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A refined purpose:
The best choice any
adult smoker can make
will always be quitting
combustible tobacco
products completely.

For the last few years,
our aim has been to build
A Better Tomorrow™,
This has meant working
to reduce the health
impact of our business
by offering adult
consumers a greater
choice of enjoyable

and reduced-risk™
products compared

to cigarettes.

Now is the time to
take a step forward.

BAT’s New Category
products are not smoking
cessation devices and
are not marketed for

that purpose.

Explore the story of our year

Featuring downloadable versions
of this and previous reports, as well
as other content — all accessible on
desktop, tablet and mobile.

Find out more online

bat.com/reporting

A Better Tomorrow'"
means Building a
Smokeless World.

A smokeless world built
on smokeless products
where, ultimately,
cigarettes have become
a thing of the past.

A world where smokers
have migrated from
cigarettes to smokeless
alternatives.

A world where Tobacco
Harm Reduction is both
understood and accepted.

A world where smokers
make a switch to better.

A BETTER
TOMO=RROW™

Member of

Dow Jones
Sustainability Indices
Powered by the S&P Global CSA

* Based on the weight of evidence and assuming a complete switch from cigarette smoking. These products
are not risk free and are addictive.

t Our vapour product Vuse (including Alto, Solo, Ciro and Vibe), and certain products, including Velo, Grizzly,
Kodiak, and Camel Snus, which are sold in the U5, are subject to FDA regulation and no reduced-risk claims
will be made as to these products without agency clearance.
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British American Tobacco p.l.c. (No. 3407696)
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This document constitutes the Annual Report and Accounts of
British American Tobacco p.l.c. (the Company) and the British
American Tobacco Group prepared in accordance with UK
requirements and the Annual Report on Form 20-F prepared in
accordance with the U.S. Securities Exchange Act of 1934 (the
Exchange Act) and the rules promulgated thereunder for the year
ended 31 December 2023, except that certain phrases,
paragraphs or similar sections denoted with a ‘@’ symbol do not
form part of the Annual Report on Form 20-F as filed with the U.S.
Securities and Exchange Commission (the SEC) and certain
phrases, paragraphs or similar sections denoted with a ‘»’ symbol
do not form part of the Annual Report and Accounts. In addition,
the Report of Independent Registered Public Accounting Firm on
pages 206 and ## will only be included in the Annual Report on
Form 20-F. Moreover, the information in this document may be
updated or supplemented only for purposes of the Annual Report
on Form 20-F at the time of filing with the SEC or later amended
if necessary. Any such updates, supplements or amendments will
also be denoted with a ‘»’ symbol. Insofar as this document
constitutes the Annual Report and Accounts, it has been
prepared and is presented in accordance with, and reliance upon,
applicable English company law and the liabilities of the Directors
in connection with this report shall be subject to the limitations
and restrictions provided by such law.

This document is made up of the Strategic Report, the
Governance Report, the Financial Statements and Notes, and
certain other information. Our Strategic Report, pages 4 to 129,
includes our purpose and strategy, global market overview,
business model, global performance, as well as our financial
performance and principal Group risks. The Strategic Report has
been approved by the Board of Directors and signed on its behalf
by Caroline Ferland, Company Secretary. Our Governance Report
on pages 130 to 192 contains detailed corporate governance
information, our Committee reports@ and our Responsibility of
Directors®. The Directors’ Report on pages 130 to 160 (the
Governance pages)@, page 193 (Responsibility of D\'rectors)@ and
pages 330 to 402 (the Additional Disclosure and Shareholder
Information pages) has been approved by the Board of Directors
and signed on its behalf by Caroline Ferland, Company Secretary.
Our Financial Statements and Notes are on pages 194 to 329.
The Other Information section commences on page 330.

This document provides alternative performance measures
(APMs) which are not defined or specified under the
requirements of International Financial Reporting Standards
(IFRS). We believe these APMs provide readers with important
additional information on our business. We have included a Non-
GAAP measures section on pages 335 to 349 which provides a
comprehensive list of the APMs that we use, an explanation of
how they are calculated, why we use them and a reconciliation
to the most directly comparable IFRS measure where relevant.

British American Tobacco p.l.c. has shares listed on the London
Stock Exchange (BATS), the Johannesburg Stock Exchange (BTI),
and, as American Depositary Shares, on the New York Stock
Exchange (BTI).

The Annual Report is published on bat.com. A printed copy

is mailed to shareholders on the UK main register who have
elected to receive it. Otherwise, shareholders are notified that
the Annual Report is available on the website and will, at the
time of that notification, receive a short Performance Summary
(which sets out an overview of the Group’s performance,
headline facts and figures and key dates in the Company’s
financial calendar) and Proxy Form. Specific local mailing
and/or notification requirements will apply to shareholders

on the South Africa branch register.

References in this publication to ‘British American Tobacco’,
‘BAT’, ‘Group’, ‘we’, ‘us’ and ‘our’ when denoting opinion refer

to British American Tobacco p.l.c. and when denoting business
activity refer to British American Tobacco p.l.c. and its
subsidiaries, collectively or individually as the case may be, as
well as in some circumstances those who work for them. When
denoting business activity these collective expressions are used
for ease of reference only and do not imply any other
relationship between British American Tobacco p.l.c. and its
subsidiaries. The companies in which British American Tobacco
p.l.c. directly and indirectly has an interest are separate and
distinct legal entities.

The material in this Annual Report and Form 20-F 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 Annual Report is not provided for 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.
References in this document to information on websites,
including the web address of BAT, have been included as
inactive textual references only. These websites and the
information contained therein or connected thereto are not
intended to be incorporated into or to form part of the

Annual Report and Form 20-F.

Cautionary statement
This document contains forward-looking statements.
For our full cautionary statement, please see page 386.
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Overview

Our Global Business

Our regional profile maximises opportunities for quality growth in our sector.
Each of our markets is accountable for its own performance and driving growth.

Our in-depth marketplace analysis delivers insights on consumer trends and segmentation, which facilitates our
geographic brand prioritisation across our regions and markets.

Consumer preferences and technology are evolving rapidly, and we are staying ahead of the curve with our digital
hubs and innovation centres. We are also leveraging the expertise of our external partners and are looking forward
to exciting results from our venturing initiative, Btomorrow Ventures.

Read more about our Markets
and Megatrends on page 26

Revenue by Region Our Three Complementary Regions
Map is accurate as at 31 December 2023 and is representative of general geographic
regions and does not suggest that the Group operates in each country of every region.

£27,283m :

Total revenue

[us. £11,994m
B AME £9,791m
B APMEA £5,498m

+ For more key detail on our Regional
Performance, see pages 44 to 49
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Our business is divided into three complementary regions, with a balanced
presence in both high-growth emerging markets and highly profitable
developed markets.

o 00
‘ i 0l
I S I —
3 S 135 46,000+
regions major product categories employee nationalities employees

United States of America (U.S))

Key Markets:
u.s.

= Americas and Europe (AME)

il - "~ . : 1 Key Markets:

: - . L S ‘ : Belgium, Brazil, Canada, Chile, Colombia, the Czech
Republic, Denmark, France, Germany, Greece,
Hungary, Italy, Mexico, Netherlands, Poland,
Romania, Spain, Switzerland, Ukraine, the UK.

Asia-Pacific, Middle East and Africa
(APMEA)

Key Markets:
Australia, Bangladesh, Japan, Kazakhstan,
Mealaysia, New Zealand, Pakistan, Saudi Arabia,
South Africa, South Korea, Taiwan, Vietnam.

Read more on pages 44 to 49

Associates and joint ventures

Key Markets:
India
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Our Multi-Category Portfolio

BAT is a consumer-focused business operating internationally. Our multi-category
approach means we are well placed to provide adult consumers with products
designed for every mood and moment. Our portfolio reflects our commitment to
meeting the evolving and varied needs of today’s adult consumers.

Revenue by Product Category

B New Categories £3,347m 12.3%
. Traditional Oral £1,163m 4.2%
. Combustibles £22,108m 81.0%

Other £665m 2.5%

£27,283m

Total revenue

Strategic Portfolio

These are our key brands in both the
combustible and Non-Combustible
categories. This ensures focus and
investment on the brands and
categories that will underpin the
Group'’s future performance.

The strategic portfolio is:

Non-Combustibles

All brands within New Categories
and the strategic Traditional Oral
brands in moist and snus.

Combustibles

Dunhill, Kent, Lucky Strike, Pall Mall,
Rothmans, Newport (U.S.), Natural
American Spirit (U.S.), Camel (U.S.).

Notes:

BAT’s New Category products are not smoking

cessation devices and are not marketed for that

purpose.

* Based on the weight of evidence and assuming

a complete switch from cigarette smoking.

These products are not risk free and are

addictive.

1 Our Vapour product Vuse (including Alto, Solo,
Ciro and Vibe), and certain products, including
Velo, Grizzly, Kodiak, and Camel Snus, which are
sold in the U.S., are subject to FDA regulation
and no reduced-risk claims will be made as to
these products without agency clearance.

Our smokeless portfolio

Vapour

+ Read more
on page 30

Vapour products are battery-powered devices that heat
e-liquids to produce an inhalable aerosol, commonly known
as vapour. Although e-liquids usually contain nicotine, there
is no tobacco in Vapour products.

Heated Products

Heated Products (HPs) comprise two main functional
parts; an electronic handheld device that contains a
lithium-ion battery that powers a heating chamber: and
a specially designed consumable that is inserted into the
device. Everything has been designed so that nicotine
and flavour are released through precision heating.

+ Read more
on page 32
Modern Oral Modern Oral products are pouches which contain high

+ Read more
on page 34

purity nicotine, water, and other high-quality ingredients.
Consumers place the disposable pouch between their gum
and upper lip, typically for around 30 minutes, during which
time nicotine and flavours are released and the nicotine is
absorbed through the tissues lining the mouth.

Traditional Oral

Y Read more
on page 36

Traditional Oral products include snus and snuff. Snus is
a moist form of oral tobacco originating from Sweden.
It is available in loose form or as pouches. The tobacco
is typically mixed with water, salt and aromas.

Combustibles

+ Read more
on page 37

The Group sold 555 billion cigarette sticks and 15 billion
OTP (stick equivalents) in 2023. The Group operates
internationally, with 38 fully integrated cigarette
manufacturing facilities in 36 markets.
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Global Drive Brands Market Footprint

63

markets where our Vapour products
are currently available

O vuse

31

markets where our HPs
are currently available

34

markets where our Modern Oral
products are currently available

3

markets where our Traditional Oral
products are currently available

WARNING: This prdict
Can cause qum mseaee

U.S. Specific

o] miljn (@)
’QNT Rothmans
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Overview

Chair’s Introduction

Transformation in Action

Dear Fellow Shareholders,

Our strategy and purpose were During 2023, the world continued to
discussed extensively during experience a period of extensive and
2023. The result of these prolonged uncertainty.

discussions was the decision to The global economy has entered an era of
provide greater clarity on what we upheaval, as geopolitical tensions continue
mean by A Better Tomorrow™. to destabilise economies and societies.

It means we are committed to Cost-of-living pressures are being
Building a Smokeless World. compounded by inflation, and this

represents a significant challenge for
major economies. This has resulted in
re-adjustments in work habits and in
consumer behaviour.

Luc Jobin
Chair

Ambiguity and uncertainty have long
occupied discussions in boardrooms,
but | cannot recall a time when this was
so pronounced.

As always, my colleagues around the world
have responded to the operating environment
with resilience and resourcefulness. | would
like to thank them, on behalf of the Board,
for their ongoing dedication and diligence.

Leadership for the Future

In May 2023, the Board announced a change
in the leadership of BAT, with Tadeu Marroco
appointed as Chief Executive.

With 30 years of experience across the
entire business, Tadeu was the outstanding
choice to lead BAT into the next chapter

of its history.

With his track record of delivering
transformation, building strong teams and
ensuring financial discipline, Tadeu is well
placed to build on our A Better Tomorrow™
strategy that was first articulated in 2020.

Following his appointment, in June 2023
Tadeu reshaped his Management Board
to support a greater focus on improved
execution and operational excellence.
Having also appointed a new Chief People
Officer and with a new Chief Financial
Officer due to join us from 1 May 2024,
the Board believes the management team
at BAT is well placed to execute on the
strategy of the business to deliver
long-term value for stakeholders.

Refining our Strategy and Purpose
In the context of a rapidly changing world,
it is important that shareholders have a
holistic view of BAT and our place in it.

This is the second year that we have
embedded our sustainability data into
our Annual Report.

Our Combined Annual and Sustainability
Report again represents the fullest depiction
of BAT’s business strategy and performance.

Our strategy and purpose were discussed
extensively during 2023. The result of these
discussions was the decision to provide
greater clarity on what we mean by

A Better Tomorrow™. It means we are
committed to Building a Smokeless World.

Financial Statements Other Information

This is a commitment to migrate our
cigarette consumers actively, sustainably
and responsibly to reduced risk !
smokeless alternatives. In so doing, BAT
will deliver for consumers, investors and
society, while employees will benefit from
a purpose-driven business that they can
feel excited about.

Built around the three pillars of Quality
Growth, Sustainable Future and Dynamic
Business the Board believes this refined
strategy is right for the long-term success
of BAT. Tadeu discusses this in more detail
on page 8 and further information on the
refined strategy can be found on page 14.

The refined strategy is a natural extension
of the foundations that were laid in 2020
and provides clarity on what BAT intends
to focus on in the years to come.

The Board has been engaged in much
discussion during the year about 'what'
the business should deliver in the future.

It is, of course, important for shareholders
to understand 'how' we have delivered this
year and how we think success should be
measured against the refined strategy
going forward. Our Combined Annual and
Sustainability Report seeks to do that,
while honing our non-financial disclosures
towards the reporting requirements of the
EU Corporate Sustainability Reporting
Directive (CSRD).

Our Values and Culture

A strategy is little without the right culture
instilled across the organisation to deliver
it. A truly dynamic business is one where
the people within it understand the
strategic aims and the expected
behaviours to achieve them.

Values are an important facet of continuing
to be an exciting and winning company.

It is why the Board was pleased to see a set
of rearticulated values being developed

in parallel with the refined strategy.

Long-Term View of the Business
Despite an increasingly turbulent external
environment, the fundamentals of the
tobacco and nicotine sector remain
attractive, and the Board believes BAT

is in a strong position to realise its potential.

The growth of adult smokers seeking
smokeless alternatives is a long-term,
sectoral trend. There remain more than one
billion adult smokers in the world and there
are many jurisdictions which, with the right
regulatory approach, could see smoking
rates decline faster through greater
acceptance of smokeless products.

With our multi-category portfolio, BAT is
well placed to capitalise on this consumer
shift to smokeless products while
continuing to manage the combustible
cigarette business in a responsible manner.
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Ambiguity and uncertainty have
long occupied discussions in
boardrooms, but | cannotrecalla

time when this was so pronounced.

As always, my colleagues around
the world have responded to the
operating environment with
resilience and resourcefulness.

A truly dynamic business is
one where the people within it
understand the strategic aims
and the expected behaviours
to achieve them.

Despite an increasingly turbulent
external environment, the
fundamentals of the tobacco and
nicotine sector remain attractive,
and BAT is well placed to realise
its potential.

The growth of adult smokers
seeking smokeless alternatives
is along-term, sectoral trend.

With our geographic footprint
and multi-category portfolio,

BAT is well placed to capitalise on
this consumer shift to smokeless
products, while managing the
combustible cigarette business
in aresponsible manner.

BAT’s Board and leadership

team remain focused on securing
long-term, sustainable value
creation, by nurturing BAT’s
culture, building our brands, and
delivering A Better Tomorrow™.

Strategic Report Governance Report

We believe that growth within the
smokeless category will be driven by
sustained investment in our brands and
targeted innovation to respond to evolving
consumer preferences and tastes.
Combined with active portfolio management,
we believe that continuing to invest in our
brands is fundamental to sustaining BAT's
performance for the future.

Dividends

Reflecting the confidence in our business
and its future prospects, the Board has
declared a dividend of 235.52p per ordinary
share, payable in four equal instalments of
58.88p per ordinary share, to shareholders
registered on the UK main register or the
South Africa branch register and to
American Depository Shares (ADS) holders,
each on the applicable record dates.

The dividends receivable by ADS holders
in US dollars will be calculated based on
the exchange rate on the applicable
payment dates.

Further information on dividends can
be found on page 55 of the Financial
Performance Summary and page 388
in the Shareholder Information section.

Board Changes

| was very pleased to welcome Murray
Kessler and Serpil Timuray to our Board
this year.

Both Murray and Serpil join the Board

as independent Non-Executive Directors
and members of the Nominations and
Remuneration Committees.

Murray possesses extensive leadership
experience in growing consumer product
companies and managing regulated
businesses.

Financial Statements Other Information

Serpil also brings experience in growing
consumer and enterprise product
companies, as well as managing global
strategy, marketing, innovation and digital
transformation.

| am looking forward to their respective
contributions as we accelerate our strategy
to build A Better Tomorrow™.

Summary and Outlook

While sustained volatility and uncertainty
will continue to present challenges,

we believe BAT remains well-positioned
and resilient.

We are diversified by category, price point
and geography. Our smokeless portfolio
has been designed to take advantage of
sectoral shifts. Our people are highly
engaged and have a track record of delivery
during uncertain times.

Additionally, our continued investment

in our brands and deep understanding of
our consumers position us well to capture
opportunities in tobacco, nicotine and
beyond, markets we believe have very
attractive fundamentals.

BAT's Board and leadership team remain
focused on securing long-term, sustainable
value creation, by nurturing BAT’s culture,
building our brands, and delivering A Better
Tomorrow™.

Notes:

* Based on the weight of evidence and assuming
a complete switch from cigarette smoking.
These products are not risk free and are addictive.

1t Our Vapour product Vuse (including Alto, Solo, Ciro and
Vibe), and certain products, including Velo, Grizzly,
Kodiak, and Camel Snus, which are sold in the U.S., are
subject to FDA regulation and no reduced-risk claims
will be made as to these products without
agency clearance.

From left to right, Group Chair, Luc Jobin, Non-Executive Director Kandy Anand and

Chief Executive, Tadeu Marroco
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Chief Executive’s Review
Building a Smokeless World

Dear Stakeholders,

For BAT, A Better Tomorrow™ I was very proud to be appointed Chief

is very clear. We will work to Build Executive in May 2023. Having worked

a Smokeless World. The way at BAT for over three decades, it was an
we will do this is by switching honour to be given the opportunity to lead
as many smokers as we can to the business.

our smokeless products. Despite an increasingly difficult external
environment, | believe we are at a moment
of enormous potential for BAT and the
tobacco and nicotine sector as a whole.

Tadeu Marroco
Chief Executive

In order to realise that potential, we must
address a number of strategic choices.

Fundamentally, BAT today is a business
built to deliver resilient performance, even
during uncertain times.

Our geographical diversity and multi-
category product portfolio are underpinned
by long-term investments in our brands.

Combined with a culture that values
delivery today while pursuing future
opportunities, we are well positioned to
continue delivering stakeholder value over
the years to come.

Full-Year 2023 Performance

During 2023, the underlying strengths of
BAT were reflected in our performance,
despite a challenging environment. While
total Group revenue declined 1.3%, revenue
at constant currency was up 1.6%, despite
the negative impact due to the sale of Russia
and Belarus partway through the year.

| was pleased with the performances of
AME (with revenue up 5.4%) and APMEA,
although APMEA was impacted by a
translational foreign exchange headwind
which masked a good operating
performance as revenue declined 4.0%
(up 5.5% at constant rates ). As a result
of a particularly difficult macro-economic
environment, the U.S. was down 5.1%.

There was another strong performance from
our New Categories which are now
profitable at the category contribution level
(two years ahead of our original plan), driven
by higher revenue (up 15.6%, or 17.8% on a
constant currency basis). We currently have
24 million consumers of Non-Combustible
products and revenue from these products
now accounts for 16.5% of Group revenue.

2023 has brought some unique challenges
to the Group, including:

— Having concluded it was no longer
sustainable in the current environment,
| was pleased that we completed the sale
of our Russian and Belarusian businesses
in September 2023. As a result, we no
longer have a presence in Russia or
Belarus and will receive no financial gain
from ongoing sales in these markets; and

Reflecting the difficult trading
environment in the U.S., uncertainty
regarding the impact of the potential
menthol ban and continued drag on our
legal Vapour business by illicit single-use
products, we have impaired certain U.S.
assets (including goodwill and our
combustible trademarks), recognising

a non-cash charge of £27.3 billion.
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In the face of significant turbulence in our
operating environment, | am assured by the
resilience demonstrated by the business.
However, the prospect of ongoing volatility
means that there is no room for complacency
and this necessitates greater strategic clarity.

