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This presentation in relation to British American Tobacco p.l.c. (“BAT”) and its subsidiaries (collectively, the “BAT Group”) and Reynolds American Inc. (“Reynolds”) and 
its subsidiaries (collectively, the “Reynolds Group”, and together with the BAT Group, the “Group”) has been prepared solely for use at this presentation. The 
presentation is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident or located in any jurisdiction outside of the 
United States and the United Kingdom where such distribution, publication, availability or use would be contrary to law or regulation or which would require any 
registration or licensing within such jurisdiction.

The information contained in this presentation does not purport to be comprehensive and has not been independently verified. 

Certain industry and market data contained in this presentation has come from third party sources. Third party publications, studies and surveys generally state that 
the data contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of accuracy or completeness of such data. 

Forward looking statements
Certain statements in this communication regarding the proposed merger of Reynolds and BAT (the “Proposed Transaction”), the expected timetable for completing the 
Proposed Transaction, the benefits and synergies of the Proposed Transaction, future opportunities for the combined company and any other statements regarding 
BAT’s, Reynolds’ or the combined company’s future expectations, beliefs, plans, objectives, financial conditions, assumptions or future events or performance that are 
not historical facts are “forward-looking” statements made within the meaning of Section 21E of the United States Securities Exchange Act of 1934. These statements 
are often, but not always, made through the use of words or phrases such as “believe,” “anticipate,” “could,” “may,” “would,” “should,” “intend,” “plan,” “potential,” 
“predict,” “will,” “expect,” “estimate,” “project,” “positioned,” “strategy,” “outlook” and similar expressions. All such forward-looking statements involve estimates and 
assumptions that are subject to risks, uncertainties and other factors that could cause actual future financial condition, performance and results to differ materially from 
the plans, goals, expectations and results expressed in the forward-looking statements and other financial and/or statistical data within this presentation. Among the 
key factors that could cause actual results to differ materially from those projected in the forward-looking statements are uncertainties related to the following: whether 
the conditions to the Proposed Transaction will be satisfied and the Proposed Transaction will be completed on the anticipated timeframe, or at all; the failure to realize 
contemplated synergies and other benefits from the Proposed Transaction; the incurrence of significant costs and the availability and cost of financing in connection 
with the Proposed Transaction; the effect of the announcement of the Proposed Transaction, and related uncertainties as to whether the Proposed Transaction will be 
completed, on BAT’s, Reynolds’ or the combined company’s ability to retain customers, retain and hire key personnel and maintain relationships with suppliers and on 
their operating results and businesses generally; the ability to maintain credit ratings; changes in the tobacco industry and stock market trading conditions; changes or 
differences in domestic or international economic or political conditions; changes in tax laws and rates; the impact of adverse legislation and regulation; the ability to 
develop, produce or market new alternative products profitably; the ability to effectively implement strategic initiatives and actions taken to increase sales growth; the 
ability to enhance cash generation and pay dividends; adverse litigation and dispute outcomes; and changes in the market position, businesses, financial condition, 
results of operations or prospects of BAT, Reynolds or the combined company. 

Additional information concerning these and other factors can be found in Reynolds’ filings with the U.S. Securities and Exchange Commission (“SEC”), including 
Reynolds’ most recent Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, which may be obtained free of charge from 
the SEC’s website www.sec.gov, and BAT’s Annual Reports, which may be obtained free of charge from BAT’s website www.bat.com. Readers are cautioned not to 
place undue reliance on these forward-looking statements that speak only as of the date hereof and Reynolds and BAT undertake no obligation to update or revise 
publicly any forward-looking statements or other data or statements contained within this presentation, whether as a result of new information, future events or 
otherwise. 

No statement in this document is intended to be a profit forecast and no statement in this document should be interpreted to mean that earnings per share of BAT or 
Reynolds for the current or future financial years would necessarily match or exceed the historical published earnings per share of BAT or Reynolds, respectively.
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Additional information and where to find it
This communication is neither a solicitation of a proxy nor a substitute for any proxy statement or other filings that may be made with the SEC in connection with the 
Proposed Transaction. Any solicitation will only be made through materials filed with the SEC. Nonetheless, this communication may be deemed to be solicitation 
material in respect of the Proposed Transaction by BAT or Reynolds.

