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"The material in this presentation is provided for the purpose of

giving information about us to investors and is not provided for tobacco
product advertising, promotional or marketing purposes. This

material does not constitute and should not be construed as constituting
an offer to sell, or a solicitation of an offer to buy, any of our

tobacco products. Our products are sold only in compliance with the
laws of the particular jurisdictions in which they are sold".
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; Key messag eS BRITISH AMERICAN
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25%+ increase in profitability by:
Improved mix
Focus on core business (e.g. Lyfra disposal)

Product cost management: factory footprint, portfolio rationalisation,
stripping out non consumer relevant costs, manage the regulation

Streamline the organisation: centralise when it makes sense, delegate the
rest, speed up decision making and simplify processes



= Western Europe Region — overview

ToBAcCcO

Countries: 38
Adult population: approx. 550mn

Tobacco volume (2010): approx.
800bn sticks equivalent

Tobacco industry CPTO: £101bn

Source: Euromonitor, BAT estimates



Increasing profitability and
operating margin
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25%+ INCREASE IN OPERATING MARGIN AND PROFIT PER MILLE



Significantly improved the gquality

—
of the business
NTO PER MILLE, INDEX VS. 2008
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Tobacco business

11% INCREASE IN NTO PER MILLE



=— [hrough quality of volume and pricing
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VOLUME, bn | YEAR ON YEAR PRICE-MIX BENEFIT, £m

% on total
BAT volume

83 167
o1 62 185 164

2008 2008 2010 2008 2008 2010
42% 41% 46%

£160M ADDITIONAL NTO ACHIEVED EVERY
0 0
+5% GDB, NEARLY 50% OF TOTAL VOLUME VEAR THROUGH PRICING - MIX

Source: Internal data



= Compounded by cost savings
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Product cost kept flat

Overheads reductions

Effective marketing investment



Product cost — Product rationalisation from

]
— 2008 to date
Packaging formats Cigarette blends Filter specifications Clgszﬁiiggﬁlsgn
Reduced from Reduced by 50% Reduced from Reduced from
741040 from 100+ 109 to 65 270 to 76
Meanwhile 6 Some new blends New charcoal filter Standardised specs
Innovative formats Introduced from design introduced and materials
introduced House of Prince

across factories

IRRELEVANT COMPLEXITY REMOVED FROM OUR CIGARETTE DESIGNS,

NUMBER OF DESIGNS HAS REDUCED BY 75%, £70M+ SAVINGS GENERATED IN THE LAST 3 YEARS




= Product cost — reduced the overcapacity

ToBAcCcO

141%
+138%

~100%

2008 2010 2011 LE
M Capacity .4 Demand (including flex)

40%+ REDUCTION IN CAPACITY: FACTORY FOOTPRINT NOW FIT FOR PURPOSE




— Product cost — per mille basically flat

ToBAcCcO

Index Index

100 o7 Efficiencies in manufacturing
costs able to offset

* Leaf and materials price
increases
Improved product quality
Innovations
Impact of regulation

2008 2010 2011 LE 2010 2011 LE

u Manufacturing cost / mille EProduct cost / mille

MANUFACTURING COST PER MILLE DOWN BY 21%
HIGHER VALUE PRODUCTS FOR THE SAME COST



= Overheads: fit for purpose organisation
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Aggregate what makes sense, delegate the rest

Regional hub set up in Amsterdam
Finance shared service in Romania
...but the countries remain the battlefield

Faster decision making

Massive improvement on data availability and forecasting tools
Processes simplified

Effective integration of acquired businesses

ST synergies realized in full ahead of schedule

ALIGNMENT, NOT CENTRALISATION




= Overheads: leaner and lighter organisation ... e
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‘ OVERHEADS REDUCTION, INDEX VS. 2008 | OVERHEADS INCIDENCE ON NTO, INDEX VS. 2008
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Savings
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STK
acquisition 87

2008 2009 2010 2008 2002 2010

OVERHEADS REDUCED BY 20% INCIDENCE ON NTO REDUCED BY 17%




Your Voice
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CATEGORY % TOTAL FAVOURABLE RESPONSES

Strategic Leadership
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People Leadership

Managing Growth & Change

Communication & Information

Efficiency & Productivity

Innovation
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Developing Talent
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Performance & Reward

Engagement
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Culture & Values

ALL THIS DRIVEN BY AN ENERGISED AND COMMITTED TEAM...




— BAT 2011 Top Employer in WE

ToBAcCcO

'loD 2011

EMPLOYERS EUROPE

AWARDED BY THE CAF INSTITUTE

..WHICH WE CONSTANTLY NURTURE, DEVELOP AND REWARD




= In summary, this is how we improved margins ,. ... s
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‘ OPERATING MARGIN, INDEX VS. 2008 | PROFIT PER MILLE, INDEX VS. 2008

125
105

130
110
100 118 100 I

2008 2008 2010 2008 20082 2010

*Lyfra disposal contribution

25%+ INCREASE IN OPERATING MARGIN AND PROFIT PER MILLE