A Refined Strategy

As | have said before, the direction of our
strategy that was laid out in 2020 remains
the right one. What is required now is a
clearer articulation of our vision and an
improved focus on sharper execution.

The ongoing success of our New
Categories business, combined with the
underlying strengths of BAT, mean that
we are well placed to realise our potential.

Delivering long-term, multi-stakeholder
value has long been our aim. What is now
required is a clearer picture of how that can
create A Better Tomorrow™.

As such, we have refined our strategy

to map out how we plan to deliver for
stakeholders going forward. Underpinning
this is a revised set of values for our
employees. Further details on our strategy
and values can be found on pages 14-17.

For BAT, A Better Tomorrow™ is very clear.
We will work toward Building a Smokeless
World. The way we will do this is by switching
as many smokers as we can to our
smokeless products.

As a business, we are committed to becoming
a predominantly smokeless business,
targeting 50% of our revenue from
Non-Combustibles by 2035. With a refined
strategy, having refreshed my Management
Board and having a new set of Group-wide
values, | believe the business now clearly
understands the areas we need to focus on.

These areas fall under three pillars: Quality
Growth, Sustainable Future and Dynamic
Business.

Quality Growth

Quality Growth marks our transition from
the first stage of our transformation
journey. Where our New Categories focus
was weighted toward revenue growth,

it will now pivot to a more balanced focus
on top-line and bottom-line delivery.

Key to delivering this is a focus on brands
and innovation, efficiency and margin
delivery across our business. We will do this
while maintaining our competitive position,
and progressing our pilot launches for the
long-term into categories Beyond Nicotine.

A core part of this pillar will be stabilising
the performance of our U.S. business.
Despite recent challenges, the U.S. remains
the most profitable tobacco and nicotine
market in the world and a core part of our
future plans to Build a Smokeless World.

While the FDA and state level regulatory
proposals have driven some uncertainty in
the U.S. operating environment, our long
track record of managing regulatory
change gives us confidence that we wiill
be able to navigate these issues.
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Despite an increasingly difficult
external environment, | believe

we are at a moment of enormous
potential for BAT and the tobacco

and nicotine sector as a whole.

We have rearticulated our
purpose to clarify our intention
to move our business beyond
cigarettes.

As part of our refined strategy,
the areas we will focus on fall
under three pillars: Quality
Growth, Sustainable Future
and Dynamic Business.

Key to delivering on our
refined strategy are the people
who underpin this business,
our employees, and the culture
that they operate in.

Science will continue to be a
primary driver of our efforts.

We will work to enable more
consumers around the world
to have access to smokeless
products.

Further embedding sustainability

and integrity into all of our
activities will continue to be
a priority.

Strategic Report Governance Report

Sustainable Future

The Sustainable Future pillar re-
emphasises our overarching goal of
creating A Better Tomorrow™.

Science will continue to be a primary driver
of our efforts. We will support the science
behind smokeless products through more
active external engagement, including
with regulators. We will work to provide
more consumers around the world with
access to smokeless productsin a
responsible manner.

Of course, further embedding sustainability
and integrity into all of our activities will
continue to be a priority and you can read
more about our efforts there on page 60.

Dynamic Business

The Dynamic Business pillar highlights our
commitment to strengthening our already
winning organisation and ensuring we are

efficient and effective in all of our operations.

By focusing here and being data-driven,
we believe we can create the financial
flexibility to invest in our people, our
products and provide returns to our
investors.

Key to delivering on our refined strategy
are the thousands of people around the
world who work at BAT and the culture

that they operate in.

Notes:

1 Please refer to the Non-GAAP section from page 335
for the Non-GAAP measures definitions.

* Based on the weight of evidence and assuming a
complete switch from cigarette smoking. These
products are not risk free and are addictive.

1t Our Vapour product Vuse (including Alto, Solo, Ciro
and Vibe), and certain products, including Velo, Grizzly,
Kodiak, and Camel Snus, which are sold in the U.S,, are
subject to FDA regulation and no reduced-risk claims will
be made as to these products without agency clearance.

3AT

AT
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Our new Chief People Officer, Dr Cora
Koppe-Stahrenberg, and | will be working
closely together, to foster the kind of
human-centric, skills-enabled and
performance-driven organisation that is
essential to driving forward our strategic
agenda.

Increasing our financial flexibility is another
core part of the Dynamic Business pillar.
Continuing our disciplined approach to
capital allocation and debt management
will be crucial. Having moved into the
middle of our leverage range, ~at

2.57 times adjusted net debt to adjusted
EBITDA@, we have increasing flexibility to
deliver long-term value while taking into
account macro-economic and regulatory
developments.

Facing the Future with Confidence
Looking to the future, it is clear to me that the
fundamentals of our strategy remain correct.

We have rearticulated our purpose to
clarify our intention to move our business
beyond cigarettes, and we will continue to
address the difficult decisions that this
purpose entails.

We are sharpening our executional focus
to enable high quality, repeatable growth,
supported by science, stakeholder
engagement and with sustainability

and integrity at the core.

We are an organisation ready to deliver,
with operational excellence and an ability
to flexibly manage our capital allocation
decisions for the benefit of all stakeholders.

It is an exciting time to be part of BAT and
[ look forward to working with colleagues
around the globe to Build a Smokeless
World and drive A Better Tomorrow™.

It is an exciting time to be part of
BAT and | look forward to working
with colleagues around the globe
to Build a Smokeless World and
drive A Better Tomorrow™.

From left to right, Johan VVandermeulen, COO, Tadeu Marroco, Chief Executive,
and Usman Zahur, Area Director Central Europe
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Overview

Our Yearin Numbers

o o
: 3
o _Z
Our Performance Metrics g2
Consumer
Number of Non-Combustible
Product Consumers' 23.9m 20.7m 17m
Market Share
Cigarette and HP volume share growth (bps) -10 bps -10 bps +10bps e
Cigarette and HP value share growth (bps) -50 bps flat +20 bps
Volume
Vapour (mn 10ml units/pods) 654 +7% 612 +14% 535
HP (bn sticks) 24 1% 24 +26% 19
Modern Oral (mn pouches) 5,360 +34% 4,010 +22% 3,296
Traditional Oral (bn stick equivalents) 7 -10% 7 -8% 8
Cigarettes (bn sticks) 555 -8% 605 -5% 637
Other Tobacco Products (bn stick equivalents) 15 -1M% 16 -10% 18
Financial
Revenue (Em) 27,283 “1.3% 27,655 +77% 25,684 e
Revenue at cc (%) +1.6% +2.3% o
Revenue from New Categories (Em) 3,347 +15.6% 2,894  +40.9% 2,054 o
Revenue from New Categories at cc (%)2 +17.8% +37.0% e o
(Loss)/Profit from Operations (Em) -15,751 -250% 10,523 +2.8% 10,234 e
Adjusted Profit from Operations at cc (%)2'3 +3.1% +4.3% o0
Operating Margin (%) -57.7% 38.1% 39.8% e
Adijusted Operating Margin (%) 45.7% 44.9% 434% .
Diluted (Loss)/Earnings per Share (p)4 -646.6 -322% 2919 -1.3% 2956 e
Adjusted Diluted Earnings per Share (p)*>* 375.6  +11% 3714 +129% 3290 e e
Adjusted Diluted Earnings per Share at cc (%)*° +4.0% +5.8% o0
Dividends per Share (p) 2355 +2.0% 230.9 +6.0% 217.8
Dividend Payout Ratio (%) 63% 62% 66%
Net Cash Generated from Operating Activities (Em) 10,714 +3.1% 10,394 +7.0% 9,717 e
®Free Cash Flow after Dividends (Em) 3,305 +5.5% 3134 +23.2% 2,543 °
Cash Conversion (%) -68% 99% 95% e
@Operating Cash Conversion (%) 100% 100% 104% o0
Borrowings, including Lease Liabilities (Em) 39,730 -79% 43139 +8.8% 39,658 e
@Adjusted Net Debt to Adjusted EBITDA (ratio)’ 2.6x 2.9x 30x e e
@Adjusted Return on Capital Employed (%)° 1% 10% 9%
Total Shareholder Return (rank) 13 of 24 4 of 24 17 of 23 °

Find our key ESG goals, targets and metrics
in our ESG Roadmap on page 11

Please refer to the Non-GAAP section from page 335 for the Non-GAAP measures definitions. See the section ‘Non-Financial Measures’
on page 333 for more information on these non-financial KPls.

Notes:

© Denotes phrase, paragraph or similar that does not form part of BAT's Annual Report on Form 20-F as filed with the SEC.

1. Excludes Russia and Belarus.

2. Where measures are presented ‘at constant rates’ or ‘at cc’, the measures are calculated based on a re-translation, at the prior year’s exchange rates, of the current year results of the
Group and, where applicable, its segments. See page 59 for the major foreign exchange rates used for Group reporting.

3. Where measures are presented as ‘adjusted’, they are presented before the impact of adjusting items. Adjusting items represent certain items of income and expense which the Group
considers distinctive based on their size, nature or incidence.

4. In 2023, the Group reported a loss for the year. Following the requirements of IAS 33, the impact of share options would be antidilutive and is therefore excluded, for 2023, from the
calculation of diluted earnings per share, calculated in accordance with IFRS, for that year. For remuneration purposes, and reflective of the Group's positive earnings on an adjusted
basis, management have included the dilutive effect of share options in calculating adjusted diluted earnings per share.
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Our ESG Roadmap

Our ESG Roadmap contains some of our key sustainability ambitions and targets, metrics and performance tracking.

Key

v/ Achieved — Met target/ambition
on or ahead of time

Strategic Report

On track — Likely to meet
target/ambition on time

Governance Report

Ongoing focus — Continued progress
towards target/ambition required

Financial Statements

Other Information

Not on track — Significant progress

required to meet target/ambition on time

Performance tracking

Ambitions and targets Metrics 2023 2022 2021 Status
£5bn by 2025 New Category revenues (£bn) 3.3 29 2.1
in revenue from New Categories
Harm reduction 50m by 2030 No. of consurners (millions),®*® 23.9 20.7 171
consumers of our Non-Combustible products | excluding Russia and Belarus
@ Net Zero GHG emissions by 2050 Scope 1and 2 (markst—based) CO,e emissions 362 420 495
(thousand tonnes)@ @
Climate change 50% reduction in Scope 1and 2 GHG Scope 1and 2 CO,e emissigns intensity 13.3 15.2 19.3
emissions by 2030 (vs 2020 baseline)' (tonnes per £m revenue)®*®
% Scope 1and 2 CO,e emissions reduction vs 331 223 8.4
2020 baseline
50% reduction in Scope 3 GHG Scope 3 CO,e emissions (thousand tonnes) -2 6,045| 6,496
emissions by 2030 (vs 2020 baselinef including biogenic emissions and removals®
Circular 25% reduction in waste generated | % reduction in waste generated 28.2 215 141 v
economy in own operations by 2025 (vs 2017 baseline)
100% packaging % packaging reusable, recyclable or compostable 94 92 92
EO téeogzusable, recyclable or compostable % markets selling Vuse and glo with Take-Back 100 100 100 \/
Y schemes
Biodiversity and Deforestation and Conversion Free | % sources of wood used by our contracted 99.99| 99.99| 99.89
ecosystems tobacco supply chain by 2025 farmgrs for curing fu@els that are from
sustainable sources
Deforestation Free pulp and paper % of pulp and paper materials sourced with low 69.3 N/A N/A
supply chain by 2025 risk of deforestation
Forest Positive in our tobacco supply Hectares of forests planted for conservation 68.8 27.6 N/A
chain by 2025 (vs 2021 baseline) and Forest Positive
Water 35% less water use by 2025 % reduction in water withdrawn vs 2017 baseline 39.2 32.6 27.6 v
100% operations sites Alliance for % operations sites Alliance for Water 68.8 36.4 15.0
Water Stewardship certified by 2025 Stewardship (AWS) certified
@ Increase to 45% by 2025 % female representation in Management 42 41 39 [ |
proportion of women in Management roles roles®
Employees, Increase to 40% by 2025 proportion % female representation on Senior Leadership 33 30 27 |
diversity and of women on Senior Leadership teams teams®
culture Zero accidents Lost Time Incident Rate (LTIR®*® 017 019| 020 m
iming f ident o
:;rzll"nge;rr zero accidents Group-wide Number of serious injuries and fatalities 25 36 31 |
to employees and contractors®
Human l'ights3 Zero child labour % farms with incidents of child labour identified®*® 0.15 0.38 0.70 [ |
aiming for zero incidents in our o - r ; o
tobacco supply chain by 2025 % incidents of child labour |dent|f|e_d and reported 100 100 100 \/
as resolved by the end of the growing season
Farmer Prosperous livelihoods we are % farmers in our Thrive Supply Chainal reported 93.3 92.8 95.6
livelihoods and  committed to working to enable prosperous to grow other crops for food or as additional
. 3 livelihoods for all farmers in our tobacco sources of income
communities supply chain
Full compliance Incidents of non-compliance with market‘ing 3 2 N/A [ |
aiming for full compliance with marketing regulations resulting in a fine or penalty®*®*
regulations
100% SoBC compliance Number of established SoBC breaches®®*® 123 84 N m
iming for full adh t t
i:crglgsginz;gucoa:duecrte?scng)our Standards Number of disciplinary actions taken as a result 79 58 46 |
of established SoBC breaches that resulted in
people leaving BaT®*®
100% of product material and high-risk % product material and higher-risk indirect 58.8 36.6 22.0
indirect suppliers having at least one service suppliers having an independent labour
independent audit within a three-year cycle | audit within a three-year cycle®

Notes:

@42023 (2022 for Scope 3) metrics with independent limited assurance by KPMG in accordance with ISAE (UK) 3000; see page 119 for a full list of assured metrics.@ Environmental and
health and safety data is reported for the period 1 December 2022 to 30 November 2023. See page 115 for CO,e emissions reporting methodology. 1. Compared to a 2020 baseline. Our
near-term 2030 science-based targets comprise 50% reduction in Scope 1and 2 and 50% reduction in Scope 3 GHG emissions. Scope 3 emissions target includes purchased goods
and services, upstream transportation and distribution, use of sold products and end-of-life treatment of sold products, which collectively comprised >90% of Scope 3 emissions in
2020. 2. Due to the complexity of consolidating and assuring Scope 3 data from our suppliers and value chain, this is reported one year later. In 2022 we further enhanced our Scope 3
calculation methodology leading to the reporting periods 2020 and 2021 being restated accordingly. 3. Our ambitions cover all tobacco we purchase for our products (‘tobacco supply
chain’), which is used in our combustibles, Traditional Oral and Tobacco Heated Products. Our metrics, however, derive data from our annual Thrive assessment, which includes our
directly contracted farmers and those of our third-party suppliers, which represented over 94% of the tobacco we purchased by volume in 2023 (‘'Thrive Supply Chain'). 4. In line with a
reclassification of 'ongoing incidents' (which, from 2023 reporting will be included as an ‘incident' when the final decision is issued), the 2022 number has been restated (three previously
reported for 2022). 5. Consistent with previous years' reporting, cases are not included if investigations were not resolved at year-end.

"
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Interim Finance Director’s Overview

Despite the U.S. impairment
negatively impacting our
reported results, the Group's
operational financial
performance demonstrates the
resilience of the business. We
are highly cash generative and
remain committed to our capital
allocation framework.

Javed Igbal
Interim Finance Director

2023 has been a challenging year
as we navigated a number of issues
in our performance.

Our New Categories business is already
profitable (at the category contribution
level), two years earlier than our original
plan, while our global footprint allows us
to deliver on our financial priorities despite
a challenging U.S. environment.

®lam particularly pleased that our
disciplined approach to capital allocation
and debt management has brought us
closer to the middle of our leverage range
(at 2.6x adjusted net debt to adjusted
EBITDA). ~We remain highly cash
generative, allowing us to balance
investment in the future while rewarding
shareholders with a further increase

in dividends (up 2.0% to 235.5p, being

25 years of annual dividend increases).

The sale of our businesses in Russia and
Belarus was completed in September 2023,
and due to the timing of the transaction
partway through the year, this was a
headwind on our comparative performance
as 2023 does not include a full year's
performance from those markets.
Combined with a lower underlying
performance in Russia as we reduced
investment and focus, the comparative
impact on revenue was £456 million.

During 2023, we have observed an
acceleration of the decline rates in
cigarette volume in the U.S,, after a period
of instability in market trends driven by the
COVID-19 pandemic. In response to these
increased decline rates, we have revised
our forecast performance for the U.S.
market, reflecting the ongoing difficult
macro-economic environment, uncertainty
regarding the impact of the potential
menthol ban and continued drag on our
legal Vapour business by the illicit
single-use products. Accordingly, we have
recognised a non-cash impairment charge
of £27.3 billion, of which £4.3 billion is in
respect of goodwill.

The balance of £23.0 billion mainly relates
to the acquired U.S. combustibles brands
of Newport, Camel, Natural American Spirit
and Pall Mall which are now considered to
have a useful economic life not exceeding
30 years, rather than into perpetuity,
aligned with our strategy to Build a
Smokeless World.

We will, therefore, be commencing
amortisation of the U.S. cigarette brands
(previously recognised for accounting
purposes as indefinite-lived) from 1 January
2024. This non-cash charge of £1.4 billion per
annum will be treated as an adjusting item.

@New Categories Driving

Group Revenue Growth@

Total Group revenue declined 1.3% to
£27,283 million in 2023 (having grown
7.7% in 2022 to £27,655 million).

However, excluding foreign exchange
movements (which were a headwind of
2.9% in 2023 and a tailwind of 5.4% in 2022)
on a constant currency basis, revenue was
up 1.6% in 2023 and 2.3% in 2022.

This was driven by:

— New Categories revenue, up 17.8%
in 2023 and 37.0% in 2022; and

— continued combustibles pricing,
with Group price/mix of 7.5% in 2023
(4.6% in 2022);

and partly offset by:

— the impact of the sale of the Russian
and Belarusian businesses; and

— lower combustibles volume (down 8.3%
in 2023) largely due to the difficult trading
in the U.S. where volume was 11.3% lower.

Profit from operations declined 250%
to be a loss of £15,751 million, compared
to a profit of £10,523 million in 2022,

an increase of 2.8%.

The decline in 2023 was due to the
impairment charges referred to earlier in
respect of the U.S. (goodwill and brands).
2022 was negatively impacted by a number
of other adjusting charges which did not
repeat or were substantially lower in 2023.
These include the previously disclosed
charges in respect of:

— The sale of the Russian (and Belarusian)
business (2023: £353 million, 2022:
£612 million);

— Restructuring and integration
programmes, including Quantum, being
a release in 2023 of £2 million from the
previously recognised provision, which
was a charge of £771 million in 2022;

— The agreement with the United States
Department of Justice (DOJ) and the
United States Department of the
Treasury’s Office of Foreign Assets
Control (OFAC) to resolve historical
breaches of sanctions (2023: £75 million,
2022: £450 million); and

— Acharge in 2022 of £79 million related
to the conclusion of the investigation into
alleged violations of the Nigerian
Competition and Consumer Protection
Act and National Tobacco Control Act.

These charges were partly offset by a net
credit of £167 million (2022: £460 million) in
Brazil as the Group revised the calculation
of VAT and excise on social contributions in
prior periods following updated guidance
and the conclusion of litigation.

Our operating margin was consequently
95.8 ppts lower at -57.7% in 2023 (2022:
down 170 bps to 38.1%).
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We aim to continue to reward
shareholders and our financial
performance allows us to further
increase our dividend by 2.0% -
marking 25 years of annual
dividend increases.

Strong, sustainable, cash flow
generation underpins confidence
in the future.

@We remain committed to our
medium-term targets of 3-5%
revenue growth (excluding
currency), mid-single figure
adjusted profit from operations
growth (excluding currency)
and growth in dividends.@

Profit from operations was down
-250% (2022: up 2.8%), impacted
by the impairment charges
largely in respect of the U.S.
goodwill and brands.

Strong cash generation has
enabled us to return £5.1 billion
of cash to shareholders in 2023,
while still deleveraging @to 2.6x
adjusted net debt to adjusted
EBITDA@.

