed on measures being taken
to assist our employees in Ukraine.

Following an emergency Board call on
7 March 2022, we announced the
suspension of all operations in Russia.
This decision took into account the
complex implications for various
stakeholders, including Imperial’'s
reputation as a responsible UK public
company, an assessment of evolving
international sanctions and growing
concerns among suppliers and
shareholders.

The Board then met as scheduled on
10 March 2022 and was briefed on how

stakeholders were reacting to

the crisis, including employees,
consumers, shareholders, media and
governments. The Board discussed
next steps regarding the Russian
business, again taking into account
key stakeholders in both Russia and
Ukraine, as well as competitor and
other FMCG company reactions. A
Board sub-committee was established
to deal with urgent matters, whilst
ensuring the Board was kept informed
of developments.

Taking into account the implications
for its various stakeholders, the Board
decided that it was best for the
success of the Company in the long
term to exit Russia. On 15 March 2022,
following a sub-committee meeting,
the Company announced that it had
begun negotiations to transfer its
Russian assets and operations to a
local third party. In negotiating the
Company’s exit from Russia, the safety
and wellbeing of its employees was
the key priority, with the Board
deciding that an orderly transfer of the
business as a going concern would be
in the best interests of its 1,000
colleagues in Russia. In addition,

S172 CONSIDERATIONS AT A GLANCE

despite always operating within the
law, it was increasingly apparent that
the international sanctions being
imposed upon Russia were making
several suppliers nervous about
supplying Imperial, which could

have impacted their business and
Imperial’s relationship with them in
the longer-term.

The Board continued to receive
updates on both the proposed exit
from Russia and the situation in
Ukraine, allowing a sub-committee of
the Board to approve the exit, which
completed on 20 April 2022. The
Company safeguarded every Imperial
job in Russia, with all employees
transferring with the business.

This was particularly important for
those employed in Volgograd, given
the importance of our factories

in the communities in which they
are located.

The Board continued to be updated on
the crisis in Ukraine throughout the
year, including the sad news in August
that one of our Kyiv factory employees,
who had joined the Ukrainian military,
had been killed in the fighting.

Likely long-term
consequences of the
decision

Our decision brought stability to a complex and quickly evolving situation. It was informed
at every step by consideration of the long-term consequences to the Group of continuing
to do business in Russia or withdrawing from the market and protecting the wider
business and its stakeholders.

Interests of our
colleagues

Prompt action meant we safeguarded the interests of our Imperial Russia colleagues by
ensuring their transfer as part of a going concern. At the same time, the interests of our
colleagues in Ukraine and the wider business was a key factor in considering the long-
term consequences of our decision.

Fostering business
relationships with
suppliers, customers
and others

We took into account our suppliers’ concerns about the potential impact of international
sanctions on Russia. Our decision has secured our relationships with those suppliers.

Impact on community
and environment

We recognised our decision would particularly affect the community around our factory at
Volgograd. Taking that into account, we acted quickly to transfer the business as a going
concern, safeguarding local jobs.

Maintaining a
reputation for high
standards of business
conduct

Imperial conducted itself in this internationally volatile political situation with integrity
and discipline. The Board remained updated and ready to act at short notice, applying high
standards of governance, and considering the interests of all our stakeholders, while
responding decisively.

Need to act fairly
between members

The Board acted fairly when considering all key stakeholders in its decision-making.
Once decisions were made, we provided clear and transparent reporting on our plans
and progress.
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GOVERNANCE SECTION 172 continued

Decision to approve
investment behind our
digital transformation
strategy

@OO@EO®
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The Board was fully supportive of the
digital transformation strategy and
therefore the investment case for a
single digital technology core
enterprise resource planning (ERP)
capability with master data integrity.
In particular, the Board took into
account the long-term sustainability
of Imperial as a whole, seeing the
investment as a key enabler of the
strategy and associated key business

objectives, which will further
strengthen the foundations for a
stronger, more resilient future, by:

+ allowing the business to better serve
its customers, with a consistent
view of the consumer enabled
by data;

+ enabling rapid and nimble product
innovation and introduction to
help provide consumers with
greater choice;

* increasing supply chain
responsiveness and reducing
wastage through an integrated
end-to-end supply chain;

+ allowing greater insight into
customer and supplier data, and
greater consistency of data across
the entire business, enabling it to

make decisions about strategic
partners that, for example, share its
ESG values;

allowing the business to rely on
more predictable and consistent
data, which gives the right
information upon which to make
clear, informed and agile decisions;
delivering better standardisation
and integration, allowing consistent
reporting and use of data, and better
placing the business to oversee
governance and reinforce its
capabilities to deliver high
standards of business conduct.
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S172 CONSIDERATIONS AT A GLANCE

Likely long-term
consequences of the
decision

Transforming our digital capabilities is core to the strategy and Imperial’s long-term
success.