BAT and Reynolds intend to file relevant materials with the SEC, including a registration statement on Form F-4 that will include a proxy statement of Reynolds that also 
constitutes a prospectus of BAT. Investors and security holders are urged to read all relevant documents filed with the SEC (if and when they become available), 
including the proxy statement/prospectus, because they will contain important information about the Proposed Transaction. Investors and security holders will be able 
to obtain the documents (if and when available) free of charge at the SEC’s website, http://www.sec.gov or for free from BAT upon request to BAT at batir@bat.com / 
+44 (0) 20 7845 1000 (for documents filed with the SEC by BAT) or from Reynolds at raiinvestorrelations@reynoldsamerican.com / +1 (336) 741-5165 (for documents 
filed with the SEC by Reynolds). Such documents are not currently available.

Participants in solicitation
This communication is neither a solicitation of a proxy nor a substitute for any proxy statement or other filings that may be made with the SEC in connection with the 
Proposed Transaction. Nonetheless, BAT, and its affiliates and each of their directors and executive officers and certain employees may be deemed to be participants in 
the solicitation of proxies from the holders of Reynolds common stock with respect to the Proposed Transaction. Information about such parties and a description of 
their interests are set forth in BAT’s 2015 Annual Report, which may be obtained free of charge from BAT’s website www.BAT.com and the proxy statement for 
Reynolds’s 2016 Annual Meeting of Stockholders, which was filed with the SEC on March 23, 2016, Reynolds’s annual report for the year ended December 31, 2016, 
which was filed on Form 10-K with the SEC on February 9, 2017 and Reynolds’s Form 10-K/A, which is to be filed with the SEC on or before May 1, 2017 (such filings 
by Reynolds, collectively, “Reynolds SEC filings”). To the extent holdings of Reynolds securities by such parties have changed since the amounts contained in the 
Reynolds SEC filings, such changes have been or will be reflected on Statements of Change in Ownership on Form 4 filed with the SEC. Additional information regarding 
the interest of such parties will also be included in the materials that BAT intends to file with the SEC in connection with the Proposed Transaction. These documents (if 
and when available) may be obtained free of charge from the SEC’s website http://www.sec.gov, or from BAT using the contact information above. 

Non-solicitation
This communication shall not constitute an offer to sell or the solicitation of an offer to sell or the solicitation of an offer to buy any securities, nor shall there be any 
sale of securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such 
jurisdiction. No offer of securities shall be made except by means of a prospectus meeting the requirements of Section 10 of the Securities Act of 1933, as amended.

This communication should not be construed as, investment advice and is not intended to form the basis of any investment decision, nor does it form the basis of any 
contract for acquisition or investment in any member of the Group, financial promotion or any offer, invitation or recommendation in relation to any acquisition of, or 
investment in, any member of the Group.
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An exceptionally good year

A strong organic performance

Growth opportunity in NGPs

Long-term benefits from M&A



Ben Stevens
Finance Director
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+12.6%

A strong organic performance

Cigarettes
665bn

GDBs
324bn

Revenue
£14,751m

Profit
£5,480m

Margin
37.2%

Financials

Summary 
PRELIMINARY RESULTS 2016

Volume

EPS
247.5p

+6.9%

Constant 

Total Tobacco
689bn

Total IBs
425bn

Current

+9.8% +4.1%

-90bps -100bps

+18.8% +10.4%

+0.2%

+0.1%

+7.5%

+3.1%
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Translational FX tailwind
Transactional FX headwinds abating

Translational

-6%

Currency impact on Operating Profit
PRELIMINARY RESULTS 2016

FY 2016 FY 2017 
estimateH1 2016

-6%

-4% +6%

-2%

+9%

-6%

H2 2016

+15%

Transactional
at constant FX
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39.7%

37.6%
37.2%

-210 bps

-40 bps

160 bps

38.1%

2015 FY
Reported Margin

Underlying
improvement

2016 FY
Underlying

Margin

Transactional FX 2016 FY
Organic Margin

Organic
adjustments

2016 FY
Reported Margin

PRELIMINARY RESULTS 2016

Operating margin
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Asia Pacific – Regional Performance
PRELIMINARY RESULTS 2016

Cigarettes
196bn

GDBs
85bn

Revenue
£3,770m

Profit
£1,488m

Financials Volume

Constant

-0.1%

Current 

+13.1%-0.1%

+1.3% +11.0%

-0.9%

+0.9%
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Americas – Regional Performance
PRELIMINARY RESULTS 2016

Cigarettes
113bn

GDBs
41bn

Revenue
£3,014m

Profit
£1,202m

Financials Volume

Constant Current 

+10.8% +5.4%

+2.8% +0.3%

-8.8%

+7.7%
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Western Europe – Regional Performance
PRELIMINARY RESULTS 2016

