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What are the key financial highlights of these full year results? Is the
business performing as you expected?

| think these are an excellent set of results in a transformational year for BAT.
Obviously, the acquisition of Reynolds has had a big impact on the reported
results, but if you strip out the acquisition of Reynolds and you strip out the effects
of currency, we've got turnover growing at 3%. We've got profit growing at 4%.
We've got earnings per share growing at 10%. We've got the effect of currency
added back, that's a 15% growth in earnings per share and a 15% growth in
dividend, which demonstrates, | think, the confidence we have in the future of the
business. Of course, all of these results have been achieved whilst investing very
significant amounts of money in Next Generation Products.

What impact has the volatility in the FX markets had over the last year?

Well, things have quietened down in terms of transactional FX. We had about a
1% headwind in terms of transactional FX in 2017 and we're looking at a similar
sort of level for 2018.

In terms of translational FX, we've had a tailwind in these results. At earnings
level it's about a 5% tailwind and at operating profit level it's about a 6% tailwind.

Where are we today in terms of FX translation for 20187

| think we're going to have a headwind this year if FX rates stay where they are
today. Obviously, FX rates can move and it's very early in the year. But if the
levels stayed exactly where they are today then we would have a headwind at
earnings level of about 7% and a headwind at operating profit level of about 9%.

Margins



You've grown underlying margin again this year, but can you continue to
deliver margin improvement in the current environment and with
significant investment to make in Next Generation Products?

Yes, I'm very pleased with the growth in operating margin this year. We're back
to operating margin growth. Obviously, the Reynolds acquisition has had a
significant effect on that, something like 250 basis points. But if you strip that out
then we've had an underlying increase in operating margin of about 110 basis
points. We've chosen to reinvest about 70 basis points of that in the investment
behind Next Generation Products. But that still gives us an organic operating
margin increase of about 40 basis points, which is just a whisker short of our 50-
100 basis points a year.

Reynolds Acquisition

From your perspective as Finance Director, how is the Reynolds
acquisition performing?

The Reynolds acquisition is going very, very well. The integration benefits are on
track. We've released about £70 million this year in terms of integration benefits
and we're on track to deliver the £400 million that we've talked about when we
made the acquisition. The acquisition's been earnings accretive this year and
we're still on target to have about a 5% earnings accretion by the end of the third
full year. Of course, the cut in the US tax rates has been a big benefit to BAT as
well and has allowed us to increase our investment behind our Next Generation
Products.

Financial outlook

Q

You've increased the dividend by over 15% and have remained above your
65% pay-out ratio.

Yes. We're moving to quarterly dividends and we wanted to make sure that our
investors had the same dividend under the new quarterly dividend system as
they would have had in the calendar year '18 under the old system. So, we will
see the 65% pay-out ratio as something we'll gradually trend back towards over
time. Of course, we see it as a floor, not a ceiling. So, if we do face a significant
translational FX headwind then we'd move the pay-out ratio above 65% to make
sure that our shareholders see a good increase in dividends in sterling terms.

So, what's your financial outlook for the full year ahead?

| remain very confident of us producing another good set of results in 2018. We've
got the benefit of the tax reduction in the US, we've said that will be about 6%
accretive to earnings. About half of that we will let flow through to shareholders
for returns now and half we'll reinvest in the business behind next generation
products for longer-term returns for shareholders.



The business remains highly cash generative. So, our net debt to EBITDA on an
annualised basis is about 4x at the end of this year and we see ourselves taking
about half a turn off that each and every year, until we get back to our long-term
target of 1.5x to 2.5x net debt to EBITDA.

| think this business is in robust good health and | think we're going to have
another very good year in 2018.

Important Information

The information contained in this presentation in relation to British American Tobacco p.l.c.
(“BAT”) and its subsidiaries 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 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.

References in this presentation to ‘British American Tobacco’, ‘BAT’, ‘Group’, ‘we’, ‘us’ and
‘our’ when denoting opinion refer to British American Tobacco p.l.c. and when denoting
tobacco business activity refer to British American Tobacco Group operating companies,
collectively or individually as the case may be.

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

This presentation does not constitute an invitation to underwrite, subscribe for, or otherwise
acquire or dispose of any BAT shares or other securities. This presentation contains
certain forward-looking statements, made within the meaning of Section 21E of the
United States Securities Exchange Act of 1934, regarding our intentions, beliefs or
current expectations concerning, amongst other things, our results of operations,
financial condition, liquidity, prospects, growth, strategies and the economic and
business circumstances occurring from time to time in the countries and markets in
which the Group operates.

These statements are often, but not always, made through the use of words or phrases such
as “believe,” “anticipate, should, plan,” “potential,”
“predict,” “will,” “expect,” e ” “outlook”, “target”
and similar expressions.
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could,” “may,” “would,
estimate,” “project,” “positioned,
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intend,
strategy,

It is believed that the expectations reflected in this presentation are reasonable but they may
be affected by a wide range of variables that could cause actual results to differ
materially from those currently anticipated.



The forward-looking statements reflect knowledge and information available at the date of
preparation of this presentation and BAT undertakes no obligation to update or revise
these forward-looking statements, whether as a result of new information, future events
or otherwise.

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: the impact
of competition from illicit trade; the impact of adverse domestic or international legislation
and regulation; changes in domestic or international tax laws and rates; adverse
litigation and dispute outcomes and the effect of such outcomes on the Group’s financial
condition; changes or differences in domestic or international economic or political
conditions; the inability to obtain price increases and the impact of price increases on
consumer affordability thresholds; adverse decisions by domestic or international
regulatory bodies; the impact of market size reduction and consumer down-trading;
translational and transactional foreign exchange rate exposure; the impact of serious
injury, illness or death in the workplace; the ability to maintain credit ratings and to fund
the business under the current capital structure; the ability to develop and commercialise
new alternative products and to do so profitably; and changes in the market position,
businesses, financial condition, results of operations or prospects of the Group.