Strategic Report Governance Report

Excluding these significant adjusting items,
and a translational foreign exchange
headwind of 2.6%, on an adjusted constant
currency basis (which we believe reflects
the operational performance of the Group)
profit from operations grew by 3.1% (2022:
up 4.3%), due to the continued reduction

in losses ©of £398 million® from New
Categories, which are now profitable at

a category contribution level- two years
ahead of our original plan.

Adjusted operating margin (at current
rates) increased 80 bps to 45.7% (2022: up
150 bps to 44.9%) driven by the reduction

in New Categories losses in both years,
combined with the impact of the disposal of
the Group's businesses in Russia and Belarus,
as the margins of those businesses were
lower than the Group average.

EPS Impacted by U.S. Impairment,
Offsetting Resilient Operating
Performance

On a reported basis, basic EPS was down
320% at -646.6p (2022: down 1.2% at
293.3p) with diluted EPS 322% lower at
-646.6p (2022: down 1.3% to 291.9p), as
2023 was impacted by the impairment
charges recognised in respect of the U.S.

Excluding both the adjusting items
(discussed on pages 52 and 53) and the
effect of foreign exchange on the Group’s
results, adjusted diluted earnings per share,
at constant rates, increased by 4.0% to
386.4p, building on the 5.8% growth in
2022. The performance in 2023 was also
impacted by the timing of the sale of the
Group's businesses in Russia and Belarus
during the year, a negative headwind on
the performance of 1.2%.

Active Capital Allocation Framework
Ensures Deleverage, Investment and
Investor Returns

We remain committed to our active capital
allocation framework, which we expect will
deliver long-term value to our shareholders,
driven by our cash flow generation and
deleverage plans.

These include:
— Continuing to grow the dividend;
— Maintaining our target leverage corridor

©of 2-3x adjusted net debt to adjusted
EBITDA;

— Potential bolt-on M&A opportunities; and

— Share buy-backs to enhance shareholder
returns.

The Group remains highly cash generative,
realising £10.7 billion (2022: £10.4 billion)

of net cash generated from operating
activities. ®This translates to £3.3 billion
(2022: £3.1 billion) of free cash flow after
dividends.®

Financial Statements Other Information

This allowed for a net repayment

of borrowings in the year, with total
borrowings (including lease liabilities)
down from £43,139 million in 2022

to £39,730 million in 2023.

Consequently, our leverage ratio has
improved towards the middle of our
range@, with an adjusted net debt to
adjusted EBITDA ratio decreasing from
2.9 times to 2.6 times™~.

Our liquidity profile remains strong, with
average debt maturity close to 10.5 years
and maximum debt maturities in any one
calendar year of around £4 billion™~. Our
medium-term rating target remains
Baa’I/BBB+@, with a current rating of Baa2
(positive outlook), BBB+ (negative outlook),
BBB (positive outlook) from Moody's, S&P
and Fitch, respectively.

In August 2023, the Group completed

a tender offer to repurchase sterling-
equivalent £3,133 million of bonds, including
£43 million of accrued interest, reducing
future refinancing risk. The Group has debt
maturities of around £3.2 billion annually in
the next two years. Due to higher interest
rates, net finance costs are expected to
increase as debts are refinanced.

25 Years of Consistent

Dividend Growth

We are extremely proud of our long history
of dividend growth.

2023 marks the 25th consecutive year of
sterling dividend increases, with a further
increase of 2.0% to 235.52p (with a
dividend payout ratio of 62.7%).

Facing the Future with
Increasing Confidence
Our business is well placed for the future.

With a diversified geographic and product
portfolio, and a track record of delivering
robust and consistent cash generation,

we believe the Group is well positioned to
continue to invest for future growth while
navigating the near-term macro-economic
uncertainties and challenges.

Notes:

* Acredit rating is not a recommendation to buy, sell
or hold securities. A credit rating may be subject to
withdrawal or revision at any time. Each rating should
be evaluated separately of any other rating.

Denotes phrase, paragraph or similar that does not form
part of BAT's Annual Report on Form 20-F as filed with
the SEC.
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Our Strategy

Our Refined Strategy

To accelerate the next phase of our transformation,
we are committing to Building a Smokeless World.
This means we will deploy our global multi-category
portfolio to actively encourage smokers to switch

to smokeless products — in nicotine and beyond.

ABETTER
TOMORRROW ™
Building a Smokeless World

Other Information

The tobacco and nicotine industry has
undergone a seismic shift in recent years.
Increasing numbers of adult smokers are
migrating to smokeless products like
Vapour products, Heated Products and
Modern Oral nicotine pouches.

With an increasing amount of scientific
research behind these products, they
represent an opportunity for Tobacco
Harm Reduction on a global scale.

We have played a significant part in the
ongoing industry transformation towards
Tobacco Harm Reduction. Our multi-
category strategy continues to be the right
one to meet the evolving preferences of
adult consumers around the world and
deliver business growth.

We have built a portfolio of three powerful
smokeless product brands: Vuse, glo and
Velo, which have delivered more than

£3 billion of annual revenue in just a decade.

After significant early-stage investments,
we are encouraged that our New
Categories are profitable (at a category
contribution level) two years ahead of our
original target. Our focus on driving
revenue growth and margin expansion
will continue.

To accelerate the next phase of our
transformation, we are committing to
Building a Smokeless World. This means
we will deploy our global multi-category
portfolio to actively encourage smokers to
switch to smokeless products — in nicotine
and beyond. In essence, to encourage
smokers to ‘Switch to Better'. In turn, this
will realise the multi-stakeholder benefits
of A Better Tomorrow™.

At a business level, our aim is to become
a predominantly smokeless business, with
50% of our revenue froon Non-Combustibles
by 2035.

To deliver this, we have refined our
Group strategy to ensure clear lines
of sight across the entire organisation.

For BAT, A Better Tomorrow™

is very clear. We will work to Build
a Smokeless World. The way

we will do this is by switching

as many smokers as we can

to our smokeless products.

Built around the three pillars of Quality
Growth, Sustainable Future and Dynamic
Business, our Strategic Navigator outlines
the nine priority building blocks that
support the achievement of our ambition
to Build a Smokeless World.

Through these priorities, we will deliver
the strategic outcomes against which
our performance will be measured.

Quality Growth

Transitioning to a more balanced focus
on top-line and bottom-line delivery,
focusing on our brands and innovation,
and continuing to seek long-term
opportunities Beyond Nicotine.

Tadeu Marroco
Chief Executive

Sustainable Future

Seeking to actively migrate consumers
away from cigarettes and to smokeless
alternatives sustainably, responsibly and
with integrity.

Dynamic Business
Building a future-fit, data-driven organisation
and ensuring we are efficient and effective
in all of our operations. This will create
the greatest financial flexibility possible
to invest in our people, our products

and provide returns to our investors.
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Our Strategic Navigator

Purpose/Vision/Mission

HEN
Pillars & Building Blocks

]

We are BAT: Our Values

Delivering for A Better
Tomorrow™

Consumers

Shareholders &
Investors

Building a
Smokeless
World

Switch
to Better

Quality Sustainable Dynamic
Growth Future Business

Inspiring New Category Tobacco Harm Reduction Exciting, Winning
Innovations & Brands v Acceptance v Company

Managed Combustible Shapi _ _(:jF:)erat' nal Excel_l_e__néé -

Transition Leading in Sustainability ectiveness

Beyond Nicotine and Integrity
Foundations

Empowered
Through
Trust

Truly Do The Love Our Passion
Inclusive Right Thing Consumer To Win

Stronger
Together
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Our Strategy

Strategic Summary

Our Purpose: A Better Tomorrow™ — Building a Smokeless World

A Better Tomorrow™ To deliver on our vision of Building a Built around the three pillars of

Our Vision: Smokeless World, our aim is to become Quality Growth, Sustainable Future
Building a Smokeless World a predominantly smokeless business and Dynamic Business, our Strategic
Our Mission: — with 50% of our revenue in Navigator outlines the nine priority
To encourage smokers Non-Combustible products by 2035. building blocks that support the
to Switch to Better To enable this, we have refined our Group achievement of ourambition to Build

a Smokeless World. Through these
priorities, we will deliver the strategic
outcomes against which our performance
will be measured.

strategy to ensure clear lines of sight
across the entire organisation.

Quality Sustainable Dynamic
Growth Future Business

Inspiring New Category Tobacco Harm Exciting, Winning
Innovations & Brands Reduction Acceptance Company

Managed Combustible Shaping the Landscape
Transition Leading in Sustainability

Beyond Nicotine and Integrity
Foundations
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Quality Growth Sustainable Future Dynamic Business

Transitioning to a more balanced focus
on top-line and bottom-line delivery,
focusing on our brands and innovation,
and continuing to seek long-term
opportunities Beyond Nicotine.

In the tobacco and nicotine industry,
stable combustibles revenues and
accretive New Category growth underpin
continued revenue growth.

Yet, only around 10% of the world’s one
billion smokers have made the Switch to
Better and replaced combustibles with
smokeless products.

The long-term opportunity for growth, as
we strive to accelerate this transformation,
remains vast.

Prioritising where and what products to
focus on, via our market archetype model,
will guide our human and financial resource
allocation decisions.

We will enhance our innovation ecosystem
with a single-minded aim: developing an
outstanding pipeline of new, scientifically
substantiated products.

Our combustibles business remains
essential to funding our transformation
and continuing to reward our shareholders.

In Beyond Nicotine, we will build a pathway
to a new portfolio of non-nicotine-based
products that can enhance BAT's growth
beyond 2025.

Within Beyond Nicotine there are two
categories that BAT is exploring: Wellbeing
and Stimulation — functional consumable
products that help people manage their
mood and wellbeing; and cannabis.

Our commitments
under Quality Growth:

Progressing toward quality, margin-
accretive growth in smokeless products

FMC volume decline but
expecting continuing value delivery

Sensibly investing for the future
Beyond Nicotine

+ For more details on the Quality Growth pillar
of our refined strategy see page 28

Seeking to actively migrate consumers
away from cigarettes and to smokeless
alternatives sustainably, responsibly and
with integrity.

There has been significant progress in the
global Tobacco Harm Reduction (THR)
journey over the past decade. Today, there
are three significant global smokeless
tobacco and nicotine product categories:
Vapour products, Heated Products and
Modern Oral nicotine products.

Our ambition is to reduce the health
impact of our business via THR —
migrating more smokers to smokeless
products and advocating for the right
regulatory environments for these
products to flourish. We must do this
responsibly and with integrity.

We recognise and support the objective of
governments to reduce smoking rates and
its associated health impact.

Combustible tobacco products pose
serious health risks. The only way to avoid
these risks is not to start or to quit smoking.

For those adults who would otherwise
continue to smoke or start smoking, we
believe they should be able to make better
choices by opting for smokeless
alternatives instead of cigarettes.

Science will be a primary driver of our
efforts, supported by more active external
engagement with regulators and other

key stakeholders, while embedding
sustainability across our organisation.

As we transition from cigarettes to
smokeless products, our transformation
must be comprehensive — addressing not
only our products' public health impact but
also our other material sustainability topics.

Our commitments
under Sustainable Future:

Building a Smokeless World

Investing in the products, science
and engagement to make A Better
Tomorrow™ a reality

Conducting our business sustainably
and with integrity

For more details on the Sustainable Future
pillar of our refined strategy see page 60
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Building a future-fit, data-driven
organisation and ensuring we are
efficient and effective in all of our
operations.

We believe we can create the financial
flexibility to invest in our people, our
products and provide returns to our
investors.

We are committed to building a company
where people and performance come
together to create the extraordinary.

That is why creating an Exciting, Winning
Company is one of the building blocks
under the Dynamic Business pillar.

Additionally, generating shareholder value,
via sustainable returns, remains an integral
part of our strategic ambition. Over the past
25 years we have consistently grown the
dividend per ordinary share in absolute terms.

@The Group targets operating cash
conversion of at least 90% annually - and
has delivered in excess of 100% for the last
four years.@

Reducing debt is another core component
of the Dynamic Business pillar. @An
important part of this is our medium-
term rating target of Baal/BBB+/BBB+

by Moodys/S&P/Fitch, and we continue to
work towards reaching the middle of our
leverage corridor being 2-3x adjusted net
debt to adjusted EBITDA.@

Given current geopolitical and economic
challenges, the Group aims to de-lever its
gross debt levels (c.£39.7 billion in 2023)
and moderate the annual Net Financing
Cost levels (c.£1.9 billion in 2023) to better
support the overall strategy of the Group.

Our commitments
under Dynamic Business:

Creating a diverse, inclusive and
people-oriented place to work

Being data-driven and delivering
operational excellence/cost management

Focused on investors returns

For more details on the Dynamic Business
pillar of our refined strategy see page 40
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Our Strategy

Our Business Model

As a global business, we strive to understand our diverse consumers,
develop products to satisfy their preferences and ultimately distribute
them to markets around the world. Taking into account feedback from
stakeholders also enables us to refine our strategy, deliver sustainable value
and build A Better Tomorrow™.

Our eight-step business model

Our business model begins and ends with the consumer. Following the responsible sourcing of raw materials and
The insights we gather from adult consumers, underpinned components, we utilise our global footprint to manufacture
by robust science, unlock value by ensuring we offer the right at speed and scale. We use our global distribution capabilities

product choices to meet their preferences. Our product portfolio  to ensure our products are where they need to be, when they
are needed, based on our market archetype model. Through

our responsible marketing practices and powerful portfolio,
we market and sell our products which, in turn, generate
further insights.

is constantly being enhanced through innovations designed to
better serve adult consumers and build A Better Tomorrow™.

+ Read more about our
stakeholders on page 20

A BETTER TOMORROW

A Better Tomorrow™ for:
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Seeing over

the horizon

As one of the most long-standing
and established tobacco and nicotine
businesses in the world, we have a
unique view of the consumer across
our product categories. This is
increasingly driven by powerful

data and analytics. These insights
ensure that the development and
responsible marketing of our products
are fit to satisfy consumer preferences.

Powered by our data-driven
consumer insight platform, we focus
on product categories and consumer
segments across our global business
that have the best potential for long-
term sustainable growth.

Link to Principal Risks

Tobacco, New Categories and other
regulation interrupts growth strategy;
Inability to develop, commercialise and
deliver the New Categories strategy;
Climate change and circular economy;
Cyber security

o

Utilising our global
manufacturing footprint
We manufacture high-quality
products in facilities all over the
world. We also ensure that these
products and the tobacco leaf we
purchase are optimised for
distribution and sale.

Our New Category products are
manufactured in a mix of our own
and third-party factories. We work
to ensure that our costs are globally
competitive and that we use our
resources as effectively as possible.

Link to Principal Risks

Geopolitical tensions; Supply chain
disruption; Disputed taxes, interest and
penalties; Injury, illness or death in the
workplace; Solvency and liquidity;
Foreign exchange rate exposures;
Climate change and circular economy

Strategic Report

2

Tobacco Harm Reduction

Acceptance

World-class science is required to
substantiate the quality, product
safety and reduced-risk potential of
our New Category products. This is
crucial for building consumer and
regulators' trust and encouraging
adult smokers to completely switch
to less risky alternatives .

We have an extensive scientific
research programme in a broad
spectrum of scientific fields, including
molecular biology, toxicology and
chemistry. We are transparent

about our science and publish details
of our research programmes on

our dedicated website, www.bat-
science.com, and the results of our
studies in peer-reviewed journals.

Link to Principal Risks
Competition from illicit trade; Tobacco,
New Categories and other regulation
interrupts growth strategy; Significant
increases or structural changes in
tobacco, nicotine and New Categories
related taxes; Inability to develop,
commercialise and deliver the New
Categories strategy

Read more about our science

on pages 30, 32, 34,66 and 78

@

Moving our products

seamlessly everywhere

By applying modern technologies,
including Al and machine learning, we
ensure our products are where they
are needed when they are needed.

Our products are sold around the
world and distributed effectively and
efficiently using a variety of distribution
models suited to local circumstances
and conditions.

These distribution models include
retailers, supplied through our direct
distribution capability or exclusive
distributors, and our Direct-to-
Consumer business — which has been
accelerated through the deployment
of owned e-commerce sites.

Link to Principal Risks

Geopolitical tensions; Tobacco, New
Categories and other regulation interrupts
growth strategy; Supply chain disruption;
Inability to develop, commercialise and
deliver the New Categories strategy;
Foreign exchange rate exposures; Climate
change and circular economy; Cyber
security

Governance Report

&

Staying ahead
of the curve

As consumer preferences and
technology rapidly evolve, we rely
on our growing global network of
digital hubs, innovation hubs,
world-class R&D laboratories,
external partnerships and our
corporate venturing initiative,
Btomorrow Ventures.

Driving sustainable growth is at
the core of our innovation. We
make significant investments in
research and development to
deliver innovations that satisfy or
anticipate consumer preferences
and generate growth for the business.

Led by our strength in developing
consumer insights, each innovation
helps us on our journey to build

A Better Tomorrow™ by reducing
the health impact of our business.

Link to Principal Risks

Inability to develop, commercialise and
deliver the New Categories strategy;
Climate change and circular economy;
Cyber security

Marketing our

products responsibly
Tobacco and nicotine products
should be marketed responsibly
to adults only and not designed
to appeal to the underage.

Through a globally responsible
approach to marketing, we seek to
help raise standards and prevent
under-age access, while growing
our market share by encouraging
adult consumers to choose our

products over those of our competitors.

Our International Marketing
Principles (IMP) govern our
marketing across all our tobacco,
nicotine and nicotine-free products
and brands. They include strict
requirements to be responsible,
accurate and targeted at adult
consumers only. Our IMP are
applied even when they are stricter
than local laws.

Link to Principal Risks

Competition from illicit trade; Tobacco,
New Categories and other regulation
interrupts growth strategy; Inability to
develop, commercialise and deliver the
New Categories strategy; Litigation;
Foreign exchange rate exposures

Read more about responsible
marketing on page 96

Financial Statements

Other Information

@

Sourcing materials

responsibly

The majority of our tobacco is sourced
by BAT Group's vertically integrated
Leaf Operations through direct
contracts with ¢.91,000 farmers.

Of the remainder, the majority is from
third-party suppliers that, in turn,
contract with an estimated 155,000
farmers. The vast majority of tobacco
farms in our supply chain are
smallholder family farms.

Beyond tobacco, we source product
materials like paper and filters for
cigarettes and, for our New Category
products, we have a growing supply
chain in consumer electronics and
e-liquids. We also have a vast number
of suppliers of indirect goods and
services that are not related to our
products, such as for IT services

and facilities management.

Link to Principal Risks
Geopolitical tensions; Supply chain
disruption; Inability to develop,
commercialise and deliver the New
Categories strategy; Injury, illness or death
in the workplace; Solvency and liquidity;
Foreign exchange rate exposures; Climate
change and circular economy; Cyber security
Read more about our supply
chain on page 41

o

Offering the

consumer choice

We have a powerful brand portfolio
that we are very proud of. This
includes our combustibles portfolio
and our portfolio of smokeless
product brands which will contribute
to Building a Smokeless World.

Our global brands are well
positioned, with leading-edge
insights, science and innovation
behind our product pipeline.

We offer adult consumers a range
of products, including combustible
products, Vapour, Modern Oral
and Heated Products, in markets
around the world. Our range of
high-quality products covers all
segments, from value-for-money
to premium.

Link to Principal Risks

Competition from illicit trade; Geopolitical
tensions; Tobacco, New Categories and
other regulation interrupts growth
strategy; Supply Chain disruption;
Litigation; Significant increases or
structural changes in tobacco, nicotine
and New Categories related taxes;
Inability to develop, commercialise and
deliver the New Categories strategy;
Disputed taxes, interest and penalties;
Foreign exchange rate exposures; Climate
change and circular economy
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Our Strategy

Our Business Model
Continued

™
. Read more about these Stakeholders
A Better Tomorrow for: + IS

09 O

01 Consumers [@ Society

Our consumers are at the core of everything we do and our We believe the greatest contribution we can make

success is underpinned by addressing their preferences, to society is Building a Smokeless World and reducing

offering them a choice of enjoyable, innovative and less the health impact of our business. We will do this by

risky products i encouraging those smokers who would otherwise continue
to smoke to switch completely to smokeless alternatives.

Measured by Achieving this, while working to reduce our impact on the

— 63 countries where Vapour products are available environment, is central to delivering A Better Tomorrow™.