Cigarettes
120bn

GDBs
75bn

Revenue
£3,471m

Profit
£1,236m

Financials Volume

Constant Current 

+8.4% +20.7%

+7.8% +21.2%

+6.7%

+8.3%
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EEMEA – Regional Performance
PRELIMINARY RESULTS 2016

Cigarettes
236bn

GDBs
123bn

Revenue
£3,753m

Profit
£1,271m

Financials Volume

Constant Current 

+10.1% +10.0%

+5.3% +6.7%

+3.0%

+12.0%
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Drivers of adjusted EPS growth

230.0p

247.5p

-2.5p

-0.2p

+7.6p

+13.2p +0.4p

+3.1p

+17.5p

208.4p

EPS 2015 Profit
Performance

Net Finance
Costs

Associates Taxation Non-controlling
interest

Change in
number of

shares

EPS 2016
constant FX

Exchange EPS 2016
reported
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£3,389m

£254m
£559m

£78m
£537m

£1,245m

£147m
£711m

£455m

£985m£5,480m

Adj operating
profit

Non cash
items

Working
Capital chg

Net Capex Pension fds -
s'fall funding

Net interest Tax Dividends to
NCI

Restructuring
and

settlements

Div from
associates

Free cash
flow

PRELIMINARY RESULTS 2016

Cash flow
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Financing/Shareholder returns

 Net Debt up £2bn to £16.8bn, mainly driven by FX

 Credit ratings confirmed at BBB+/Baa2 stable by S&P and Moody’s post 

announcement of RAI recommended offer

 Seeking medium-term recovery to BBB+/Baa1 

 Targeting Net Debt/EBITDA of around 3.0x by end 2019

 Full year dividend growth of 10%, payout ratio moving from 74% to 68%



Nicandro Durante
Chief Executive
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+40bps +10bps
+20bps +10bps

+40bps

+50bps+80bps

+40bps

+90bps

+90bps

+120bps

+100bps

0

100

200

300

400

500

600

2010 2011 2012 2013 2014 2015 2016

BAT 
Share

Consistent strong share growth powered by GDBs

Source: Independent Nielsen retail audit data

GDB 
Share

PRELIMINARY RESULTS 2016
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Turkey – fastest growing brand
Strong performance in EEMEA, Western Europe and Australia
Demi slims driving growth

Fastest growing cigarette brand in Japan
Strong volume and share growth in Turkey
Kent Spark – new brand imagery showing encouraging results

Volume impacted by industry contraction in Pakistan
Strong share growth in Pakistan, Romania and Canada
Record share in Romania driven by Extra Cut

Good share growth in Indonesia, South Africa, Romania
#1 international kretek brand in Indonesia
Impacted by market declines in Malaysia and Brazil

Strong volume and share performances in: Germany, France, Chile and 
Italy
Black series driving growth
Indonesia – strong results following launch in May

PRELIMINARY RESULTS 2016

Vol: 57 bn, -3.3%
Share flat

Vol: 66 bn, +1.0%
Share up 10bps

Vol: 36 bn,  +13.5%
Share up 10bps

Vol: 92 bn,  +0.1%
Share up 10bps

Vol: 73 bn, +36.9%
Share up 70bps
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Vapour
PRELIMINARY RESULTS 2016

Nielsen Retail Audit*, 6MMA Share

35%
Internal estimates, retail channel*
share, 6MMA

7%
Internal estimates, retail channel*
share, 6MMA

4%
All Market

50%
Internal estimates, retail channel*

2%

*Retail excludes specialist vape stores and online sales. 
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THP: Glo launch in Sendai
PRELIMINARY RESULTS 2016

1.5%
1.7%

2.6% 2.6%

3.3%

3.9%
4.2%

4.7%

5.2%
5.4%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

wk 0 wk 1 wk 2 wk 3 wk 4 wk 5 wk 6 wk 7 wk 8 wk 9 wk 10

Glo consumables share - Sendai (CVS)
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GDB
VOLUME

+7.5%

VOLUME

+0.2%

GDB
SHARE

+100bps

CORPORATE
SHARE

+50bps

2016 – AN EXCEPTIONALLY GOOD YEAR

+7%

REVENUE

constant currency

+10%

PROFIT

constant currency
ex transactional fx

+16%

EPS

constant currency
ex transactional fx

FinancialsVolume Share

Confident of another good year of constant currency earnings growth
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Cigarette volumes by region FY 2016