Interests of our
colleagues

Streamlined systems and processes will empower our people to deliver their best work
and make sound data-driven choices. In making its decision, the Board was keen to strike
a balance between speed of implementation and the burden on colleagues to deliver a
multi-year programme.

Fostering business
relationships with
suppliers, customers
and others

Improved access to information allows the business to put the consumer first, giving it the
ability to innovate and introduce new products quickly to satisfy consumer demand. At
the same time, having an enhanced data analytics capability will allow the business to
further develop its strong commercial relationships with our customers and suppliers.

Impact on community
and environment

Greater insight into customer and supplier data, and greater consistency of data across
our business, will enable us to make decisions about strategic partners that share our
values, for example, on ESG and information security.

Maintaining a
reputation for high
standards of business
conduct

Consistent reporting from across our international business means we are better placed to
oversee governance and reinforces our capabilities to deliver high standards of business
conduct.
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Decision to extend the
roll-out of NGP

@OO@EO®
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With NGP being a key enabler to
achieving the Group's purpose and
vision, as well as the commercial
reality that NGP is gaining an
increasing share of the total nicotine
profit pools, the Board has fully
supported Imperial's commitment to
building a targeted NGP business
based on consumer insights

and validation.

To assist the Board in understanding
the NGP strategy, one year on from the
launch of Imperial's overall strategy,
and to allow the Board to make a
decision on the NGP roll-out for the
next few years, the NGP Strategy Team
provided the Board with a brand
experience for both EVP and heated

tobacco. Brand and product display
booths were used to bring the
consumer, product and experience

to life for the Board, together with a
comparison to competitor brands. This
was supplemented with a consumer
immersion event, with Board members
talking to a group of vapers and a
cohort of heated tobacco consumers.

In addition, the Board was presented
with renewed analysis of the NGP
landscape, together with data from the
ongoing NGP pilots in Europe and the
US. The Board was able to consider the
Group's proposed footprint and
category offerings with data points
which indicated that with an improved
product, focused execution, and a clear
and differentiated target consumer,
Imperial should be able to start
building its NGP share position. Linked
to this was consideration of the need
to establish and maintain key supplier
partnerships, as well as an

S172 CONSIDERATIONS AT A GLANCE

understanding of the regulatory
environment in the short, medium and
longer term.

Taking into account a number of
factors, including; consumer
preferences, the attraction and
retention of employees linked to
having a growing non-tobacco
business, investor and ESG analysts’
appetite to see evidence of the
transformation from a predominantly
tobacco business to NGP business,
adopting a challenger mentality by
leading with supplier partnerships for
innovation, and the regulatory
landscape and horizon — the Board
endorsed the roll-out plan for EVP
benefiting from a better product and
scale in Europe, and the accelerated
roll-out of heated tobacco to new
markets, thus helping Imperial’s
sustainability for the long-term.

Likely long-term
consequences of the
decision

Building a targeted NGP business is one of our key strategic pillars. Our decision to support
the considered extension of our NGP products to new markets is based on learning from
the past while continuing to secure our future.

Interests of our
colleagues

Strengthening the portfolio and building a sustainable NGP business is fundamental to our
Purpose and what we are all striving to achieve over the long term. This not only improves
opportunities for growth for existing employees, but also attracts new talent into a
growing non-tobacco business.

Fostering business
relationships with
suppliers, customers
and others

Implementing a successful NGP business, which is responsive to consumer demands,
allows the business to build connections with new partners, while strengthening
relationships with existing ones.

Impact on community
and environment

Our decision to support our NGP strategy underpins our Purpose, which is to forge a path
to a healthier future for moments of relaxation and pleasure. This is our commitment to
make a positive contribution to a healthier future for our consumers and society, including
through potentially reduced risk products.

www.imperialbrandsplc.com
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GOVERNANCE BOARD STATEMENTS

Section 172 of the Companies Act
2006

The Board seeks to consider the interests
of all relevant stakeholders when
making decisions. Our formal
statement is disclosed on page 108.
Throughout this Annual Report we
have included information on how the
Board operates and considers the
interests of stakeholders when
making its decisions.