— 31 countries where Heated Products

: Measured by
are available

. . — 23.9m consumers of Non-Combustible products
— 34 countries where Modern Oral products are available )
— 28% reduction of waste generated
C'-_> Suppliers — 33.1% reduction in Scope 1& 2 emissions from
our 2020 baseline

Across the BAT Group, we work with thousands of different
suppliers worldwide. Our suppliers are valued business partners
and we believe, by working together, we can raise standards,
drive sustainable practices, create shared value and build

A Better Tomorrow™ for all. Notes:
* Based on the weight of evidence and assuming a complete switch from cigarette

smoking. These products are not risk free and are addictive.

69 Customers

1t Our Vapour product Vuse (including Alto, Solo, Ciro and Vibe), and certain products,
including Velo, Grizzly, Kodiak, and Camel Snus, which are sold in the U.S,, are subject
. . A to FDA lati d duced-risk clai ill b d to th duct
Our customers include retailers, distributors and wholesalers Vj’ithout':g:rfc;";‘l::ra:gere HEE R E S LD D D D e e
who are essential for drlvmg gI‘OWth and embeddmg respon3|b|e } Refer to the BAT 'Reporting Criteria' for a full description of key terms and definitions
marketing practices. at bat/reporting.com

ﬁ Our People @ Shareholders & Investors

We employ 46,000+ people worldwide. Attracting We are committed to delivering sustainable and superior
and retaining an increasingly diverse workforce and returns to our shareholders and investors. It is essential
providing a welcoming, inclusive working environment that we maintain the support of our shareholders and

are key drivers in BAT’s transformation journey to build investors to enable access to capital. This allows us to

A Better Tomorrow™. Our focus is on providing a dynamic, implement our strategy and achieve our business objectives.

inspiring and purposeful place to work.
©Measured by

Measured by — 3-5% revenue growth over the medium term

- accredited as Global Top Employer by the Top Employers — medium-term, mid single figure adjusted profit from
Institute operations growth (excluding currency)

— 80% Engagement Index score in our Your Voice employee — a progressive dividend being a 65% dividend payout ratio over
survey the long term

— 0.17 Lost Time Incident Rate (LTIR) vs 0.19 in 2022

— deleveraging the balance sheet towards the middle of our 2-3x
— proportion of women in Management* roles grew to 42% adjusted net debt/adjusted EBITDA range@

Non-Financial and Sustainability Information Statement

Non-financial and sustainability information reporting Our reporting in the following areas includes information about the policies and principles that
required under the UK Companies Act is included in govern our approach, due diligence processes, outcomes and non-financial performance

the Strategic Report as referenced below: indicators:

Our business model is Environmental matters Employees

set out on pages 18 to 20 pages 11,72 and 80 to 87 pages 11,72 and 88 to 91

See pages 12110 128 Social matters Respect for human rights
for Group Principal Risks pages11,72,78 to 79 and 92 to 94 pages 11,72 and 92 to 94

See pages 10 and 11 for the Group's financial and non- Anti-bribery and anti-corruption matters
financial key performance indicators pages 11,72 and 98 to 99

Our climate-related financial disclosures are set out on pages 102 to 116. Further details of our Group policies and principles can be found on pages 72 and 73
and at www.bat.com

© Denotes phrase, paragraph or similar that does not form part of BAT’s Annual Report on Form 20-F as filed with the SEC.
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Our Strategy

Engaging with Our Stakeholders

Strategic Report Governance Report Financial Statements Other Information

We work with, take into account and respond to the views and concerns
of our stakeholders. This enables us to adapt to emerging risks and work
to meet the expectations placed upon us as a multinational business.

Why this stakeholder
is important to us

O
]

Consumers

As preferences and attitudes change
in an evolving industry, understanding
our consumers is essential to

both successful portfolio and
business growth.

E

Shareholders & Investors

It is essential that we maintain the
support of our shareholders and
bondholders to maintain access to
capital. This allows us to implement
our strategy and achieve our
business objectives.

T

Our People

The quality of our people is a major
reason why our Group continues to
perform well. We understand the
value of listening and responding
to feedback from our people to
maintain a fulfilling, rewarding

and responsible work environment.

Examples of how we
engaged in 2023

— Consumer panels, focus groups
and interviews

— Consumer care helplines

— Responsible marketing and
transparent communication

— Real-time digital platforms

— Annual General Meeting

Investor relations programme

and shareholder engagement

on our Directors’ Remuneration Policy
Institutional shareholder meetings
Capital Markets Days

— Investor roadshows

Results announcements

— Annual Report and Form 20-F

— Suite of focused ESG reports and

— Director market and site visits

— Virtual forums

— Employee town halls

— Global and regional webcasts

— Your Voice employee survey

— Works councils and European
Employee Council meetings

— Graduate and management
trainee events

— Individual performance reviews

wider disclosures — Speak Up channels
— Stock exchange announcements
— Shareholder information on website
What matters to — Health impact of our products — Business performance — Reward

our stakeholders

and other social considerations
— Product quality
— Affordability and price
- Ingredients/nicotine levels
— Plastics/post-consumption
product waste

ESG agenda

Corporate governance
Strength of Group leadership
— Board succession planning

Career development
Diversity and inclusion
— Corporate responsibility
— Health and safety
Business ethics

How we respond

— Development of innovative products

— Product stewardship, quality and
safety standards

— Clear and accurate product
information

— International Marketing Principles

— Circular economy strategy
and initiatives

— Regular dialogue and communications
with shareholders and investors

— Robust corporate governance

Double Materiality Assessment

and review of reporting landscape

Continual improvement of our

Delivery with Integrity programme

QOur range of enjoyable and innovative

products

Product quality and safety standards

— International Marketing Principles

— Extensive communications and
engagement with our people
worldwide during and following
the pandemic

— Board review of and feedback
on workforce engagement

- Training and development
programme

— Diversity & Inclusion Strategy

— Delivery with Integrity programme

Principal risk impact

— Competition from illicit trade

— Tobacco, New Categories and other
regulation interrupts growth
strategy

— Supply chain disruption

— Significant increases or structural
changes in tobacco, nicotine and
New Categories related taxes

— Inability to develop, commercialise
and deliver the New Categories
strategy

— Climate change and circular
economy

— Cyber security

— Competition fromiillicit trade

Geopolitical tensions

Tobacco, New Categories and other

regulation interrupts growth strategy

Litigation

— Significant increases or structural
changes in tobacco, nicotine and New
Categories related taxes

— Inability to develop, commercialise

and deliver the New Categories strategy

Disputed taxes, interest and penalties

Solvency and liquidity

Foreign exchange rate exposures

— Climate change and circular economy

— Cyber security

— Geopolitical tensions
Supply chain disruption

— Injury, illness or death in

the workplace

Climate change and circular
economy

— Cyber security

22
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Listening to our stakeholders helps us better understand their

views and concerns, and enables us to respond to them appropriately.
It gives us valuable inputs to, and feedback on, our strategic approach,
as well as our policies, procedures and ways of working.

UK Companies Act:
Section 172(1) Statement

Our Directors have a duty,
individually and collectively

as the Board, to act as they
consider most likely to promote
the success of the Company for
the benefit of our members as
awhole.

4

Customers

<

Suppliers Government & Wider Society

We seek to be part of the debate that
shapes the regulatory environment

in which we operate, and to work
collaboratively to develop joint
solutions to common challenges.

Effective relationships with farmers
and suppliers of tobacco leaf, product
materials and indirect services are
essential to an efficient, productive
and secure supply chain.

Our customers include retailers, global
and local key accounts, distributors
and wholesalers that are essential for
driving growth and embedding

responsible marketing practices. As part of this duty, our Directors

— Extension Services farmer support
— Ongoing dialogue and relationship
management
— ‘Supplier Voice’ survey, events
and supplier summits
— Strategic partnerships

Ongoing dialogue and account
management

‘Customer Voice’ survey
Audits/performance reviews
Sales calls and visits by trade
representatives

B2B programmes

Digital B2B eCommerce platforms

— Meetings and ongoing dialogue
— Submissions to government
and advisory committees
Multi-stakeholder partnerships
and working groups, such as the
Eliminating Child Labour in
Tobacco-Growing Foundation
External Scientific & Regulatory
Panel
— Peer-reviewed research
— Biodiversity standards and
improvement programmes
— Community investment
programmes and NGO partnerships
— Double Materiality Assessment
related engagements

— Productivity/quality/cost

— Sustainable agriculture

— Farmer livelihoods

— Human rights

— Health and Safety

— Climate change impacts

— Impact of conflict in Ukraine

Route-to-market planning
Contingency planning

Cost, price and quality
Stock availability

Consumer buying behaviour
Underage access prevention

— Product regulation
Tax/excise/illicit trade
Responsible marketing
Public health impacts

— Human rights

Climate change impacts

— Supplier Code of Conduct

— Thrive sustainable agriculture and
farmer livelihoods programme

— Leaf operational standards for PPE
and child labour prevention

— Farmer Extension Services support
and training

Customer loyalty programmes

and incentives

Global Underage Access Prevention
(UAP) Guidelines and initiatives

Standards of Business Conduct
(SoBC)

— Delivery with Integrity programme
Targeting 50% GHG emissions
reduction by 2030 and Net Zero
by 2050

— Human rights and climate
impact assessments
Community investment
programmes and

charitable donations

— Geopolitical tensions

— Supply chain disruption

— Inability to develop, commmercialise
and deliver the New Categories
strategy

— Injury, illness or death
in the workplace

— Solvency and liquidity

— Foreign exchange rate exposures

— Climate change and circular
economy

— Cyber security

Competition fromiillicit trade
Geopolitical tensions

Tobacco, New Categories and other
regulation interrupts growth
strategy

Supply chain disruption
Significant increases or structural
changes in tobacco, nicotine and
New Categories related taxes
Inability to develop, commercialise
and deliver the New Categories
strategy

Climate change and circular
economy

Cyber security

— Competition from illicit trade

Geopolitical tensions

Tobacco, New Categories and other

regulation interrupts growth strategy

Litigation

— Significant increases or structural
changes in tobacco, nicotine and
New Categories related taxes

— Inability to develop, commercialise
and deliver the New Categories
Strategy

— Disputed taxes, interest and

penalties

Climate change and circular economy

— Cyber security
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must have regard for likely long-
term consequences of decisions
and the desirability of maintaining
a reputation for high standards of
business conduct. Our Directors
must also have regard for our
employees’ interests, business
relationships with our wider
stakeholders, the impact of our
operations on the environment
and communities in which we
operate and the need to act
fairly between shareholders.
Consideration of these factors
and other relevant matters is
embedded into all Board
decision-making, strategy
development and risk
assessment throughout the year.

Our key stakeholders and primary
ways in which we engage with
them are set out in the table to
the left. Pages 138 to 141 and
144 to 149 provide further
explanation of our Board'’s
approach to understanding
stakeholder interests to enable
relevant considerations to be
drawn on in Board discussion
and decision-making.

Where the Board delegates
authority for decision-making
to management, our Group
governance framework
discussed on pages 138 and
139 mandates consideration
of these factors and other
relevant matters as a critical
part of delegated authorities.

Examples of some of the ways
that these factors have shaped
Group strategy and initiatives
during the year are referenced

in the table to the left. Examples
of how these factors have been
taken into account in Board
decision-making and strategy
development during the year are
provided on page 149.

Note:

A Although financial materiality has been
considered in the development of our
Double Materiality Assessment (DMA),
our DMA and any conclusions in this
document as to the materiality or
significance of sustainability or ESG
matters do not imply that all topics
discussed therein are financially material
to our business taken as a whole, and
such topics may not significantly
alter the total mix of information
available about our securities.
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Our Strategy

Investment Case

Transformation Driving
Sustainable Growth

Our New Category Transformation is Delivering

Profitable Growth and Reducing Harm

Our corporate purpose is to build A Better Tomorrow™,
reducing the health impact of our business, by offering adult
consumers a greater choice of enjoyable and less risky

products compared to cigarettes. To accelerate the next phase
of our transformation journey we are now committed to Building
a Smokeless World. We will deploy our global multi-category
portfolio to actively encourage smokers to 'Switch to Better'
nicotine products, and continue to seek long-term opportunities
Beyond Nicotine in Wellbeing and Stimulation, realising the
multi-stakeholder benefits of A Better Tomorrow™.

Our commitment is demonstrated by our new ambition to become
a predominantly smokeless business, with 50% of our revenue from
Non-Combustibles by 2035. Revenue growth in the global nicotine
industry is accelerating through the development of New Categories,
which offer reduced-risk alternatives ' to combustible products.

With only 10% of the world’s 1 billion smokers currently using

New Category products, our well established global multi-category
strategy provides the greatest opportunity for long-term growth,
reduced harm and portfolio transformation.

We continue to make progress towards our targets to reach
£5 billion New Category revenue by 2025 and 50 million
consumers of our Non-Combustible products by 2030.

Prioritising where and what products to focus on, via our market
archetype model, will guide our resource allocation decisions.
We are now profitable with our New Categories business, on a
category contribution basis, and we expect to be increasingly
profitable from 2024.

We strive to continue to profitably and responsibly manage our
transition away fromn combustibles, driving funds to further invest
in our transformation and deliver sustainable profit growth and
cash flow over the long-term.

In order to achieve this, we have refined our Group strategy to
ensure a clear line of sight across the entire organisation, and we
have set ambitious targets to be met through the delivery of our
three strategic pillars.

50mn

Non-Combustible product
consumers targeted by 2030

50%

Group revenue from
Non-Combustibles by 2035

16.5%

Group revenue from
Non-Combustibles in 2023

£5bn

New Category revenue
by 2025

Notes:

* Based on the weight of evidence and assuming a complete switch from cigarette
smoking. These products are not risk free and are addictive.

Our Vapour product Vuse (including Alto, Solo, Ciro and Vibe), and certain products,
including Velo, Grizzly, Kodiak, and Camel Snus, which are sold in the U.S,, are subject to
FDA regulation and no reduced-risk claims will be made as to these products without
agency clearance.
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Creating Sustainable Value
for our Stakeholders

Reducing our Health and Sustainability Impact

As we transition from cigarettes to reduced-risk smokeless
products our transformation must address not only our
products' public health impact — but also continue to integrate
and embed sustainability into our business.

This requires us to address all our key sustainability topics such as
climate change, circular economy, biodiversity and human rights.
We also recognise the need to collaborate across our supply chain and
work with our partners as we advance key sustainability initiatives.

This approach will allow us to create a stronger BAT through:

— Responsible Leadership in New Categories — we aim to set
industry standards for the development, manufacturing and
marketing of New Category products;

— Create Positive Value in Agriculture — by leveraging our
agricultural sourcing model we seek to deliver a positive impact
in our agricultural supply chain, particularly with respect to social
and environmental issues;

— Deliver Net Zero GHG Emissions across our Value Chain -
through working towards decarbonising our own operations, and
collaborating with suppliers and others across our value chain;

— Trusted Organisation Operating with Integrity — working
to create and maintain a culture where our people are proud
of the role they play in our transformation and aim to always
operate to the highest standards.

This builds on our ratings and recognition which include:

— Our Science Based Targets initiative (SBTi) approved
commitment to a near-term 1.5°C emissions reduction
trajectory, the most ambitious designation available;

— An Arating in 2023 in the latest MSCI ESG Rating assessment
(upgraded from BBB)*; and

— Achieving A-, A- and A- in our 2023 CDP assessments for
Climate Change, Water Security and Forests”.

By working to reduce the health and sustainability impact of our
business we will drive growth and create shared value, delivering
change as we work towards our objectives. Our commitments are
rooted in targets against which we will track and share the
progress as we our transform our business.

50

Reduction in Scope 1& 2 GHG
emissions by 2030 (vs 2020
baseline)

50%

Reduction in Scope 3 GHG
emissions by 2030 (vs 2020
baseline)

MSCI A Rating

Upgraded in latest 2023
assessment”

Forest Positive

in our tobacco supply chain
by 2025 (vs 2021 baseline)*?

A rating is not a recommendation to buy, sell or hold securities. A rating may be subject
to withdrawal or revision at any time. Each rating should be evaluated separately from
any other rating. In addition, the criteria used in ratings may differ among ESG rating
organisations. Companies may also supply different information to such organisations
(or none at all) and this lack of consistency may impact rankings.

AN Our ambitions cover all tobacco we purchase for our products. Our metrics, however,
derive data from our Thrive assessment, covering over 94% of the tobacco purchased by
volume in 2023.
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Dynamic Business Making Active
Choices for the Future

Leveraging our Established Strengths and Expertise
While Continuing to Build New Capabilities to Deliver

on our Ambitions

Our multi-category portfolio of New Category brands benefits
from decades of consumer insights that have driven our No. 1
global revenue position in combustibles*.

In addition, leveraging the benefits of our world-class expertise in
science and R&D, our manufacturing, distribution, marketing and

brand building has enabled us to build three global brands, Vuse, glo

and Velo, delivering over £3 billion of revenue in less than a decade.

Our long-standing experience operating within complex
regulatory, legal and fiscal frameworks, provides BAT with a
compelling competitive advantage to drive portfolio growth and
transformation within the wider tobacco industry. With our new
Corporate and Regulatory Affairs function we will drive more
proactive, science led engagement with all stakeholders to further
our ambition to Build a Smokeless World.

We will continue to increase investment in new capabilities,
including enhancing our innovation pipeline, leading responsible
New Category development and further leveraging our broad
digital enablers. This gives us confidence that we can deliver

on our ambitions.

Sustainable success will also be accelerated by a culture of
inclusivity and collaboration. Our transformation is supported

by senior talent recruitment from a diverse range of industries.
Together with our new role of Chief People Officer, we are
focused on developing a skills-enabled and performance driven
organisation that is essential to driving forward our strategic agenda.

We continuously monitor and assess our capital allocation
framework to unlock shareholder value through; investing in the
right opportunities; optimising the return on our investments;
and maximising our cash generation; to reduce our leverage,
and generate sustainable cash returns for our shareholders.

23.9m

consumers of our
Non-Combustible products

22m

consumers in our contactable
consumer database

3,000

new capability hires
since 2019

>150

markets in which we operate

Note:
* Excluding China.
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@Continuing our Track Record
of Delivery

Commitment to Delivering Returns

and Cash to Shareholders

We are confident in our growth outlook, and have
a proven track record of performance.

Over the last 10 years, we have delivered 8% adjusted diluted EPS
growth (at constant rates) and a 5% dividend CAGR and are
confident in moving progressively to our medium-term targets
of 3-5% revenue growth and mid-single digit adjusted profit from
operations growth (organic basis at constant rates) by 2026.

The Group is highly cash generative. Over the last four years, we
have delivered at least 100% operating cash conversion annually
and returned, since 2019, a total of £26.2 billion to shareholders.

We remain committed to continuing our 25 year track record of
consistent dividend growth, rewarding our shareholders through
all economic cycles. Over the next 5 years, we are on track to
generate around £40bn of free cash flow before dividends.

We have an active capital allocation framework to deliver
long-term value for shareholders. This includes:

— continuing to grow the dividend;

— reaching the middle of our target leverage corridor of 2-3x
adjusted net debt to adjusted EBITDA;

— considering potential bolt-on M&A opportunities; and
— share buybacks to enhance shareholder returns.®

Mid Single Digit
medium-term adjusted profit
from operations growth
target (at cc)@

3-5%

medium-term revenue
growth target (at cc)@

>90%

operating cash conversion
targeted annually@

8%

adj. diluted EPS average
growth (at cc) over 10 years

5%

dividend CAGR over 10 years

Progressive
dividend



BAT Annual Report and Form 20-F 2023 Other Information

Strategic Report Governance Report Financial Statements

Our Strategy

Our Markets and Megatrends

As a global business, operating at scale within a rapidly evolving landscape,
our markets are shaped by long-term consumer, economic, cultural and
social trends. Along with regulatory developments, generational differences
and tastes are evolving, as health and wellness become ever more important.
We continue to respond to this changing environment by advancing our strategy
and long-term priorities.

Megatrends:

Technology and Innovation

Artificial Intelligence

The rapid development of artificial
intelligence — particularly generative Al
and large language models — has the
potential to create a whole new set of
opportunities for businesses,
governments, and individuals.

The world's understanding of this new
technology is still developing, but
advances in Al have the potential to
enable companies to increase
productivity and unleash exciting new
levels of creativity if used appropriately.