Region Billions

2016 2015 % change

Asia Pacific 196 198 -0.9%

Americas 113 124 -8.8%

Western Europe 120 112 +6.7%

Eastern Europe, Middle East and Africa 236 229 +3.0%

Group 665 663 +0.2%

PRELIMINARY RESULTS 2016

Volume as reported



Cigarette volumes by region H2 2016

Region Billions

2016 2015 % change

Asia Pacific 91 95 -4.0%

Americas 56 63 -11.0%

Western Europe 63 61 +3.0%

Eastern Europe, Middle East and Africa 123 123 -0.2%

Group 333 341 -2.7%

PRELIMINARY RESULTS 2016

Volume as reported



Cigarette volumes by region Q4 2016

Region Billions

2016 2015 % change

Asia Pacific 47 50 -5.2%

Americas 29 33 -12.6%

Western Europe 31 31 -2.2%

Eastern Europe, Middle East and Africa 61 63 -2.8%

Group 168 177 -5.2%

PRELIMINARY RESULTS 2016

Volume as reported



Revenue by region FY 2016

Region £m

2016 2015 % change

Asia Pacific 4,266 3,773 +13.1%

Americas 2,868 2,720 +5.4%

Western Europe 3,867 3,203 +20.7%

Eastern Europe, Middle East and Africa 3,750 3,408 +10.0%

Group 14,751 13,104 +12.6%

All numbers as reported
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Revenue by region H2 2016

Region £m

2016 2015 % change

Asia Pacific 2,279 1,880 +21.2%

Americas 1,571 1,336 +17.6%

Western Europe 2,138 1,740 +22.9%

Eastern Europe, Middle East and Africa 2,094 1,750 +19.7%

Group 8,082 6,706 +20.5%

All numbers as reported
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Adjusted profit from operations FY 2016

Region £m

2016 2015 % change

Asia Pacific 1,630 1,469 +11.0%

Americas 1,172 1,169 +0.3%

Western Europe 1,389 1,146 +21.2%

Eastern Europe, Middle East and Africa 1,289 1,208 +6.7%

Group 5,480 4,992 +9.8%

All numbers as reported
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Adjusted profit from operations H2 2016

Region £m

2016 2015 % change

Asia Pacific 869 693 +25.4%

Americas 636 547 +16.3%

Western Europe 799 627 +27.4%

Eastern Europe, Middle East and Africa 724 618 +17.2%

Group 3,028 2,485 +21.9%

All numbers as reported

PRELIMINARY RESULTS 2016



Market SOM FY16 
(%)

Movement 
(ppt)

Market SOM FY16 
(%)

Movement 
(ppt)

Argentina 23.7 (0.1) France 17.7 0.3

Australia 39.8 0.1 GCC 28.6 (1.8)

Bangladesh 61.8 2.6 Germany 19.4 0.0

Belgium* 30.7 (0.3) Indonesia 6.9 0.2

Brazil 76.2 (1.8) Italy 18.8 (0.4)

Canada 48.2 (0.9) Japan 13.0 0.3

Chile 95.4 0.8 Kazakhstan 16.8 2.7

Colombia** 48.5 0.6 Malaysia 57.1 (3.8)

Czech 20.6 0.5 Mexico** 36.4 0.2

Denmark 72.8 (0.8) Netherlands 25.8 (0.7)

Based on retail audit  

Top 40 market share movements (1)
PRELIMINARY RESULTS 2016

* YTD November
**YTD June



Market SOM FY16 
(%)

Movement 
(ppt)

Market SOM FY16 
(%)

Movement 
(ppt)

New Zealand 70.2 0.2 Spain 10.7 0.0

Pakistan 70.6 1.8 Switzerland 37.9 (0.5)

Philippines 0.9 0.1 Taiwan 10.0 (0.2)

Poland 28.3 1.2 Turkey 21.7 1.0

Romania 54.4 1.3 UK 9.6 (0.4)

Russia 22.5 1.4 Ukraine 25.8 4.3

South Africa 80.0 (1.3) Vietnam 30.5 (0.1)

South Korea 14.2 (0.8)

Based on retail audit

Top 40 market share movements (2)
PRELIMINARY RESULTS 2016



Foreign currencies

Average Closing

2016 2015 2016 2015

Australian dollar 1.824 2.036 1.707 2.026

Brazilian real 4.740 5.101 4.022 5.831

Canadian dollar 1.795 1.954 1.657 2.047

Euro 1.224 1.378 1.172 1.357

Indian rupee 91.022 98.070 83.864 97.508

Japanese yen 147.466 185.012 144.120 177.303

Russian rouble 91.026 93.591 75.429 107.646

South African rand 19.962 19.522 16.898 22.839

US dollar 1.355 1.528 1.236 1.474

PRELIMINARY RESULTS 2016
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