Read more on pages 108 to 111.

Viability statement

On the basis of a robust assessment of
the principal risks facing the Group,
and the assumption that they are
managed or mitigated in the ways
disclosed on pages 82 to 93, the Board's
review of the business plan and other
matters considered and reviewed
during the year, and the results of the
sensitivity analysis undertaken, the
Board has a reasonable expectation
that the Company will be able to
continue in operation and meet its
liabilities as they fall due over the
period to September 2025.

Read more on pages 92 and 93.

Going concern basis

Having assessed the principal

risks facing the Group, including the
current and forecast future impacts of
the ongoing COVID-19 pandemic,
emerging geopolitical strains, and the
impact on consumers of fuel, food and
inflation challenges, the Board is of
the opinion that the Group as a whole
and Imperial Brands PLC have
adequate resources to meet
operational needs from the date of this
Report through to March 2024 and,
therefore, concludes that it is
appropriate to prepare the financial
statements on a going concern basis.

Read more on page 92.

Principal risks and uncertainties
The processes and related reporting
described in the Principal Risks and
Uncertainties section on pages 82 to
93 enables the Audit Committee to
review and monitor the effectiveness
of our risk management and internal
control systems and confirm

their effectiveness to the

Board, in accordance with the
recommendations of the Code.

Read more on pages 82 to 93.

Fair, balanced and understandable
The Directors confirm that they
consider, taken as a whole, this Annual
Report and Financial Statements are
fair, balanced and understandable and
provide the information necessary

for shareholders to assess

the Company’s position and
performance, business model

and strategy.

Read more on page 127.

Modern slavery statement

As an international business, we
recognise the importance, influence
and duty we have in promoting
respect for human rights across

our business and supply chains. We
prepare an annual modern slavery
statement which is available on

our website. Our e-learning module,
which provides a global overview

of human rights abuse of modern
slavery, and explains how employees
can raise concerns, is now available in
15 languages and rolled out to
employees. This year, the course

was also delivered in person to over
2,500 people who do not have access to
online learning in Laos and
Madagascar including farmers.

Read more on page 50 and 51.
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GOVERNANCE

PEOPLE AND
GOVERNANCE
COMMITTEE

ABOUT THE PEOPLE AND GOVERNANCE COMMITTEE

Membership* and attendance:

1 2 3 4
Name/Meeting w2 032 0522 092

Thérese Esperdy (Chair)! L 4 L 4 L 4 L 4

Sue Clark (SID) _ * & & o STRUCTURE AND CONTENT

Diane de Saint Victor? n/a ‘ ‘ ‘ OF THE PEOPLE \\D»)

Ngozi Edozien? na & & ¢ GOVERNANCE COMMITTEE

Alan Johnson L g L g L g L g REPORT

Bob Kunze-Concewitz 4 4 4 L g About the People and

Simon Langelier * * * * Governance Committee 113

Steven Stanbrook® ¢ n/a n/a n/a People and Governance

Jon Stanton <* <* L 4 L 4 Committee chair’s

overview

1. Unless dealing with the succession of the Chair.
2. Appointed 15 November 2021 Board balance
3. Retired 2 February 2022 following the conclusion of the 2022 Annual General Meeting : :
* Only members are entitled to attend. Executive Directors are invited to attend when appropriate Gender balance in senior
Note: n/a signifies not eligible to attend management

Diversity and Inclusion

Other regular attendees Policy
. - U -

+ Company Secretary, as Secretary to the People and Governance Committee Committee’s main

responsibilities
Activities in 2022 and
looking ahead to 2023
Board evaluation
Workforce engagement

+ Chief Executive Officer

+ Chief Financial Officer

+ Chief People and Culture Officer

+ Other senior executives as appropriate

Role of the People and Governance Committee

Following the decision to extend its remit, the People and Governance
Committee is also responsible for the social and governance components of our
ESG agenda. The Committee assists the Board in fulfilling its governance
responsibilities to maintain an appropriate balance of skills, experience and
diversity on the Board and in senior management, to implement succession
plans for the Board and senior management, and to evaluate Board, Committee
and Director effectiveness. It also covers the Board's corporate governance
framework and its workforce engagement strategy.