Understanding these opportunities and
managing the transition to a world in
which Al plays a greater role, from
production to sales, is an increasing
priority for businesses.

In our industry, the technology has the
potential to transform everything from
improving crop yields for traditional
products to better understanding
consumer behaviours and creating
more sustainable products.

In agriculture, Al can be used to monitor
crop health, ensure consistent crop
quality and efficiently manage water
and fertilizer application, helping to
reduce the environmental impact of
farming. In robotics, Al has already been
employed to help a robot clean up
cigarette butts from beaches and to
develop a robot that can test
cigarettes, instead of using laboratory
animals. While the development of Al
may disrupt many traditional ways of
working, it will also create new roles in
data analysis and system maintenance.

Sustainable Transition

The need to transition to a more
environmentally sustainable way of
living continues to impact all aspects
of our lives.

While there are mounting regulations
on businesses to reduce their carbon
and resource footprint, change is also
being driven by consumers and other
stakeholders, who are increasingly
demanding that consumer products
and their packaging are more
sustainable across their whole lifecycle.

Companies — aligned with regulators,
consumers and other stakeholders —
are proactively looking for ways to enable
a transition to a more sustainable and
circular economy. This might be through
finding technological solutions to reduce
emissions, ensuring better
environmental standards in supply
chains, or changing what happens to
products after they have been used.

More broadly, investors and financial
institutions are increasingly applying
methodologies that seek to ensure
business models develop and
implement credible plans for the
transition to a low-carbon, climate-
resilient future. These efforts have
developed in tandem with regulations
which mandate climate-related
disclosures and due diligence
requirements.

Please refer to the Notes on the
Accounts: note 12(b) for a discussion

on climate within our impairment
assessment; and note 6(l) for disclosures
regarding our sustainability costs.
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Geopolitical Disruption

There are some early signs that
elements of the cost-of-living crisis
experienced in many countries, which
has suppressed consumer demand,
may be abating.

Some of the stresses and bottlenecks
which have negatively impacted global
trade during the past three years
appear to be finally drawing to an end,
with surveys indicating global
commerce is approaching pre-
pandemic levels.

However, this recovery remains
vulnerable. The geopolitical disruption
that began in 2022 with the conflict in
Ukraine continues to be unresolved and
retains the potential to escalate further.

Conflict in the Middle East also has the
potential to cause further international
instability, while trade relations between
the U.S. and China remain unpredictable.

This instability may force some
companies to shift investment and
production to more stable markets and
to look again at localising some production.

However, the intrinsically globalised
nature of our modern economy means
that it is impossible to isolate supply
chains from global events.
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The modern tobacco and nicotine market
is continuing to evolve at a rapid rate. New
and less risky nicotine products Tare being
developed and launched each year which,
alongside traditional tobacco products,
meet the needs of more than a billion
consumers worldwide.

Global Market for Combustibles

and Non-Combustibles

The most recent sales data for the legal
global tobacco and nicotine market
indicated that it was worth approximately
US$935 billion.

Combustible cigarettes remained the
largest product category within the market,
with a global value of US$779 billion (excl.
China), representing 84% of the total value
of tobacco and nicotine product sales
worldwide. Roughly 2.8 trillion cigarettes
were sold in 2022.

The value of the global Non-Combustible
products market continues to grow,
standing at USS$S68 billion.

Furthermore, despite combustibles being
one of the most highly regulated products
in the world, roughly 17% of the world’s
adult population (including China)
continue to choose to smoke. This very
sizable group is likely to continue to smoke
unless they are offered suitable Non-
Combustible alternatives.

The illicit market

The illicit tobacco market has continued to
increase in the years after the pandemic,
reaching just under 12% of total global
volume in 2022 (excl. China), up from 11.4%
in 2021. Exacerbated by the recent
increased cost of living in many countries,
overall illicit volumes are expected to
approach an unprecedented 14% of all
sales by 2027.

lllicit trade exists in all regions of the world,
but its growth is forecast to worsen in the
Middle East and Africa, Australasia and
Asia Pacific.

Global combustible regulation
Combustible tobacco products are among
the most highly regulated consumer
products in the world.

In recent decades, legislators have focused
on demand-side measures, such as plain
packaging, product-specific regulations,
tougher restrictions on smoking in public
places, bans on shops displaying tobacco
products at the point of sale and
restrictions on flavourings in tobacco.

More recently, countries have begun
committing to smoke-free targets and
policies, setting a date by which they
expect to reduce or contain the prevalence
of tobacco use to less than 5%.
See pages 121to 128 to read more about our

Group Principal Risks

For further discussion regarding the regulation
of our business, please see pages 375 to 379
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The European Union has set a target of

a Tobacco-free Generation' by 2040, for
example. A small number of countries have
also examined stronger prohibitionist
approaches to stop smoking among
younger generations.

For example, the UK has begun examining
proposals to ban sales of cigarettes to
anyone born after 2008. New Zealand passed
legislation last year (the first of its kind) to
implement such a proposal, however this
proposal is now likely to be discontinued
after the election of a new Government.

The Malaysian Government had also
considered similar plans before concluding
they could be unconstitutional. Significantly,
in most cases, end-game measures have
focused on combustible tobacco, excluding
reduced-risk nicotine products.

Lastly, environmental concerns have led
to an increased number of policy initiatives
aimed at combustibles.

The EU’s Single-Use Plastics legislation
requires Member States to introduce
extended producer responsibility schemes
for, amongst other things, cigarette filters.

The United Nations is also examining a
potential world-first global Plastics Treaty,
which certain stakeholders are arguing should
contain targets for Member States to
eliminate waste from cigarettes (as well as
from single-use vapour product consumption).

Global New Categories Market
Technology and innovation continue to
revolutionise the nicotine market.
Smokeless alternatives offer consumers
less risky*T but satisfying alternatives to
cigarettes by delivering nicotine without
the process of combusting tobacco.

These products are increasingly popular
among smokers who do not want to give
up nicotine consumption but desire
alternatives to smoking. This year, we have
added herbal heated products to our
offering, providing adult nicotine users and
smokers with another reduced-risk ' option
which is also tobacco-free.

Cigarettes are projected to see a total
volume decline of 8% over the 2022-2027
period. Alongside societal changes in
attitudes to smoking, this decrease is driven
by consumer E)references shifting to reduced-
risk products (RRPs), which are forecast

to make up an increasing percentage of
revenue for the nicotine market.

The most recent external estimates value
the Vapour product market at US$19 billion,
with THPs valued at USS$32 billion. Closed-
system vapour products have become
rapidly popular among consumers, owing
to their ease of use. Nicotine pouches,
which are one of the newer innovations

in RRPs ', currently have a global value

of US$8.4 billion in 2022 (led by the U.S.),
which is projected to grow to just under
US$16 billion by 2027.
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New Categories regulations

Globally, though these products are becoming
established in many markets, there remains
considerable divergence between countries
on how to regulate RRPs .

The positive role they can play in reducing
the harms of smoking has been embraced
by regulators in the UK, New Zealand and
Canada, which have sought to
communicate to consumers that RRPs

are better alternatives ' to smoking and
have regulated these products accordingly,
while at the same time being mindful of
the need to prevent usage by youth.

Other markets are yet to be convinced

of the potential public health benefits of
RRPs " and have sought instead to limit
access to them, for example Australia and
India, where sales of RRPs ' are effectively
banned. Some markets have also
inadvertently confused nicotine consumers
by regulating RRPs in a similar way to
combustibles. An example of this was the
European Union’s recent extension of a ban
on characterising flavours originally
intended for cigarettes to encompass
Tobacco Heated Products.

Concerns have been raised about youth
use of certain RRPs' ' in some countries;
these can be addressed without denying
them to potential quitters by using on-
device technology and better enforcement
of existing measures to ensure the
products are accessible only to adults. It is
increasingly important that this debate is
better understood, particularly in influential
international forums, so that large numbers
of smokers are not discouraged from
switching to these products.

Beyond Nicotine

The Wellbeing & Stimulation category,
covering products for consumers that are
seeking products that help them manage
their daily wellbeing, is expected to grow
to £495 billion by 2030, from around
£296 billion today.

The adult-use cannabis market has also
grown to an estimated USS$21 billion.
Though this growth is predominantly
concentrated in the U.S,, the market is
expected to grow further internationally as
more countries, such as Germany and the
Czech Repubilic, re-examine the merits of
maintaining their current prohibitionist
stances on cannabis.

Notes:

All data sources on this page are from Euromonitor

International research published in 2023 and based on 2022

data (the latest full year available), unless otherwise stated.

* Based on the weight of evidence and assuming a
complete switch from cigarette smoking. These
products are not risk free and are addictive.

1t Our Vapour product Vuse (including Alto, Solo, Ciro
and Vibe), and certain products including Velo, Grizzly,
Kodiak, and Camel Snus, which are sold in the U.S., are
subject to FDA regulation and no reduced-risk claims will
be made as to these products without agency clearance.
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Strategic Pillar Overview

Quality Growth

Delivering Quality Growth
emphasises the transition
to a more balanced focus
on top-line and bottom-
line delivery, centred
around our brands and
innovation, and continuing
to seek long-term
opportunities Beyond
Nicotine.

The key building blocks of

the Quality Growth pillar are:
Inspiring New Category
Innovations & Brands

Managed Combustibles Transition
Beyond Nicotine Foundations

Our commitments
under Quality Growth:

Progressing toward quality, margin-
accretive growth in smokeless

FMC volume decline but expecting
continued value delivery

Sensibly investing for the future
Beyond Nicotine

Inspiring New Category

Innovations & Brands

We have established an important New
Categories ‘bridgehead’ which underpins
our transformation. We have built a fast-
growing New Categories business of
smokeless products in a short period of
time with New Categories annual revenue
now exceeding £3.3 billion.

Greater scale and related focus on cost of
goods sold (COGS) has enabled significant
reduction in New Categories losses in 2022
and 2023 @(c. £1.0 billion loss reduction)@
and our New Categories are profitable (ata
category contribution level) two years ahead
of our original target. Our focus on driving
revenue growth and margin expansion

will continue.

Building on our deep cross-category
consumer insights, we will deliver an
enhanced innovation pipeline, by further
investing in our people, our science,

our IP and our capabilities, driving an
innovation-focused culture.

We wiill further leverage our centres of
excellence in Southampton, Trieste and
Shenzhen to access wider internal and
external strategic partnerships focused
on developing consumer-relevant
premium propositions.

Three New Category product types underpin
our efforts to Build A Smokeless World:

Vapour

Our global Vapour brand, Vuse, plays
a major role in providing smokers with
the opportunity to Switch to Better.

In 2023, consumer acquisition was up
1.5 million, reaching 11.5 million.

Vuse is the #1 brand in the Vapour category
and, in 2023, delivered £1.8 billion of
revenue. The successful launch of our
single-use Vapour product, Vuse Go, enabled
Vuse to maintain leadership of the Vapour
category and achieve 26.2% revenue
growth in 2023.

+ For more information on our Vapour Products
see page 30

Heated Products

Our Heated Product brand, glo, saw
consumer acquisition increase by

0.8 million. In 2023, reaching 8.0 million.
It has also been a contributor to New
Categories revenue growth.

However, its growth momentum has been
impacted by competitor innovation and
intensified activity in the below-weighted
average price segment.

While glo's performance has not met our
expectations, we are strengthening the glo
innovation pipeline.

Hyper Pro will enable a comprehensive
system upgrade and veo, our non-tobacco
heated platformn consumables, is ready for
a post-flavour ban environment in Europe.

+ For more information on our Heated Products
see page 32
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Modern Oral

Modern Oral products are different from
inhalable products like Vapour or Heated
Products. Modern Oral products come in
the form of tobacco-free nicotine pouches
that are placed under the lip so that
nicotine can be effectively absorbed.

There are exciting opportunities for these
products in markets with established oral
nicotine consumption and beyond,
including in emerging markets.

In 2023, Velo maintained its leadership
outside of the U.S. despite intensified
competition in the Nordics and delivered
total Group revenue growth of 35%.

+ For more information on our Modern Oral products
see page 34

Driving progress

To drive quality growth and transform
faster, we will focus our resources on
combining powerful innovations and
world-leading brands. To deliver an
‘innovation step change’, we will continue
to utilise powerful consumer foresights and
their application to leap-frog innovation
thinking to drive innovations that appeal to
adult consumers. We will further
strengthen and differentiate our New
Categories brands to profitably accelerate
our New Categories business and achieve
significant scale in order to help Build a
Smokeless World.

Global Patent Settlement with PMI

As previously announced, BAT has reached
a global settlement with Philip Morris
International Inc. (PM) that resolves all
ongoing patent infringement litigation
between the parties related to our HP and
Vapour products. For more information,
please see page 380.

Managed Combustibles Transition
We are committed to becoming a
predominantly smokeless business, with
a target to reach 50% of our revenue from
Non-Combustibles by 2035.

The best choice any adult smoker can
make will always be quitting combustible
tobacco products completely. Yet many
do not. With only 10% of the world’s one
billion smokers currently using New
Category products, the long-term
opportunity for growth as we deliver on
our transformation is vast.

The continued performance of our
combustibles business is key to delivering
Quality Growth and generating the funds
necessary to invest in New Categories and
Build a Smokeless World. Our aim is for the
combustibles business to deliver
sustainable revenue, gross margin and
category contribution growth. Sustainable
pricing, digital integration and Revenue
Growth Management play a key role in
delivering revenue growth. A product
transformation programme is underway to
enable a simpler and rationalised product
portfolio to enable gross margin growth.
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Quality
Growth

As part of this, we will be reducing the
number of tobacco leaf grades, blends,
cigarette formats and stock keeping units
(SKUs) in our portfolio.

To deliver category contribution growth,
we will focus on marketing spend
optimisation and on simplifying our
combustibles portfolio to enable the delivery
of a managed combustibles transition.

+ For more information on our combustible products,
see page 37

Beyond Nicotine Foundations
Wellbeing and Stimulation

Consumers are increasingly seeking
healthier lifestyles and “better-for-you”
products that help them manage their daily
wellbeing. We call this category Wellbeing
& Stimulation (W&S) and expect the
category to grow to £495 billion by 2030,
from around £296 billion today.'

Many of these products historically are

in common formats like pressed tablet
supplements and sugar-based sports and
energy drinks. Recently, however, there has
been a consumer shift towards products
that are less artificial, more enjoyable, have
greater functional efficacy, are easier to use
and understand, and that provide for a wider
range of functional benefits.

Strategic Report Governance Report

After over a century in nicotine, BAT
has significant expertise in providing
direct-to-mind stimulation through
enjoyable solutions and strong
route-to-market capabilities.

As a result, we are well-positioned

to explore the development of a W&S
business by leveraging existing
capabilities and external partners.

As part of this exploration of W&S, we are
building a pipeline of products to ensure
sustained competitiveness to win in this
exciting category. This includes internal
development of new products and also
working with Btomorrow Ventures (BTV)
to guide and support our investments or
potentially larger scale M&A.
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Cannabis

In 2019, the global legal recreational market
was estimated to be worth £5.2 billion

in revenue. That figure is now put at

£11.1 billion (2022)", growing at 28%"° per
annum, with non-combustible formats
driving this, growing at 35%" per annum.

We believe this is signalling a shift away
from traditional smokable formats into
other, potentially less harmful, more
progressive consumption methods.

We see cannabis as an exciting potential
category for the future. However, given
the complex regulatory environment and
the implications to BAT as a UK listed
company, we will continue to monitor

the changes in the regulatory environment
as it evolves across geographies.

As part of its strategic investment in 2021,
BAT established a joint-Product Development
Collaboration (PDC) Agreement and Centre of
Excellence with Organigram in Moncton,
Canada to lead Research & Development
activities with cannabis.

We are pleased with the progress that

has been made in 2023. The PDC is in
late-stage development of a suite of
emulsions, novel vapour formulations,
flavour innovations, and packaging solutions
which are soon to be commercialised by
Organigram in the Canadian market.

+ For more information on Beyond Nicotine,
see page 39

Notes:

1. IRI/Circana Consulting, Euromonitor.

2. Euromonitor 2022 Market Sizing Data | Global.
3. Euromonitor 2022 Market Sizing Data | Global.
4. Euromonitor 2022 Market Sizing Data | Global.
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Our Vapour Products

Highlights

Vuse value share up 30 bps vs 2022

to reach 36.1% share (in tracked channels)
in our Top 5 markets.

Vapour products“r are
battery-powered devices
that heat e-liquids to
produce an inhalable
aerosol (vapour).

Vuse extended its value share leadership
position in the U.S,, increasing 470 bps
vs 2022 to 45.6%.

Consumer acquisition up 1.5 million,
reaching 11.5 million.

Our leading, global Vapour
brand, Vuse, plays a major
role in providing smokers
with a reduced-risk '
alternative to cigarettes.

Vapour volume up 7.0% in strong price
environment (+19.9%), delivering revenue
27% higher at constant rates of exchange.

Vuse Go (the Group's single-use vapour
offer) launched in 59 markets, including
the UK, France, Spain, Canada, Greece,

Germany and Ireland.

Overview

Vapour is the largest smokeless product
category in terms of number of consumers,
has the largest global footprint and is an
attractive proposmon to convert smokers
to reduced risk | smokeless products.

03

Number of markets where the Group’s

Vapour products are sold
Low barriers to entry and an absence of

consistent regulatory frameworks leads
to a highly fragmented and competitive
landscape.

Vapour Top 5 markets o
the U.S, the UK, France, Germany
and Canada.

Regulatory risks, illicit trade, the pace

of innovation and profitability are key
challenges for the Vapour category.
However, we believe that the category
can reach more than 20 million consumers
across 100+ markets globally, profitably.

Notes:

free and are addictive.

to these products without agency clearance.

Improvement and Disparities.

products).

s11739-023-03294-9.

j-toxlet.2023.03.006.

30

Financial Statements Other Information

The Scientific Evidence

Evidence continues to emerge from the
public health community and academia
about the role of vapour products as a
reduced-risk | alternative to smoking.

In the UK, for example, Public Health
England published a series of expert
reviews of the existing evidence, drawing
on peer-reviewed literature, surveys and
other reports, concluding: “the current best
estimate is that e-cigarettes are around
95% less harmful than smoking."1

Moreover, the UK National Health Service
states that "Evidence shows that nicotine
vapes are actually more effective than
nicotine replacement therapies, like
patches or gunn."2

In 2021, we published a comprehensive
review of the scientific evidence for vaping
products, their potential health effects, and
their role in tobacco harm reduction. This is
a summary of more than 300 peer-reviewed
scientific papers and other evidence
published by around 50 institutions over
the past decade’

According to adult population modelling
studies cited in the review, a significant
reduction in premature deaths could be
achieved if current smokers switched
exclusively to vaping rather than continuing
to smoke cigarettes.

In 2023, results from our innovative cross-
sectional clinical study4 showed that exclusive
Vuse users had significantly lower exposure
to tobacco toxicants, and favourable
results for indicators linked to smoking
related diseases, compared with smokers.

Also i in 2023, we published a laboratory
study which showed flavoured e-liquid
toxicity was >95% reduced when
compared to cigarette smoke and
concluded that flavoured e-liquids do not
increase the risk profile of well stewarded
e-cigarettes.

* Based on the weight of evidence and assuming a complete switch from cigarette smoking. These products are not risk

1 Our Vapour product Vuse (including Alto, Solo, Ciro and Vibe), and certain products, including Velo, Grizzly, Kodiak,
and Camel Snus, which are sold in the U.S,, are subject to FDA regulation and no reduced-risk claims will be made as

** Public Health England (PHE) was replaced in Oct 2021 by the UK Health Security Agency and Office for Health

*** Key Vapour markets are defined as the Top 5 markets by industry revenue, being the U.S,, the UK, France, Germany
and Canada and accounting for ¢.75% (2022: 88%) of total industry Vapour revenue (rechargeables and single-use

1. GOV.UK. (n.d.). E-cigarettes around 95% less harmful than tobacco estimates landmark review. Available at: https://
www.gov.uk/government/news/e-cigarettes-around-95-less-harmful-than-tobacco-estimates-landmark-review

2. NHS (2023). Vaping myths and the facts - Better Health. [online] nhs.uk. Available at: https://www.nhs.uk/better-health/
quit-smoking/vaping-to-quit-smoking/vaping-myths-and-the-facts/.

