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Important notice

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 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 material in this presentation is provided for the purpose of giving information about the Company to investors only and is not intended for general consumers. The Company, its directors, 
employees, agents or advisers do not accept or assume responsibility to any other person to whom this material is shown or into whose hands it may come and any such responsibility or 
liability is expressly disclaimed. The material in this presentation 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 products.  Our products are sold only in compliance with the laws of the particular 
jurisdictions in which they are sold. 

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 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. The absence of these words does not necessarily mean that a statement is not 
forward-looking. 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, forecasts, projections, budgets, expectations and results, whether expressed or implied, in the forward-looking 
statements and other financial and/or statistical data within this communication. Such forward-looking statements are based on numerous assumptions regarding BAT’s present and future 
business strategies and the environment in which it will operate in the future. Circumstances may change and the contents of this presentation may become outdated as a result. 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 failure to realize 
contemplated synergies and other benefits from mergers and acquisitions, including the recent merger of Reynolds American Inc. (“Reynolds”) and BAT; the effect of mergers, acquisitions and 
divestitures, including the merger of Reynolds and BAT, on BAT’s 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 domestic or international tax laws and rates; the impact of adverse 
domestic or international legislation and regulation; the ability to develop, produce or market new alternative products and to do so profitably; the ability to effectively implement strategic 
initiatives and actions taken to increase sales growth and the market position of BAT’s brands; the ability to attract, convert and retain new or existing consumers; the ability to enhance cash 
generation and pay dividends; adverse litigation and dispute outcomes and the effect of such outcomes on BAT’s financial condition; adverse decisions by regulatory bodies and changes in the 
market position, businesses, financial condition, results of operations or prospects of BAT.



Important notice (continued)

Additional information concerning these and other factors can be found in BAT’s and Reynolds’s filings with the U.S. Securities and Exchange Commission (“SEC”), including 
Reynolds’s most recent Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K and BAT’s registration statement on Form F-4, which 
was declared effective by the SEC on June 14, 2017, and Current Reports on Form 6-K, which may be obtained free of charge at the SEC’s website, http://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 BAT undertakes no obligation to update or revise publicly any forward-looking statements or other data or statements 
contained within this communication, whether as a result of new information, future events or circumstances otherwise. 

No statement in this communication is intended to be a profit forecast or profit estimate and no statement in this communication should be interpreted to mean that earnings 
per share of BAT for the current or future financial years would necessarily match or exceed the historical published earnings per share of BAT.

http://www.sec.gov/
http://www.bat.com/
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Supporting the growth and innovation agenda by 
delivering superior products to the consumer
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Growth and innovation
Deploying Innovations @ Speed

2014 Innovations volumes more than doubled increase vs. 2010 and now represent 1 in every 4 cigarettes sold

The entire Supply Chain is configured to support growth and innovation  
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Tubes are our biggest & boldest innovation move to date 

• Deployed in 68 markets

Capsule capability reflects our consumers desire for 
new tastes & flavours:

• 14 Flavour formats. Deployed in 109 markets

Demi-Slim format is now one of our fastest growing categories

Reloc packing capacity continues to grow

Innovation Volume Trend



Growth and innovation  
Differentiated solution for innovations manufacturing

Modular Technology
Combustible and Non Combustible manufacturing capability 

Provides a UNIQUE platform for BAT 
to develop  innovations @ speed

No pilot process 
development reduces 

lead time

FASTER TO MARKET

Innovated manufacturing process 

Product iterations
in parallel with 

commercial 
machinery develop

MORE CONSUMER 
RELEVANT 

Upgrade/ innovation 
modules on existing 

machine

FASTER DEPLOYMENT

Technology can be 
re-configured so 

re-deployable 

REDUCED 
CAPITAL COSTS

• Investment in process 
engineering development 
capability

• Development of modular 
manufacturing technology

• Deployed on combustible 
and non combustible 
products 

• Develop, fail fast, reuse  
principle 



Growth and Innovation 
Flexibility to deploy unique innovations in multiple formats globally