Broader scope and terms

of reference

The externally facilitated Board
evaluation conducted in 2021
recommended that, to support the
Company’s cultural transformation,
the remit of the then Succession and
Nominations Committee be broadened
PEOPLE AND GOVERNANCE to include employee engagement
COMMITTEE CHAIR’'S OVERVIEW strategy and monitoring our wider
culture change activities, essential to
meeting our objectives under the
renewed strategy. To reflect the wider
remit, we changed the name of the
Committee to the “People and
Governance Committee” and updated
its terms of reference, which can be
found on our website.

Dear shareholder

[ am pleased to present to
shareholders the report of the People
and Governance Committee for the
year ended 30 September 2022, which
sets out how the Committee has
discharged its duties in accordance
with the Code and details the key
matters it considered during the year.
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GOVERNANCE PEOPLE AND GOVERNANCE COMMITTEE continued

Board diversity

The diversity we achieved at Board
level by 30 September 2022 is
summarised opposite.

We are always mindful of our
diversity obligations, including the
recommendations of the Hampton—
Alexander Review and the ongoing
FTSE Women Leaders Review,

and will continue to incorporate their
recommendations into our search
criteria for new Board members and
senior management.

We remain committed to the
Hampton-Alexander target of at least
33% female Board membership. As at
the date of this report, Imperial’s figure
1s 40%.

We continue to embrace diversity of
gender, cultural background and
experience, and expect this to be
increasingly reflected in our Board
composition over the coming years.
We support the Parker Review’s ethnic
diversity recommendations. We
currently have two Board members
(20%) who identify as being from an
ethnic minority background.

In 18 months, we have transformed our
Executive Leadership Team from 14%
women and 0% People of Colour/
ethnic minority, to 30% women and
20% people of colour/ethnic minority.

This was important in sending an
initial, early signal to our people of the
positive action we will take to create a
truly diverse and inclusive
organisation. We have also created a
dedicated diversity, equity and
inclusion (DEI) team — the first in the
history of the organisation.

As a Group, we are working to address
imbalances in representation
throughout the business and, in
support of this aim, we will be setting
clear KPIs to increase female
representation at senior levels and
taking targeted action as part of our
DEI strategy to maintain oversight of
the delivery of talent and diversity
initiatives, to ensure they remain
consistent with our emerging culture.

See pages 55 and 56 for more information
about our DEI agenda.

BOARD CHANGES DURING
THE YEAR

As you will have read in my letter on
page 95, during the year we welcomed
Ngozi Edozien and Diane de Saint Victor
to the Board and, after six years’ valuable
service, Steven Stanbrook retired.

Induction programme

Since their appointment, Ngozi and
Diane have undertaken a series of
induction meetings with key areas of
the business, both individually and
together, as well as furthering their
understanding of the business when
attending Board meetings — for
example via the educational sessions
held at the Greensboro factory.

Board evaluation

This year's Board evaluation was
internally facilitated. You can read
more about how we responded to last
year's externally facilitated evaluation
and the recommendations drawn from
this year’s evaluation on pages 116

to 118.

Election and re-election

of Directors

All Directors are appointed following
arigorous selection process. This is
led by the People and Governance
Committee which, supported by the
Group People and Culture function,
makes recommendations to the Board.

Read more about the skills and
experience of our Board on pages 96
to 110.

In accordance with the Code and with
the Company’s Articles of Association,
all Directors who are not retiring put
themselves up for re-election annually
at the AGM. The Board recommends
the re-election of all Directors who are
standing at our 2023 AGM.

Each Director may be removed at any
time by the Board or our shareholders.

i o

Thérése Esperdy
Chair of the People and Governance
Committee
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Board gender balance

® Male 60%

@ Female 40%

Board ethnicity

As at
30 September 2022

@ Non-ethnic minority background 80%
@ Ethnic minority background ~ 20%

Tenure of Non-Executive Directors
at 30 September 2022

28.5%

As at 30
September 2022
® 5-7 Years 28.5%
@ 3-5Years 14.3%
0-3 Years 57.2%

Senior management gender balance

® Male 74%
@ Female 26%




MAIN RESPONSIBILITIES

In line with the authority delegated
by the Board, the People and
Governance Committee:

Reviews and evaluates the
composition and effectiveness of
the Board and its Committees to
maintain the appropriate balance
of skills, knowledge, experience
and independence, and makes
recommendations to the Board
with regard to any changes, while
having due regard to the benefits
of diversity on the Board.