3. Camacho, O.M,, Ebajemito, J.K,, Coburn, S., Prasad, K., Costigan, S. and Murphy, J.J. (2021). Evidence From the Scientific
Assessment of Electronic Cigarettes and Their Role in Tobacco Harm Reduction. Contributions to Tobacco & Nicotine
Research, 30(2), pp.63-108. doi:https://doi.org/10.2478/cttr-2021-0007.

4. Haswell, L.E., Gale, N,, Brown, E. et al. Biomarkers of exposure and potential harm in exclusive users of electronic
cigarettes and current, former, and never smokers. Intern Emerg Med 18, 1359-1371 (2023). https://doi.org/10.1007/

5. Bishop, E., East, N., F. Miazzi, Fiebelkorn, S., Breheny, D., Gaca, M. and Thorne, D. (2023). A contextualised e-cigarette
testing strategy shows flavourings do not impact lung toxicity in vitro. 380, pp.1-11. doi:https://doi.org/10.1016/
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Regulation and PMTA

The future of tobacco harm reduction has
always depended on robust science and
ensuring that this science is accessible to
audiences outside the scientific
community is critical. This need is growing
stronger than ever and consumers deserve
to understand the relative risk profiles of
these products.

In addition, perceptions of nicotine
continue to evolve; however, many
consumers—and health care professionals
—do not adequately understand the risks
associated with nicotine generally.

We strongly support a well-functioning
regulatory system within which
regulatory oversight leads to accelerated
reductions in underage tobacco use and
in tobacco-related harm. We are invested
in that system and are fully committed to
those goals.

The tobacco category is undergoing
transformational change. Smokeless
technologies like Vapour, Modern Oral and
Heated Products offer enormous potential
for moving more adult smokers to
potentially less harmful alternatives.

And this change is underscored by the
U.S. Food and Drug Administration’s
Premarket Tobacco Product Application
(PMTA) process.

PMTASs include, among other things, robust
science packages composed of analytical,
toxicological, pre-clinical, clinical, and
behavioural data to demonstrate that the
marketing of a tobacco product is
"appropriate for the protection of the public
health" and underpinned by science.

Vuse Solo (Original flavour) and Vibe/Ciro
(tobacco flavours) have previously received
marketing authorisations from the FDA
confirming that the marketing of these
products is appropriate for the protection
of public health.

These applications were the culmination

of years of scientific study and research.
The Vuse Alto PMTA, which was submitted
nearly a year after Vuse Solo, shares the
same foundational science. We are
confident in the quality of our applications.

Vaping is not harmless. But there's
overwhelming scientific agreement
it's far less harmful than smoking.
And that's what we need to compare
it with.

Dr Colin Mendelsohn

Associate Professor, University of New
South Wales, Chair, Australian Tobacco
Harm Reduction Association, 2022
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We are disappointed by the FDA’s
Marketing Denial Orders (MDOs) for Vuse

Alto’s Menthol* and Mixed Berry products.

We are challenging these denials in court
and have obtained a permanent stay of
enforcement for Vuse Alto Menthol,
allowing it to remain on the market.

We believe that public health officials,
legislators, and regulators—especially

the FDA—should be concerned about the
continued influx of illegal single-use vapour
products into the U.S. market.

It is unacceptable that these products,
marketed in youth-appealing flavours
such as Bubble Gum and Cotton Candy,
continue to be sold. We call on the FDA,
in conjunction with state and local
authorities, to strongly enforce against
these products.

We continue to look for opportunities to
innovate across our Vuse portfolio to meet
the preferences of our adult consumers,
and we continue to approach the growing
single-use product category in
aresponsible way.

Performance Summary

Vapour continued its strong momentum,
driven by Vuse. Total volume of
consumables in 2023 was up 7.0% to
654 million units, having grown 14.3% to
612 million units in 2022.

Combined with consumable pricing
(+19.9% in 2023, having been +29.5%

in 2022), this drove revenue up 26% to
£1,812 million, or 27% at constant rates
of exchange, with 2022 up 55% to

£1,436 million (or an increase of 43.8% at
2021 rates of exchange). ®n 2023, four of
the five key Vapour markets delivered a
positive new category contribution.®

Vuse maintained global Vapour value share
leadership with a full year value share of
36.1% (up 30 bps vs 2022) led by Vuse Alto.
Single-use products continue to accelerate
category growth with their convenient
format, driving consumer trial and conversion.
Vuse Go is now in 59 countries, with
positive regulatory developments enabling
our entrance into a number of emerging
markets (Colombia, Paraguay, Peru).

We consolidated our position in all Top 5
markets, driven by industry-leading
consumer acquisition up 1.5 million to
11.5 million consumers.
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Proportion of Vapour revenue
by regionin 2023

(Em)
2023 2022
£m £m
us. 1,033 913
B AmE 686 465
B APMEA 93 58
Total 1,812 1,436

We continue to have strong value share
positions in the rechargeable sub-category.
Specifically, on a full-year basis in 2023:

— Inthe U.S,, the world's largest Vapour
market, Vuse extended leadership in value
share (of total Vapour in tracked
channels) by 470 bps to 45.6%,
maintaining the momentum of 2022
which was, itself, up from 32.5% in 2021.
In 2023, revenue was up 13.1%, or 13.8% on
a constant currency basis, driven by price
increases in both consumables and
devices during the year, and by leveraging
our Revenue Growth Management tool as
a key enabler of value creation. Pricing
contributed to growth by 20.4% in 2023
and 36.4% in 2022, more than offsetting
lower consumables volume (down 6.6%
in 2023), driven by the growth of illicit
synthetic nicotine single-use products.
This followed a period of growth, as 2022
was up 10.0% to 320 million units.

—In Canada,“ volume declined 23% yet
Vuse maintained its leadership position
with total value share at 92.5%

(up 210 bps) in 2023, having grown
890 bps in 2022.

— In the UK, total Vapour value share of
the category was 10.3% (2022: 14.7%);

— In France, Vapour value share was 38.8%
in 2023, remaining flat (vs 2022);

-1In Germany**, our value share of total Vapour
was 25.9%, up 500 bps (2022: 20.9%).

Notes:

* Menthol variants accounted for approximately 65%
of total Vuse consumables in 2023.

** Following rebasing of third party databases, the 2022
value share for the Group was revised in Germany (from
21.4% to 21.1%) and in Canada (from 89.5% to 90.4%).
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Our Heated Products (HPs)

Heated Products (HPs)"
use heat to generate a
nicotine-containing
aerosol, which the user
inhales. This category
includes Tobacco Heated
Products (THP) and
Herbal Products for
Heating (HPH).

Within HP, because

the tobacco or herbal
substrate is heated instead
of burned, the resulting
aerosol comprises mainly
water, glycerol, nicotine
and flavours — different

to cigarette smoke.

31

Number of markets where the Group’s
Heated Products are sold

HP Top 12 markets -

Japan, South Korea, Italy, Greece,
Hungary, Kazakhstan, Ukraine,
Poland, Switzerland, Romania,
Malaysia and the Czech Republic.

Highlights
glo HP category volume share down
110 bps in Top 12 markets vs 2022 to
reach 18.2%.

glo consumer acquisition up 0.8 million
reaching 8.0 million.

glo consumable volume down 1.3%,
with the industry volume up 13%, with
our performance impacted by the sale
of our businesses in Russia and Belarus.

glo revenue declined by 6%.

Overview

Heated Products offer the most familiar
route for smokers to adopt a reduced-risk,
smokeless product.

To effectively compete in the Heated
Product category, more work is required to
build glo as a strong and consistent global
brand and we must transform our product
portfolio through our robust innovation
pipeline.

In terms of risk reduction, [HPs]
avoid the intake of all those
compounds that are released with
the combustion of classic cigarettes.

Dr Piero Clavario

Director of Anti-Smoking Centre and
Cardiology Department at the Azienda
Sanitaria Locale, Genoa, 2021

Notes:

Financial Statements Other Information

The Scientific Evidence*

In a cigarette, the tobacco is burned by
combustion at temperatures over 900°C,
releasing a highly complex mixture of
gases, particles and compounds and
leaving behind a grey ash. In contrast,
HPs heat tobacco or other herbal
ingredients, like rooibos, to much lower
temperatures (below 400°C).

Due to the heating, as opposed to burning,
HPs are considered reduced-risk compared
to continued smoking for those who switch
completely.

In 2018, Public Health Englandm, while
highlighting the need for more research,
found that “compared with cigarettes,
heated tobacco products are likely to
expose users and bystanders to lower
levels of particulate matter, and potentially
harmful compounds.”1

More long-term studies are needed

on HPs, which is why we conducted our
year-long clinical study to evaluate the
reduced-risk potential of glo. The 12-month
data was published in a peer-reviewed
journal in August 2022%,

This study showed that smokers who
switched from cigarettes to the exclusive
use of glo significantly reduced their
exposure to certain toxicants and
indicators of potential harm related to
several smoking-related diseases, in some
measures to a level found in participants
who had stopped smoking entirely.

* Based on the weight of evidence and assuming a complete switch from cigarette smoking. These products are not risk

free and are addictive.

** Key HP markets are defined as the Top 12 markets (excl Russia) by industry volume. They were adjusted in 2023, with
more established HP markets Kazakhstan, Romania, Switzerland and Malaysia introduced and Russia removed.
Accordingly, glo's category volume share for 2022 was rebased on the new definition from 19.4% to 19.2%. Top 12
markets by volume are Japan, South Korea, Italy, Greece, Hungary, Kazakhstan, Ukraine,

Poland, Switzerland, Romania, Malaysia and the Czech Republic. These markets account for c. 85% of global industry

HP volume in 2023.

*** Public Health England (PHE) was replaced in Oct 2021 by the UK Health Security Agency and Office for Health

Improvement and Disparities.

1. McNeill A, Brose LS, Calder R, Bauld L, Robson D. Evidence review of e-cigarettes and heated tobacco products 2018.
A report commissioned by Public Health England. London: Public Health England, 2018.

2. Gale, N., McEwan, M., Hardie, G., Proctor, C.J. and Murphy, J. (2022). Changes in biomarkers of exposure and biomarkers
of potential harm after 360 days in smokers who either continue to smoke, switch to a tobacco heating product or quit
smoking. Internal and Emergency Medicine. doi:https://doi.org/10.1007/s11739-022-03062-1.
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Designed with Purpose

Hyper pro is our newest and most
premium version of Hyper, introduced to
expand glo™ to address the needs of the
HP consumers.

Hyper pro meets their needs for enhanced
sensory satisfaction and familiar ritual, with
a premium and exclusive device that
projects their identity and status.

Featuring our new HeatBoost™ technology
delivers superior taste satisfaction, a step
up on immediacy, more intense boost taste
mode and longer session, compared to
earlier Hyper devices. Paired with our new,
upgraded blended tobacco stick range and
our veo tobacco-free herbal stick novel
flavour range with capsule, it delivers an
enhanced experience compared to other
Hyper products.

Hyper pro is a smart and intelligent device
equipped with a progressive EasyView™
display for interactive and intuitive control
of the experience through a simple screen
interface displays the selected taste mode,
session progress and battery power. The
device has better palm fit and convenience
in use with a TasteSelect dial enabling one
move to open the shutter and select the
taste mode. This is also combined with the
convenience of a faster charge than other
Hyper products.

The Hyper pro launched in December 2023
in ltaly and Poland, at premium pricing in a
range of five stylish colours.

We continue to expand our geographic
footprint with glo now available in 31 markets.

veo is our latest innovation in offering a
reduced-risk alternative to adult smokers
in 11 markets, and we were the first major
tobacco company to launch in the tobacco-
free segment.

Strategic Report Governance Report

Performance Summary

Impacted by the sale of the Group's
businesses in Russia and Belarus in 2023
(which negatively impacted performance
by 2.5 billion sticks, partly due to the timing
of the sale partway through the year and
a lower underlying performance as we
reduced investment and focus on Russia),
total consumable volume declined 1.3% to
23.7 billion sticks in 2023 having grown
26% (to 24.0 billion sticks) in 2022.

In 2023, glo HP category volume share
in the Top 12 markets, declined 110 bps
t0 18.2%. Growth in Poland and the Czech
Republic was more than offset by the
highly competitive markets of Japan,
South Korea and Italy.

Revenue declined 6.0% to £996 million
(2022: up 24.3% to £1,060 million), largely
due to the sale of the Group's businesses
in Russia and Belarus partway through
the year and a lower underlying
performance as we reduced investment
and focus on Russia, which acted as a drag
on performance by £75 million. Excluding
the impact of the relative movements in
sterling, at constant rates of exchange
revenue declined 2.5% in 2023, compared
to an increase of 26.7% in 2022.

In AME, which has seen strong industry
volume growth of 17% in 2023 (2022: 31%),
our consumable volume declined 7.5% to
11.1 billion sticks, having grown 43% in 2022.
The decrease in 2023 was largely due to
the sale of the Group's businesses in Russia
and Belarus which, along with lower
underlying performance in Russia,
negatively affected volume by 2.5 billion
sticks, more than offsetting higher volume
in Poland, ltaly, Romania and the Czech
Repubilic.

Accordingly, in 2023, revenue increased
by only 2.3%, or 3.0% at constant rates of
exchange, having grown 69% (or 65% at
constant rates of exchange) in 2022. AME
now represents 47% of our global HP
volume. The timing of the sale of Russia
and Belarus was a £75 million negative
drag on the revenue performance in 2023,
offsetting a good performance in the
remainder of the region supported by the
portfolio laddering strategy and volume
share gains in key markets.
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Proportion of HP revenue
by regionin 2023

(Em)
2023 2022
£m £m
us. 0 0
B AmE 505 494
B APMEA 491 566
Total 996 1,060

In APMEA, where the most mature HP
markets are, our consumable volume grew
4.9%, having grown 12.3% in 2022. Revenue
was down 13.2% (2022: up 1.1%) being a
decline of 7.3% (2022: 7.0% higher) at
constant exchange. 2023 was impacted
by the price repositioning in the highly
competitive Japanese market, with both
2023 and 2022 negatively affected by the
final steps in the five-year excise
harmonisation programme. Pricing was
therefore a negative drag on the regional
HP performance by 12.2% in 2023, having
also negatively impacted 2022 by 5.3%.
glo's volume share in Japan started to
stabilise in the second half of 2023, driven
by the activation of our commercial plans
and positive uptake post successful launch
of glo Hyper Air in the second half of the
year. 2022 growth was driven by higher
volume and consumable pricing.

In Japan, glo’s volume share of total HP
and combustibles was 7.4%, flat on 2022
(2022: 7.4%), as consurmers continue to
switch to reduced-risk alternatives to
cigarettes, with our HP category volume
share at 18.3%, down 170 bps from 20.1%
in 2022.

glo Hyper Air (our lightest device to date),
is now in 23 markets, delivering positive
results. We continue to expand our
geographic footprint with glo now available
in 31 markets.

Note:

* Based on the weight of evidence and assuming
a complete switch from cigarette smoking. These
products are not risk free and are addictive.
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Our Modern Oral Products

Inrecent years, a new
category ¢ of Modern Oral
products has emerged.

These come in the form
of tobacco-free nicotine
pouches that are placed
under the lip so that
nicotine can be effectively
absorbed.

34

Number of markets where the Group’s
Modern Oral Products are sold

Modern Oral Top 5 markets "
the U.S., Sweden, Norway, Denmark
and Switzerland.

Berry
Frost

('Y Yele!
Micotine
Pouches

Highlights

Continued strong global volume growth
(up 33.6%), with consumer numbers up
0.7 million to 3.3 million.

Category volume share in key Top 5
markets was 28.0%, down 240 bps,
driven by a decline in the highly
competitive U.S. market.

Continued strong growth in Pakistan
and Kenya, supporting future Emerging
Market ambitions.

Volume share leadership in Modern Oral
in AME at 67.0%, with continued market
leadership (through Velo) in 14 European
markets.

AME revenue up 41.5%, with volume
up 36.5%.

Overview

The Modern Oral category has a clear
runway for growth in markets with
established oral nicotine consumption.
Markets like the U.S. and the Nordics are
examples of this as consumers already have
the experience of Traditional Oral products.

However, the key challenge in unlocking the
category's potential in new markets relates
to how the oral nicotine product is used,
which is different to how nicotine has
previously been consumed, namely through
inhalation.

Building a portfolio of strong brands and
products/ranges to accelerate consumer
adoption is fundamental to establishing

a leading, global Modern Oral business.

Notes:
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The Scientific Evidence’

Modern Oral nicotine pouches build upon
the extensive scientific evidence available
for snus, including long-term studies"”
which demonstrate that snus use is
associated with less risk of many diseases
compared with cigarette smoking.

Modern Oral products, however, are designed
to offer adult consumers an improved,
reduced-risk ' alternative, with many
Modern Oral products manufactured as
tobacco-free.

Laboratory chemical studies for our
Modern Oral products show they produce
substantially Iower levels of toxicants than
C|garette smoke® and lower levels than
snus” — a traditional oral tobacco product
which is already regarded as a reduced-
risk " alternative to smoking.

Toxicology tests assessing the biological
effects of our Modern Oral products on
laboratory cells also show they have
reduced ef—fects relative to cigarettes
and snus”.

Published in 2022, results from our
innovative cross-sectional clinical study
showed that exclusive Velo users had
substantially lower exposure to tobacco
toxicants, and significantly better results
for indicators linked to smoking-related
diseases, compared with smokers. In 2023,
in a study where daily smokers were
provided with Velo, the majority of
participants significantly reduced their
daily cigarette use.

On the basis of our evidence and informed
by the wealth of independent evidence
regarding snus, switching completely to
Modern Oral products can be expected to
reduce the risk of smoking related disease
when compared to continued smoking. f

Oral nicotine pouches, used as
recommended, as areplacement for
smoking, would be associated with
areduction in overall risk of adverse
health effects.

UK Government
Committee on Toxicity 2023

1. Ramstrom L, Borland R, Wikmans T. Patterns of Smoking and Snus Use in Sweden: Implications for Public Health. Int J
Environ Res Public Health. 2016 Nov 9;13(11):1110. doi: 10.3390/ijerph13111110. PMID: 27834883; PMCID: PMC5129320.
2. Sohlberg, T., Wennberg, P. Snus cessation patterns - a long-term follow-up of snus users in Sweden. Harm Reduct J 17,

62 (2020). https://doi.org/10.1186/s12954-020-00405-z

3. Gaca, Marianna, et al. "Bridging: accelerating regulatory acceptance of reduced-risk tobacco and nicotine
products." Nicotine and Tobacco Research 24.9 (2022): 1371-1378.

4. Azzopardi, David, Chuan Liu, and James Murphy. "Chemical characterization of tobacco-free 'modern' oral nicotine

5.

pouches and their position on the toxicant and risk continuums." Drug and chemical toxicology 45.5 (2022): 2246-2254.
East, N, et al. "A screening approach for the evaluation of tobacco-free ‘modern oral’ nicotine products using Real Time Cell
Analysis." Toxicology Reports 8 (2021): 481-488, and Bishop, E., et al. "An approach for the extract generation and
toxicological assessment of tobacco-free ‘modern’oral nicotine pouches." Food and chemical toxicology 145 (2020): 111713.

** Key Modern Oral markets are defined as the Top 5 markets by industry revenue, being the U.S., Sweden, Norway,

Denmark and Switzerland and accounting for ¢.85% (2022: ¢.80%) of total industry revenue.
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Our Products

Our Modern Oral products are white in
colour and contain high-purity nicotine,
water and other high-quality food-grade
ingredients, including plant-based fibres,
flavouring and sweeteners.

Originating in Scandinavia, Velo is now a
leading global brand of nicotine pouches.
These typically appeal to a broader
audience than Traditional Oral tobacco
because of their attractive price
positioning. With comparatively lower
excise rates (versus Traditional Oral and
combustibles), Modern Oral generally has
higher margins than Traditional Oral.

Our Velo product range spans across
both mint and fruit flavours and are sold
in various nicotine strengths, from 4mg
to 17mg of nicotine per pouch.

We are also delivering a step change in
Modern Oral manufacturing. Truly living
our ethos, our Modern Oral factory in
Pécs, Hungary, put together a bold plan
to implement food industry standards
for Modern Oral manufacturing.

With a cross-functional team across
quality, production, engineering and EHS
teams delivering technical changes and
process improvements, Pécs became the
first site in BAT’s history to obtain the
ISO 22000 certification for food safety
management systems.