‘Control’ Manufacturing Technology – Lucky Strike

Capsule Manufacturing Technology

• BAT Patented Technology 

• Flexible  

• Multiple formats from KS to SS

• Globally deployed across the group 

• Latest upgrade deployed globally in months

• Variable Ventilation Product launched in September – Brazil

• Product & Technology developed in parallel in less than a year

• Technology enabling superior consumer experience

Products deployed at speed and scale 



Consumer quality 
Integrating quality end to end delivers superiority

2012 2013 2014

From 65% of our 
tobacco coming from 
our strategic  sources 
in 2011 to 

Delivering product competitiveness & 
blend superiority to the consumers

Crop Quality Index

+10%

80% 
IN 2015

2010 Today2012

*estimated figure

7*%

50%

36%

100+ BILLION
SUPERIOR STICKS IN THE MARKET



Product freshness at point of sale 

Consumer complaints (CCPB)

Consumer quality    
Focus on a superior product in the consumers hands

Q4 2013 Q1 2014 Q1 2015

2013 FY 2014 FY 2015 YTD

Pilot

+15%

-3.8%

Consumer quality and complaints are 
key focus

• Freshness at retail

• Pack visuals 

• Consumer complaints 

All T40 markets covered in 2014 onwards 

+15% increase in T40 freshness at retail 

-3.8% decrease in complaints to 15.4 per billion 



3 Supply Chain Service Centres

42 CIGARETTE FACTORIES PLUS 17 CONTRACT AND 
6 LICENSED OPERATIONS

9 FACTORIES MANUFACTURING OTP PRODUCTS

15 GLTs SERVING OUR 160+ MARKETS

600 + WAREHOUSE AND DISTRIBUTION CENTRES

SCSC 

Cigarettes

OTP

GLT

Strategy 
• Optimised as a single global network within 

trade blocks 
• Leveraging scale and synergies – regionally aligned 

service centres
• Global Capex and capacity optimisation
• Global Centres of Excellence to support the business
• Lean and agile 
• Capability to deploy at speed globally
• Providing a safe and sustainable environment  

Efficient & effective Supply Chain to support growth 



Leaf focus & deliverables

Leaf is critical in supporting the Group strategy

SUSTAINABILITY: 
5 CAPITALS & SAFL

Browning
Special 
Reserve

TOXICANTS 
MANAGEMENT

NUMBER OF LEAF 
SOURCES

44 35

2011 2014

GLOBAL 
GOVERNANCE ON 
LEAF RESEARCH

CONSUMER 
EXPERIENCE

Selected FCV sources

Selected ORI sources

Selected Burley sources

100,000 Farmers

>80% comes from internal 
operations, associates & partners

50% fewer sources since 2005

10%+ increase on the Crop 
Quality Index since introduced

ITT* inflation consistently 
below tobacco market inflation

Strategy 
• High quality tobacco from sustainable sources

• Focus on farmers’ overall livelihood

• Compliance with Regulation

• Centre of Excellence in Brazil

• Capability to deliver differentiated tobacco 

• Farmer and consumer-centric innovation

*Internationally Traded Tobacco



WMS vs. World Inflation

Managing the cost base
Procurement going beyond cost management leveraging global scale 
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• Supporting growth and innovation, bringing new 
materials and formats while maintaining costs 
(stable price)

• Developing new and alternative suppliers to 
bring more competition

• Offsetting inflation year-on-year 

• Connecting innovation from suppliers to BAT’s 
Marketing and Innovations teams

Inflation Index (2010 = 100)



Managing the cost base
2014 productivity savings leveraging across the Group wide Supply Chain 

Continuously accelerating productivity savings to fund innovation and growth
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Increasing product superiority for the consumer 

Launching consumer relevant products & innovations  
@ speed & scale  

Delivering the cycle plans OTIF to drive growth

Creating Value to deliver shareholder value and funding 
innovation by: 

• Continuously driving productivity savings to release funds for growth
• Driving end to end supply chain optimisation 
• Preparing for regulation 

Driving sustainability and providing a safe working environment

In summary…
Operations is helping the business deliver the strategy by:

http://bat.captureweb.co.uk/?service=category&action=show_content_page&language=en&category=5
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