Ensures that succession plans for
the Chair, Non-Executive Directors
(NEDs), Executive Directors and
Group senior management are in
place and kept under review.
Nominates suitable candidates for
appointment to the Board and its
Committees, and makes
recommendations to the Board on
any matters relating to the
continuation in office of any
Director at any time.

Approves the appointment of any
Director to executive or other
office, and retains oversight of the
development plans for Executive
Leadership Team members.
Reviews and develops the Board's
corporate governance framework

and monitors its compliance with Biographical details of the current
corporate governance standards members of the Committee are set
and practices, ensuring that it out on pages 96 — 99.

remains appropriate to the size,

. The Committee’s terms of reference,
complexity and strategy of

the Compan which can be found on our website
pany. state it must meet at least three

Mgmta.lns the‘Dlrectors co.nﬂlcts times a year. A quorum for meeting
of interest policy and determines is two NEDs.

the principles on which outside
directorships may be accepted by The Committee is authorised to seek

Executive Directors. external legal advice and other
Reviews the Board’s policy on @ndeper}dent professional advice as
diversity, equality and inclusion it sees fit.
and the effectiveness of its
implementation.
« Owns the workforce engagement
strategy on behalf of the Board,
monitoring its effectiveness, and
reports to the Board.
Strengthens the employee voice
within the Boardroom.
Assesses and monitors the
Group's culture.

The People and Governance
Committee consists entirely of
independent NEDs, as defined in the
UK Corporate Governance Code 2018
(the Code). The Board Chair is the
Chair of the Committee, and was
independent, as defined by the Code,
on appointment.

Meeting Matters discussed and decisions taken
November 2021 + “Connections’ launch update
+ Diversity and inclusion, including executives
March 2022 + Committee terms of reference
+ Workforce engagement
+ Board evaluation actions update
May 2022 + Workforce engagement

+ "Have Your Say” survey
+ Initiatives in place building culture change and engagement

September 2022 + Engagement survey updates

+ Talent and capability deep dive

+ Committee terms of reference

+ Progress updates on people and organisation strategies, including leadership, operating model
and culture change

+ ELT succession

+ Board evaluation feedback

www.imperialbrandsplc.com
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GOVERNANCE PEOPLE AND GOVERNANCE COMMITTEE continued

PEOPLE AND GOVERNANCE
COMMITTEE'S ACTIVITIES
2021/22

The revised terms of reference of the
People and Governance Committee
have helped it focus its agenda over
the year, covering the issues
highlighted in the summary of
meetings on page 115 with
‘Connections” being the umbrella
initiative covering the culture change,
including the establishment of a
performance-based culture. This
included our DEI strategy, updates on
the roll-out of behaviours, talent and
capability-building strategies, and
succession planning. The Committee
also embraced workforce engagement
through its “Meet the Board” sessions
and feedback on the employee
engagement initiatives.

Looking ahead to 2023

The focus of the Committee in 2023
will continue to be on the cultural
transformation of the business, which
will include: updates, discussions and
decisions on our DEI strategy and its
implementation; planned cultural
change activation, talent and
capabilities, a continued focus on
strengthening our succession,
employee engagement and health,
safety and wellbeing.

INDEPENDENCE OF NON-
EXECUTIVE DIRECTORS

We require our Non-Executive
Directors to remain independent from
management so that they are able to
exercise independent oversight and
effectively challenge management. We
therefore continually assess the
independence of each of our NEDs.
The Board is satisfied that the
independence of those Directors who
have external board appointments has
not been compromised and there are
currently no cross-directorships
between Board members. The Board
confirms that, with the exception of
the Chair, who is not subject to the
Code’s independence test but met the
independence criteria on appointment,
all NEDs remained independent
throughout the year as defined

in the Code.

CONFLICTS OF INTEREST

Our Directors have a statutory duty to
avoid situations where they have, or
could have, a direct or indirect interest

that conflicts, or possibly may conflict,
with the interests of the Company, and
must give notice of any such conflict
at the start of any Board meeting.

The Company’s Articles of Association
allow the Board to authorise potential
conflicts of interest that may arise
and to impose such limits or
conditions as it thinks fit. Directors
are not allowed to participate in

such considerations or to vote
regarding their own conflicts.