We have also built and recently
commissioned a new facility in Trieste, Italy
that will further enhance our capabilities
and provide additional capacity (in Modern
Oral and HP).

In line with the Group's sustainability
ambitions, Velo plastic cans are being
upgraded to use single polymer plastics,
with the use of bio-based materials also
being trialled to achieve International
Sustainability and Carbon Certification.

Strategic Report Governance Report

Performance Summary

2023 maintained the momentum from
2022 with growth in volume and value.
Volume was up 33.6% to 5.4 billion
pouches, having grown 21.7% to 4.0 billion
pouches in 2022.

Revenue increased 35% to £539 million
(2022: up 45% to £398 million). Excluding
the impact of foreign exchange, this was

an increase of 39% in 2023 and 46% in 2022,
as price/mix was up 5.4%, after the increase
of 23.9% in 2022.

Volume share of the Modern Oral category
in our Top 5 markets was 28.0%, down
240 bps compared to 2022, driven by

the U.S. where we continue to await the
outcome of our PMTA submission for our
successful European product, Velo 2.0.

In the U.S., our volume share of Modern Oral
declined by 200 bps with volume down 1.3%
to 297 million pouches (2022: down 50% to
301 million pouches). We expanded our
geographic coverage in the U.S. and
continued to innovate, including the launch
of our fusion and sensations ranges,
tailored to meet the needs of local
consumer tastes and preferences.

Revenue declined in 2023 to £25 million,
as the Group reinvested in trade activation
plans leading to a decline in net pricing
(including trade incentives) of 30.5%.

The Group had reduced such activity in
2022 with a resultant increase in revenue
to £36 million in that year.

The U.S. market remains highly competitive,
with current low moisture product
formulations continuing to result in low
levels of adult consumer numbers and high
polyusage.

We are encouraged by the strong results
from our recent Velo pilot in New York,
including a more premium brand
expression and design, with a national
roll-out to commence in 2024.

In our key markets outside the U.S., we
maintained clear Modern Oral category
volume share leadership, despite a decline
of 170 bps to 67.0%

In AME, we maintained volume share
leadership in 14 markets. Revenue increased
by 41.5% (2022: up 29.9%) or 44.6% (2022: up
31.6%) at constant rates of exchange. Price/
mix was positive in both years, at +8.1% in
2023 and +1.1% in 2022. The higher revenue
was driven by volume growth (up 36.5% in
2023 and 30.5% in 2022) due to continued
consumer acquisition.

As the Modern Oral category continues

to grow and becomes more established in
Europe, we continue to see strong growth
in adult consumer numbers. In Sweden,
Velo is the largest (by volume share) of any
snus or Modern Oral nicotine pouch

brand .
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Proportion of Modern Oral
revenue by regionin 2023

(Em)
2023 2022
£m £m
us. 25 36
B AmE 482 341
B APMEA 32 21
Total 539 398

We have been engaging with governments
and other regulatory agencies and we are
encouraged by the recently announced
government regulatory proposals in
Hungary, Finland, Lithuania, Iceland and
Serbia. These markets join an evolving
group of countries (including Sweden,
Denmark, Estonia, Slovakia and the Czech
Republic) that have issued bespoke
regulation for the Modern Oral Category,
that is aligned to our Tobacco Harm
Reduction strategy.

For example, in APMEA our volume grew
36.2% and our revenue grew 50.3% (being
70.8% at constant rates), mainly driven by
strong volume performances in Pakistan
and Kenya. In Pakistan, through stronger
consumer acquisition, we have achieved
our highest active consumer base (as a %
of population) in Modern Oral globally. In
Kenya, our accelerated national roll-out in
January 2023 has driven a near fourfold
increase in adult consumer numbers.

Together, our learnings from these two
markets give us confidence in our ability to
unlock the Emerging Markets opportunity
for Modern Oral going forward.

We continue to seek opportunities and
develop the category in other markets as
we believe that Modern Oral is an exciting
longer term opportunity to commercialise
reduced risk products .

Notes:

* Based on the weight of evidence and assuming
a complete switch from cigarette smoking. These
products are not risk free and are addictive.

1t Our Vapour product Vuse (including Alto, Solo, Ciro
and Vibe), and certain products including Velo, Grizzly,
Kodiak, and Camel Snus, which are sold in the U.S., are
subject to FDA regulation and no reduced-risk claims will
be made as to these products without agency clearance.

** Source: Kantar New Category Tracker.
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Our Traditional Oral Products

The most common
products in Traditional
Oral are largely moist oral
tobacco popularin the

Our Products

We also sell a range of Traditional Oral
products, including Swedish-style snus

and American moist snuff, available in loose
tobacco form or as pre-packed pouches.
We have long sold snus in Sweden and
Norway through our Fiedler & Lundgren

U-S-; with the main business, whose brands include Granit
brands being Grizzly and Mocca; and in the U.S. we market snus
and Kodiak under the Camel brand. Our American

These products are less
finely ground than another
Traditional Oral product
referred to as Swedish-
style snus. Both of these
Traditional Oral products
are available in loose form,
as well as in pre-packed
pouches.

\VARNING: This product
can cause gum disease
and tooth loss.

moist snuff products include our flagship
Grizzly brand, as well as the premium
moist snuff brand Kodiak.

During 2022, the decision was taken to
withdraw the Modified Risk Tobacco
Product (MRTP) applications for Camel
Snus, as we have adjusted our near-term
priorities and are focusing on providing

a diverse portfolio of New Category
products in line with our global harm
reduction strategy.

We remain committed to offering

. .+t
potentially reduced-risk ' products that help
adult smokers migrate from combustible
cigarettes while meeting the evolving needs
of other adult nicotine consumers.

Performance Summary

Total revenue decreased 3.8% to
£1,163 million (2022: up 8.2% to
£1,209 million).

Translational foreign exchange impacted
both years, being a headwind in 2023 of
0.7% (compared to a tailwind of 10.5% in
2022) due to the relative movement of
sterling. On a constant rates basis, revenue
fell 3.1% in 2023 having declined 2.3%

in 2022. In 2023, volume was lower (down
10.3%) than the prior year (at 6.6 billion stick
equivalents), following a decline of 8.3% in
2022. While pricing remained strong in both
years (2023: +7.2%; 2022: +6.0%), this was
more than offset by the volume decline.

In the U.S,, which accounts for 96.9% of
the Group’s revenue from Traditional Oral,
volume declined 10.9% in 2023 (2022: down
8.1%). The higher decline rate in 2023 was
in part due to the normalisation of
inventory levels (being a drag of 1.7%). Both
2023 and 2022 were negatively impacted
by strong macro-economic headwinds
leading to downtrading, accelerated cross-
category switching and reduced
consumption.

Value share of Traditional Oral was up

40 bps (2022: down 50 bps), while volume
share was down 20 bps (2022: down

70 bps).

Outside the U.S., being 3.1% of the Group's
revenue from the category, volume was
5.2% lower in 2023, driven by Sweden
where the Group’s volume share (as a
proportion of total oral) declined 50 bps
(2022: declined 10 bps). This decline was
due to the launch of the Lundgrens Modern
Oral product and higher pricing of Granit

Proportion of Traditional Oral
revenue by regionin 2023
(Em)

2023
£m

2022
£m

us. 1,127

1174

B AmE 36

35

B APMEA —

Total

1,163

1,209

Notes:
* Based on the weight of evidence and assuming

a complete switch from cigarette smoking. These

products are not risk free and are addictive.

to drive value. t+ Our Vapour product Vuse (including Alto, Solo, Ciro

and Vibe), and certain products including Velo, Grizzly,
Kodiak, and Camel Snus, which are sold in the U.S., are
subject to FDA regulation and no reduced-risk claims will
be made as to these products without agency clearance.
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Our Combustible Products

We are focused on
driving value from our
strategic brands of
Dunhill, Kent, Lucky
Strike, Pall Mall,
Rothmans, Newport
(U.S.), Natural American
Spirit (U.S.) and Camel
(U.S.), which now
account for 66% of our
combustible volume.

Our combustibles business
is founded on understanding
and meeting the preferences
of adult smokers in all parts
of the world.

[

Highlights

Group value share was down 40 bps,
driven by the U.S., down 60 bps, and
APMEA, down 60 bps, partially offset
by AME, which was flat versus 2022.

VVolume share flat versus 2022.

Strong price/mix +7.5%.

Value and Volume Share

Group cigarette value share was 40 bps
lower in 2023 (2022: flat), mainly driven by
the U.S. (down 60 bps). This combined with
lower cigarette value share in Japan, Brazil,
South Korea, New Zealand, Australia and
Canada, was partially offset by higher value
share in Mexico, Italy, Bangladesh,
Germany, Spain and France.

Group cigarette volume share was

flat in 2023 (2022: down 20 bps). In 2023,
the Group grew volume share in
Bangladesh, Ukraine, Mexico, Italy, Spain,
Pakistan, France, Colombia and Germany.
However, this was offset by Japan, Brazil,
South Korea, the U.S,, Switzerland,
Australia, the Czech Republic, Canada and
Romania. In 2022, this was a decrease of
20 bps driven by lower volume share in
Brazil, Bangladesh, the U.S., South Korea,
Russia, Poland, Romania, Canada and
Germany, more than offsetting growth in
Japan, Pakistan, Colombia, Spain and Saudi
Arabia.

38

Number of cigarette
factories in 36 countries

Change in cigarette value share
in key markets (bps)

-40bps

2023 |G -40

2022 flat

Definition: Annual change in cigarette value

share — being the value of cigarettes bought by
consumers of the Group’s brands in key markets as
a proportion of the total value of cigarettes bought
by consumers in those markets (see page 333).
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Volume Performance

In 2023, Group cigarette volume was down
8.2%, at 555 billion sticks (2022: down 5.1%
to 605 billion), with the total cigarette
market returning to a more normalised
decline of 11%, having been largely stable

in 2022.

Volume declined in the U.S. in both 2023
and 2022 (discussed below). Both years
were also impacted by disposals partway
through the year (or in the comparison
year) as the Group disposed of its
businesses in Russia and Belarus in 2023
and Iran partway through 2021.

In 2023, volume was also down in Pakistan,
driven by significant excise increases.

This was partly offset by volume growth

in Bangladesh, Brazil and Tdurkiye.

In 2022, volume was down in TUrkiye,
Germany, Nigeria and Chile, largely due to
anincrease in illicit trade and a return to
more normalised market performance post
COVID-19. In addition, volume grew in both
years in Brazil (due to lower illicit trade)
and Bangladesh (due to the strength of
the local portfolio). Also in 2022, as travel
restrictions started to relax, our Global
Travel Retail business began to recover,
having negatively impacted Group
cigarette and HP volume by an estimated
1.0% compared to pre-pandemic levels.

In the U.S., industry volume declined 7.5%,
having declined 10% in 2022, largely driven
by macro-economic pressures impacting
consumer behaviour. As a result of our
premium-skewed portfolio, combustibles
volume was down 11.4% (2022: down 15.4%
to 59 billion), with downtrading driving a
greater proportional effect on the Group. In
addition, cigarette volume was negatively
impacted by the flavour ban in California
and the increase of solus-usage of
alternative nicotine products, driven by the
growth of illicit single-use Vapour products.

The movement in 2022 was partly impacted
by trade inventory movements (mainly
linked to the timing of price increases and
uncertainty about a potential excise
increase) in the final quarter of 2021, which
benefited 2021 by an estimated £200 million
and was partially unwound in 2022.

Change in cigarette volume share
in key markets (bps)

flat

2023 flat
2022 -20 -20

Definition: Annual change in cigarette volume
share — being the number of cigarettes bought

by consumers of the Group’s brands in key markets
as a proportion of the total cigarettes bought by
consumers in those markets (see page 333).
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Our Combustible Products

Continued

Regulation

On 29 April 2021, the FDA announced it
was in the process of advancing a tobacco
product standard banning menthol as a
characterising flavour in cigarettes.

On 1August 2022, our U.S. business
submitted a detailed comment opposing
the proposed rule.

On 15 June 2023, the Biden Administration
released its Spring Unified Agenda, which
indicated a final rule would be published in
August 2023.

On 13 October 2023, the FDA transferred
the final proposed rule to the Office of
Management and Budget (OMB) for
review.

On 13 November 2023, our U.S. business
met with the OMB to address the rule’s
significant flaws and to recommend that
the OMB return the rule to the FDA for
reconsideration given, among other things,
the expected growth of the illicit market
that would result from the proposed
menthol ban.

On 6 December 2023, the Biden
Administration released the Fall 2023
Unified Agenda, which now indicates that
the Administration expects to issue the
final rule in March 2024; however, the
Administration is not bound by this
timeline. The U.S. business will evaluate
any final rule, if, and when, it is issued.

We have been clear that a ban on menthol
cigarettes would harm, not benefit, public
health.

Published science' indicates that:

— menthol cigarettes do not present any
greater risk of smoking-related disease
compared to non-menthol cigarettes;
and

— the weight of scientific evidence does not
indicate that menthol cigarettes adversely
affect initiation, dependence, or cessation.

Additionally, evidence from other markets
where similar bans have been imposed
demonstrates no impact on overall
cigarette consumption because smokers
switch to non-menthol cigarettes, turn

to the illicit market, and resort to product
tampering.

Aban on menthol is contrary to the FDA's
stated goal of reducing the health effects
of tobacco use. Our U.S. business will
continue to participate in consultation and
will likely challenge this unsupported and
counterproductive rule in court if, and
when, it is released.

In December 2022, the sale of all tobacco
products with characterising flavours
(including menthol) other than tobacco
was banned in the State of California. This
negatively impacted the Group's volume in
in the U.S. in 2023 and the Group will
continue to monitor the impact in the
coming periods.

Strategic Brand Performance

In 2023, strategic cigarette brands' value
share was down 30 bps (2022: up 10 bps):

— Dunhill's overall value share was flat
(2022: flat) as growth in Brazil, Saudi
Arabia and South Africa was offset by
declines in South Korea, Malaysia,
Pakistan and Australia. Volume was 0.9%
higher (2022: up 7.3%), largely driven by
Brazil and Indonesia;

— Kent’s value share was down 10 bps
(2022:10 bps down) as growth in Poland
and Chile was offset by lower value share
in Brazil, Japan, Romania, South Korea,
Netherlands, Malaysia and South Africa.
Volume was down 9.4% (2022: down 6.1%)
as growth in TUrkiye and Poland was more
than offset by lower volume in Brazil and
Japan. 2023 was also impacted by the sale
of the Russian and Belarusian businesses
(partway through the year) while 2022
was impacted by the sale of the Iranian
business partway through 2021,

— Lucky Strike’s value share grew 40 bps
(2022: up 60 bps), as growth in the U.S,
Chile, Bangladesh, Italy, Spain, France and
Colombia more than offset lower value
share in Japan, Germany, Mexico and
Poland. Volume grew 16.7%

(2022: up 14.5%) driven by Russia, the
U.S., and Brazil, partially offset by Japan;

— Rothmans’ value share was flat
(2022: flat) as growth in Romania, Italy,
the Czech Repubilic, Brazil, New Zealand,
Malaysia and Colombia was offset by
lower value share in Poland, Pakistan,
Australia, the UK and Saudi Arabia.
Volume was 14.6% lower (2022: 5.1%
down) as growth in Brazil, and Romania
was more than offset by lower volume
in Russia, Yemen and Pakistan; and

Pall Mall's value share was 30 bps lower
(2022: 40 bps down) as growth in
Pakistan, Canada, Mexico and the
Netherlands was more than offset

by lower value share in the U.S,, Chile,
Romania, Australia and Poland. Volume
was down 15.9% (2022: down 9.5%)
largely driven by Pakistan and the U.S..

The Group’s U.S. domestic strategic
combustible portfolio was 60 bps down:

— Newport value share decreased 50 bps
(2022: up 10 bps), while volume declined
14.7% (2022: down 17.0%);

— Natural American Spirit performed
well with value share up 30 bps
(2022: up 10 bps). Volume was 3.5%
down (2022: down 9.2%); and

— Camel’s value share declined 50 bps in
the U.S. (2022: down 30 bps) with volume
14.0% down (2022: 15.7% down), driven
by competitive pricing pressures.

Volume of other tobacco products (OTP)
declined 11.0% to 14.8 billion sticks equivalent
(2022:10.3% decline), being 3% of the
Group's combustible portfolio (2022: 3%).
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Proportion of combustibles
revenue by regionin 2023

(Em)

2023 2022
£m £m
us. 9,744 10,470
B AmE 7,614 7,588
M APMEA 4,750 4,972
Total 22,08 23,030

Revenue

In 2023, revenue from combustibles

was down 4.0% at £22,108 million

(2022: £23,030 million, up 4.5%). Pricing
in both years was strong with price/mix in
2023 at 7.5% and 4.6% in 2022. However,
this was offset by the decrease in volume
in both years as described earlier.

Revenue is affected by the relative movement
of sterling against the Group's reporting
currencies. In 2023, this was a translational
foreign exchange headwind of 3.2%,
compared to a tailwind of 5.1% in 2022.

Also in 2023, revenue was impacted by
a combination of lower comparative
performance from Russia and the sale
of the Group's businesses in Russia and
Belarus partway through the year, which
in aggregate acted as a negative drag on
performance by £380 million.

After adjusting for the currency headwinds,
revenue from combustibles at constant
rates of exchange was down 0.8% to
£22,846 million, having declined by 0.6%

in 2022.

Amortisation of the U.S.
Combustibles Brands

Following a review of the Group's
performance expectations in the U.S.
reflecting continuing macro-economic
headwinds, with effect from 1 January
2024, the Group's indefinite-lived
combustible brands will be amortised
on a straight-line basis over periods not
exceeding 30 years.

In 2024, and the immediate years following
this change in accounting estimate, the
expected impact is an increase in annual
amortisation expense of £1.4 billion.

Note:

1. Scientific evidence available at www.regulations.gov/
comment/FDA-2021-N-1349-175111
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Beyond Nicotine

Highlights

As consumers increasingly seek products
offering wellbeing and stimulation
characteristics, our venturing unit,
Btomorrow Ventures (BTV), is working with
selected third parties to strengthen our
positioning for this market.

Our well-established market research has
given us a detailed understanding of
consumer needs, allowing us to invest in,
acquire and develop natural ingredients i ackronika W
and new delivery formats that satisfy
these needs.

We believe our supply chain strengths and

trade market capabilities mean that, when _+§<"° aane
ready, we can deliver associated products < €M Venture Capital
to consumers at speed and scale. slacrrnatol &5

BTV has completed 25 investments

(with three successful exits) since its

launch in 2020, and continues to invest

in innovative, consumer-led new sciences o @

and technologies, and sustainability to platoscience
support the Group’s transformational PHILTES nevrostimulatior

strategy for A Better Tomorrow™.

Throughout 2023, BTV has continued to
support its portfolio of companies with a
number of follow-on investment rounds

and commercial partnerships with BAT, tru @ e o
including investments in a UK-based
bioplastics company, FlexSea, a U.S.-based
organ-on-a-chip technology company,

Hesperos Inc., and in a Brazilian moment BISCKHEAD

supplements company, Mais Mu.

B eyo n d The Group also entered into a joint

venture with Charlotte’s Web, a leading
u ] U.S. producer of hemp extract wellness = e
N Icotl ne products, contributing US$10 million to m.re: VIca ra'
this joint venture as an initial investor in
As well as offering less exchange for 20% of the equity in the

5 . ;
rlsky t nicotine-based new entity (De Floria LLC).

. As discussed in note 27 in the Notes on ==}
alternatives, we see a the Accounts on page 279, in November - tra It HESPEROS

new range of non-nicotine- 2023, the Group announced the signing

based pI’OdUCtS forming gf an agreement for a further proposed
investment in Organigram of

an expandlng part of CADS$125 million (approximately

our portfolio_ £75 million), across three tranches, with
approvals received from the shareholders
of Organigram on 18 January 2024.

\!{_
{ youvi

UNROOTED

o

Based on Organigram’s current
outstanding share capital, this investment
will increase the Group’s equity position
from ¢.19% to ¢c.45% (restricted to 30% @de
voting rights) once all three tranches have (&) Open Book Extracts e®
been completed. On 24 January 2024, & ParallclDots
BAT made the first tranche investment
of CADS$41.5 million (£24.1 million).