The Board considers all external
directorships prior to appointment,
reviewing any potential conflict of
interests and time commitment for
both Executive and Non-Executive
Directors. All potential conflicts are
submitted to the Board for
consideration and, if appropriate,
authorisation in accordance with our
Articles of Association and the
Companies Act 2006, and are entered
into our Conflicts Register. As part of
our annual review process, all
situations entered in the Conflicts
Register are reviewed and
reconsidered.

Details of the Directors’ share
interests are shown in the Directors’
Remuneration Report on page 143.

EXTERNAL DIRECTORSHIPS

Non-Executive Directors, including the
Chair, may serve on a number of other
boards provided that they can
demonstrate that any such
appointment will not interfere with
their time commitment to the
Company, nor represent a conflict

of interest. The People and
Governance Committee reviews

the extent of the NEDs' other interests
throughout the year. In line with the
provisions of the Code, they are
required to obtain approval of the
Board prior to accepting any new
office or employment. The Board

is satisfied that each of the Non-
Executive Directors commits
sufficient time to their duties in
relation to the Company. The Chair
and each of the Non-Executive
Directors have confirmed they have
sufficient time to fulfil their
obligations to the Company.

The Board encourages the
Executive Directors and members
of the Executive Leadership Team
(ELT) to serve as Non-Executive
Directors of external companies in
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order to widen their experience and
knowledge for the benefit of the
Company. Accordingly, in accordance
with the Code and subject to the
agreement of the Board, Executive
Directors and members of the ELT
are permitted to accept one external
non-executive board appointment
and to retain any fees received from
such appointment. During the financial
year, Stefan Bomhard was also a
non-executive director of Compass
Group PLC. No other ELT members
had an external appointment.

REAPPOINTMENT OF DIRECTORS

In accordance with the Code, all
Directors offer themselves to
shareholders for re-election annually,
except those who are retiring
immediately after the Annual General
Meeting. Each Director may be
removed at any time by the Board or
the shareholders.

INSURANCE AND INDEMNITIES

Our Directors and Officers can face
significant personal liability under
criminal or civil law or the UK

Listing regime, and can face a range of
penalties, including censure, fines and
imprisonment. Each Director is
covered by appropriate directors’ and
officers’ liability insurance which the
Company purchased and maintained
throughout the year.

Qualifying third-party indemnity
arrangements for the benefit of
Directors, in a form and scope which
comply with the requirements of the
UK Companies Act 2006, were also in
force throughout the year and up to
the date of this Annual Report.

BOARD EVALUATION

Background

The Code requires that an external
evaluation is carried out every three
years, with an internal evaluation in
the intervening years.

Action taken in relation to 2021
evaluation

An externally facilitated independent
evaluation was undertaken during
May and June 2021, conducted by
Lisa Thomas of Independent Board
Evaluation. A summary of the
recommendations arising from that
evaluation together with how they
have been addressed is as follows:



Actions identified

Action taken

Board focus

In addition to its standard agenda, the Board agreed to
prioritise its focus on certain key topics, including ESG, NGP
and people and talent.

(i) As agreed, the Board's ESG Steering Committee has been
reconstituted as an executive committee, chaired by the
CEO. The ESG Committee reports directly on its meetings to
the Board, ensuring the Board retains oversight of this
important topic. As set out on pages 36 to 58, the Board has
been closely involved in the ESG strategy;

(ii) NGP has remained a key focus, with the Board approving
the continued investment behind developing the Group's
NGP agenda, as set out on page 111; and

(iii) in addition to its expansion to include governance, the
People and Governance Committee (formerly the Succession
& Nominations Committee) has evolved to encompass the
Group’s people agenda, with updates on the cultural
transformation, including talent, capability and succession,
as further set out on pages 115.

Management has also assisted the Board to further enhance
its approach to risk management, and has further improved
the provision of information to the Board, both by way of
Board papers and at meetings themselves, thus enabling
appropriately-focused discussions to take place.

Workforce engagement

In support of deepening its knowledge of the business and
encouraging greater collaboration with the new senior
leadership team, the Board should ensure there would be a
plan for greater engagement.

The People and Governance Committee has evolved to
encompass a broader remit, including the Board’s annual
programme of workforce engagement initiatives. A number
of workforce engagement activities took place in the year, as
further highlighted on page 115.

The Board has also continued to build its own relationships
and ways of working, including further cementing its
relationships with management through regular contact,
both inside and outside the boardroom.

Board materials

The Board