The Group has continued to explore
Beyond Nicotine through our subsidiary @ KANVAS M
The Water Street Collective Ltd, with e
a series of pilot launches of our own

BoteS] ) ) ) functional shot brand, Ryde, offering a
* Based on the weight of evidence and assuming . Lo

a complete switch from cigarette smoking. These SCIentlﬁca”y formulated range of Energy’

products are not risk free and are addictive. Focus and Relax products in two markets u FlexSea
t Our Vapour product Vuse (including Alto, Solo, — Australia and Canada.

Ciro and Vibe), and certain products, including Velo,

Grizzly, Kodiak, and Camel Snus, which are sold P Find out more at

in the U.S,, are subject to FDA regulation and no www.btomorrowv.com

reduced-risk claims will be made as to these
products without agency clearance.
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Strategic Report Governance Report

Dynamic Business

Strategic Pillar Overview

Dynamic Business

The Dynamic Business
pillar envisages a future-fit,
data-driven organisation;
ensuring we are efficient
and effective in all of our
operations.

This will ensure that we
deliver financial flexibility
to invest in our business,
people and products to
win in a fast changing
environment and deliver
superior returns to our
investors.

The key building blocks of the
Dynamic Business pillar are:

Exciting, Winning Company

Our commitments

under Dynamic Business:
Creating a diverse, inclusive and
people-oriented place to work
Being data-driven and delivering

operational excellence/cost
management

An Exciting and Winning Company

A Better Tomorrow™

Delivering our refined corporate strategy
requires a renewed people strategy, one that
is human-centric, enables high performance
and accelerates the building of skills and
capabilities for multi-category growth.

Recognising that it is our people who will
deliver our refined strategy, we took the
opportunity during 2023 to revise our
corporate values.

Six 'values' now replace our ethos and will
be embedded across the Group to ensure
all our people understand what is expected
of them to help us Build a Smokeless
World. The six 'values' are:

— Truly inclusive

— Empowered through trust
— Stronger together

— Love our consumer

— Passion to win

— Do the right thing

Employer brand

Our focused efforts in the past years have
helped us build a compelling talent brand,
attracting 1.5 million LinkedIn followers and
being recognised for the sixth consecutive
year as a Global Top Employer by the Top
Employers Institute.

As a result, since 2019, we have onboarded
around 3,000 hires with new capabilities
critical to delivering our business strategy.
We will continue:

— Building an exceptional talent brand that
attracts broad talent pools;

— Delivering desirable experience for hiring
managers, recruiters, and candidates,
by accelerating our adoption of smarter
technology solutions;

— Improving hiring capabilities to fit an
ever-changing external talent landscape;
and

— Ensuring data-driven decision making
and expanding our external partnership
reach to meet our hiring needs.

High performance and reward

Our reward agenda has been developed
to be globally aligned yet locally relevant
across our business.

This ensures there is a singular focus and
line of sight between our executive team
and colleagues in all our End Markets.

Looking ahead, we will also focus on:

— Redefining our definition of employee
“Performance”, pivoting to recognise
and reward both high impact results
and leadership behaviours;

— The design of our variable pay
programmes, ensuring they continue
to be contemporary and attractive and
enable the delivery of our refined
strategy; and

— Further strengthening our employee
health and wellbeing propositions, in
support of our D& and sustainability goals.
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Capabilities and learning
Since 2020, we have seen significant
growth in learning across BAT.

The average number of hours spent
learning by each BAT manager has doubled
and the amount invested in learning for all
our employees has increased by a third.

In parallel to this, we have continued to
refresh and grow our leadership and
functional L&D programmes, increasing
the size of our portfolio by 25% since 2020.
The focus of the next few years will be on:

— Defining the skills profile of the
organisation and analysing skills gaps,
to facilitate skills-oriented workforce
planning, including role based learning
solutions;

— Capability development in advanced
multi-category skills & Transformational
leadership capabilities; and

— Using technology such as Al and
enhancements in Learning Experience
Platforms and Learning Management
Systems to innovate our employee
learning experience, delivery channels
and learning content.

Inclusion and diversity

At BAT, we are proud to be a diverse global
organisation that encourages our people to
value their differences.

In 2020, BAT set new global 2025 Diversity
& Inclusion ambitions focused on gender
representation at both Senior Leadership
and Management levels, diversity of
experiences and nationality representation
within the Senior Leadership teams.

While we have made progress, we need
to embrace a wider focus on championing
inclusion and achieving equity within our
workplace and beyond.

A comprehensive and structured
framework to further enhance inclusion,
diversity and equity will be put in place,
focusing on four key areas:

— Revised global ambition and KPIs moving
towards a broader framework of equity
and inclusion with the aim of increasing
gender and ethnically diverse
representation in our Management
teams as well as our Senior Leadership
populations;

— Policies, practices, and enablers which
are best in class and holistic, addressing
diverse life-stage and employee needs;

— Enhanced approach to building Inclusive
Leadership focused on sponsorship, role
modelling and walking the talk; and

— Our holistic D&l agenda which goes
beyond the workplace and into the
communities we serve, and partners
we work with.

+ For more information on our Employees, Diversity
and Culture, see page 88
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Operational Excellence

Focus areas

Delivering on our refined corporate
strategy and Building a Smokeless World
will require greater focus on our global
execution. This includes getting the U.S.
back to growth, where and how we allocate
resources at a regional and market level,
and driving greater productivity while
reducing complexity.

Getting the U.S. back to growth
In 2023, we completed a deep and
thorough review of our U.S. business.

Recognising its importance to our future
growth, we will continue to invest there
and focus on sharpening our portfolio
management, strengthening our route-to-
market, and further leveraging our broad,
digitally enabled, revenue growth
management capabilities.

We are confident this will drive quality
growth over the longer-term and ensure

greater resilience through economic cycles.

Strategic Report Governance Report

Dynamic
Business

Driving productivity and growth

As part of our digital transformation, we
are driving the increasing use of data to
become a data-driven organisation. Our
focus is on the effective and efficient
delivery of our market-leading products
and innovations to satisfy consumers, drive
growth and create value and Build a
Smokeless World.

To meet the challenges of the modern
world, we continue to invest in technology
to become a more efficient and effective
business, with Al-enabled, data-driven
systems and ways of working to match.

Three focus areas will be key to driving
progress under the Operational Excellence
pillar of our refined corporate strategy:
optimising our manufacturing operations;
reducing complexity in our ways of working
and processes, including using of Al and
data enabled technology; and our Global
Business Services (GBS) Centres of
Excellence.

At-scale operations

We have a global manufacturing footprint
designed to ensure an efficient supply
chain across both combustible and
smokeless products.

Manufacturing tobacco and nicotine
products is a large-scale operation and
we have state-of-the-art manufacturing
facilities all over the world.
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In 2023, the Group manufactured
cigarettes in 38 factories in 36 countries.
Our factory outputs and facilities vary
significantly in size and production
capacity. We also have manufacturing sites
for our range of smokeless products.

In line with our corporate commitment

to fight climate change, our factories have
in place decarbonisation, water usage and
waste optimisation programmes.

We work to ensure that our costs are
globally competitive and that we use our
resources as effectively as possible. Our
production facilities are designed to
meet the needs of an agile and flexible
supply chain.

We also use third-party manufacturers to
manufacture the components required,
including the devices, related to our
smokeless New Category products. Such
third-party manufacturers supplement our
own production facilities in the U.S., Poland
and Indonesia to produce the liquids used
in Vapour products.

By continuing to improve our productivity
in all areas of our supply chain, we can
increase our profitability and continue

to deliver sustainable returns to our
shareholders.

However, it is not just about today, it also
underpins our future. The more efficient
and effective we become, the more we are
able to generate funds to invest in the
things that will fuel future growth: our
products, our innovations and our people.

Working with farmers

While we do not own tobacco farms

or directly employ farmers, we source
tobacco leaf directly from more than 91,000
contracted farmers and through third-
party suppliers mainly in emerging markets.

With our contracted farmers, we
continually strive to improve sustainability
and viability. We focus on improved quality,
cascading more resistant hybrid seeds,
tailored mechanisation to reduce costs

of production, and increased yield.

We review our contracts on an annual
basis considering Group requirements over
the medium-term to promote the stability
of demand and supply on production volumes.

We have similar expectations of our third-
party suppliers in relation to their farmer
contracts.

As with any other global agricultural
commodity, international tobacco prices
vary from year to year. This is driven by
changes in the cost of production, like
labour costs and agricultural inputs, local
inflationary pressures and economic,
political and market conditions, as well as
climatic conditions that impact supply,
demand and quality of the tobacco grown.
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Dynamic Business

Strategic Pillar Overview

Continued

Capital Effectiveness

Capital Effectiveness is a key focus of
delivering a Dynamic Business to Build
a Smokeless World.

The key objective is to unlock
shareholder value by optimising access,
utilisation and return of capital resources.
The key initiatives include:

— maximise our cash generation;

— invest in the right opportunities;

— optimise the return on our
investments;

— reduce our debts; and

— generate sustainable returns.

Our active capital allocation framework
considers the continued investment

in our transformation, the macro
environment, potential future litigation
and regulatory outcomes.

The Board continuously reviews our
capital allocation priorities including
both internal and external opportunities
and stakeholders while considering the
uncertain macro environment, foreign
exchange fluctuations and higher
interest rates.

Cash generation
Maximising cash generation is an essential
component in our capital allocation decisions.

@Driven by rigorous working capital
management, the Group generated an
operating cash conversion of at least 100%
for the fourth consecutive year.@

While the Group remains highly cash
generative, cash is a critical resource to
ensure that we can invest in the right
opportunities in Building a Smokeless World.

Recent macro-economic trends including
geopolitical instability, conflicts, inflation
and high interest rates have meant that
cash is an increasingly costly resource.
As such, internally generated cash and
working capital are much more valuable
and they must be mobilised effectively
and optimised efficiently.

This will be done by continuing to focus
on a high cash conversion rate as well as
rigorous focus on working capital.

@Our commitment:
To generate c.£40 billion of free cash flow
before dividends over the next five years.

@Our record:
The Group has generated around £8 billion
of free cash flow in each year since 2020.

This is despite the significant investment in
New Categories and while incurring external
payments made in respect of litigation and
settlements, including the resolution of the
investigations by the DOJ and OFAC into
historical breaches of sanctions.

This demonstrates the resilience of the
Group to continue to generate exceptional
cash flow, while delivering the Group's
transformation ambitions.

Strategic Report Governance Report

Capital Allocation Framework

Cash Flow

Investing in our
Transformation

Free Cash Flow

Leverage
middle
2.0-3.0x

Growing
Dividend

Maximising our investments

As we continue to build A Better
Tomorrow, the Group seeks to optimise
the return on our investments and seeks
to invest in the right opportunities.

The Group invests around £550 million

of gross capital expenditure (annually) to
enhance our growth opportunities and
deliver operational efficiencies. This includes
purchases of property, plant and equipment
and certain intangibles, and the investment
in the Group’s global operational
infrastructure (including, but not limited to,
the manufacturing network, trade
marketing software and IT systems and the
expansion of our New Categories portfolio).

We will continue to proactively assess the
performance of our assets to ensure value
is maximised through operational returns

or through disposal.

In addition, as part of our transformation
we invest in the Wellbeing and Stimulation
space and through our venturing unit,
Btomorrow Ventures, and in the cannabis
space, including a further investment in
Organigram.

Our commitment:

To continue to actively assess investments,
be it for acquisition or disposal, both
internally and externally, to maximise our
delivery and provide the right infrastructure
for the BAT of tomorrow.
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o~£40bn

5 Year Cumulative
Free Cash@

Share
Buy-Backs

@Strong operating cash conversion
driven by continued focus on cash
delivery

£7,889 £7,824

£7,342

2021 2022 2023

. Adjusted cash generated from operations (Em)

. Operating cash conversion (%)

@Adjusted Return on Capital
Employed

15%

9.9% 10.9%
. ‘o
10% 9.4%
5% I
0%
2021 2022 2023

. Return on capital employed (%)
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@Our record:
The acquisition of Reynolds American Inc.
impacted our capital base.

We have improved our adjusted return on
capital employed consistently from 8.3%
in 2018 to 9.9% in 2022, with a further
improvement to 10.9% in 2023, partly due
to the impairment recognised and
discussed on page 239.

Reducing debt

Total borrowings (which includes lease
liabilities) decreased to £39,730 million
in 2023 (2022: £43,139 million).

Total borrowings include £700 million

(31 December 2022: £798 million) in respect
of purchase price adjustments related to
the acquisition of Reynolds American Inc.

As discussed on page 56, the Group
remains confident about its ability to
access the debt capital markets
successfully and reviews its options
on a continuing basis.

We have a debt rating of Baa2 (positive
outlook), BBB+ (negative outlook), BBB
(positive outlook) by Moody's, S&P and Fitch.

®our leverage target is 2-3x adjusted net
debt to adjusted EBITDA®.

Given current geopolitical and economic
challenges, the Group aims to:

— de-lever our gross debt levels (from
£39.7 billion in 2023); and

— moderate the annual Net Financing Cost
levels (which were £1.9 billion in 2023) to
support the overall strategy of the Group.

This will deliver a resilient balance sheet,
able to withstand future uncertainties,
while providing increased flexibility for the
Group to be able to invest in future growth
opportunities and, when our leverage
target is reached, sustainably return excess
cash to shareholders.

This will also de-risk the future solvency
and liquidity risk as referred to on page 126,
whereby the Group's ability to refinance
debt as it matures will be enhanced.

Our commitment:

To retire debt in a sustainable manner,
reducing our risk of refinancing and net
finance cost exposures @, while driving to
our medium-term debt rating target of
Baal/BBB+/BBB+ by Moody's/S&P/Fitch®

Our record:

Since the acquisition of Reynolds American
Inc.in 2017, we have consistently reduced
our borrowings from £49.1 billion to

£39.7 billion at 31 December 2023.

@Our leverage (as measured by the ratio
of adjusted net debt to adjusted EBITDA)
has also improved year on year as we drive
towards our target range. From a high of
5.3xin 2017, in 2023, this was 2.6x,
representing a decrease from 2.9x

at the end of 2022.@
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Generate sustainable returns
Generating shareholder value, via
sustainable returns, is an integral part
of our strategic ambition.

Over the past 25 years we have
consistently grown the dividend per
ordinary share on absolute terms.

On 8 February 2024, the Company
announced that the Board had declared

an interim dividend of 235.52p per ordinary
share of 25p, payable in four equal quarterly
instalments of 58.88p per ordinary share in
May 2024, August 2024, November 2024
and February 2025.

This represents an increase of 2.0% on
2022 (2022: 230.90p per share, up 1.0%).

In 2023, the Board prioritised
strengthening the balance sheet to provide
greater business reliance during an
uncertain macro-economic environment,
whilst aiming to reduce leverage more
quickly @ towards the middle of the 2-3x
adjusted net debt to adjusted EBITDA
corridor@.

As such, there were no share buy-backs
in 2023.

However, we strongly believe that share
buy-backs have an important role to play
within our capital allocation framework.

Our commitment:

Progressive increase in dividend —in £
terms, by reference to the Group’s dividend
policy which is to pay dividends of 65% of
long-term sustainable earnings. Please
refer to the dividend policy on page 388.
Buy-back shares in a sustainable
programme, once the leverage ratio
reaches our target leverage range @of the
middle of the 2-3x adjusted net debt to
adjusted EBITDA corridor.®

Our record:

In the last three years, we have returned:

— £5.1 billion (2022: £4.9 billion;
2021: £4.9 billion) via dividends; and

— £2.0 billion via share buy-backs in 2022.

Since 2019, we have returned a total of
£26.2 billion to shareholders.
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@Adjusted Net Debt to Adjusted EBITDA

3.5x

3.0 2.99 2.89
! 2.57
2.5x
2.0x
1.5x
1.0x
0.5x
0.0x

2021 2022 2023

. Adjusted Net Debt to Adjusted EBITDA (times)

@Allocating free cash flow
to shareholders

fbn
7.0
6.0
5.0

6.9

4.9 51

4.0
3.0
2.0
1.0

0.0

2021 2022 2023

B Dividend (Em)

[l Share buy-back (Em)
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Dynamic Business

U.S.

United States

2023 has been a challenging year
in the U.S., due to the continued
macro-economic environment
impacting the premium sector
and the growth of illicit single-
use vapour products. We call on
the FDA and other authorities to
enforce against these products.

David Waterfield
President and CEO
(Reynolds American Inc.)

2023 revenue by category

Revenue by category as % of total Region

Governance Report

Strategic Report

Our products are available in all regions of the U.S.

Financial Statements

Other Information

Volume

2023 vs 2022 2022 vs 2021 2021

units % units % units
New Categories:
Vapour (10ml units / pods mn) 298 -6.6% 320 +10.0% 291
HP (sticks bn) —_ — — — —
Modern Oral (pouches mn) 297 -1.3% 301 -50.1% 602
Traditional Oral (stick eq bn) 6 -10.9% 7 -8.1% 7
Cigarettes (bn sticks) 52 -1.4% 59 -15.4% 70
Other (bn sticks eq)* - -5.6% — — —
Total Combustibles 52 -11.3% 59 -15.5% 70
Note:

* Other includes MYO/RYO.

Revenue

2023 2022

. New Categories 8.8 /25,
. Traditional oral 9.4 9.3
B Combustibles 81.2 82.8
Other 0.6 0.4

vs 2022 vs 2021
2023 vs 2022  (adjatcc) 2022 vs 2021  (adjatcc)
£m % % £m % %

New Categories:
Vapour 1,033 +13.1% +13.8% 913 +629%  +46.4%
HP — — — — -69.1% -72.3%
Modern Oral 25 -32.2% -31.8% 36 n/m n/m
Total New Categories 1,058 +11.3% +12.0% 949 +68.7% +51.6%
Traditional Oral 1,127 -4.0% -3.4% 1174 +8.9% -21%
Combustibles 9,744 -6.9% -6.4% 10,470 +4.5% -6.1%
Other 65 +441% +45.2% 46 +27.9% +14.9%
Revenue 11,994 -5.1% -4.5% 12,639 +8.1% -2.8%

Profit from operations/operating margin

vs 2022 vs 2021

2023 vs 2022  (adjatcc) 2022 vs 2021 (adj at cc)

£m % % £m % %

(Loss)/Profit from -20,781 -435%  +04% 6205  +115%  +35%
operations

Operating margin (%) -173.3% -222 ppts +280bps  +49.1% +150 bps +330 bps

+11%

Revenue growth
in New Categories

-60 bps

Cigarette value share change
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Revenue and Profit from Operations
In 2023, reported revenue declined 5.1% to
£11,994 million, with 2022 up 8.1% to
£12,639 million. Excluding the impact of
translational foreign exchange, this was a
decline of 4.5% in 2023 (2022: down 2.8%).
Continued growth in New Categories and
pricing in combustibles in both years was
more than offset by lower combustibles
volume (down 11.3% in 2023 and 15.5% in
2022). 2023 was negatively impacted by
the continued pressure of macro-economic
headwinds, squeezing consumer
affordability (which particularly impacted
the Group's premium skewed portfolio) and
the impact of the flavour ban in California
(which particularly impacted Newport and
Camel) and growth in illicit single-use
vapour products. 2022 was negatively
impacted by the unwind of trade inventory
movements in 2021.

Reported profit from operations declined
435% to aloss of £20,781 million in 2023
(2022: up 11.5% to a profit of £6,205 million).
The movement in 2023 was largely due to
the £4.3 billion impairment of goodwill and
£23.0 billion impairment largely in respect
of the carrying value of some of the Group's
acquired U.S. combustibles brands. 2022 was
negatively impacted by adjusting charges that
were largely in respect of our restructuring
programme (Quantum), including the factory
rationalisation, which did not repeat in
2023. Translational foreign exchange was

a headwind of 0.6% in 2023 (2022: 12.9%
tailwind). Also in 2023, an extreme weather
event caused the destruction of a
warehouse and stock of tobacco leaf, the
impact of which was a charge of £9 million.

Excluding the adjusting items and the
impact of translational foreign exchange,
adjusted profit from operations increased
by 0.4% (2022: 3.5% increase) on a
constant currency basis.

Following a review of the Group's
expectations from the U.S. combustibles
market reflecting continuing macro-
economic headwinds, from 1January 2024,
the Group will commence amortising the
remaining U.S. combustible brands
(Newport, Camel, Natural American Spirit
and Pall Mall) over a period not exceeding
30 years. The non-cash charge is estimated
to be £1.4 billion per year and will be treated
as an adjusting item. Please refer to note 12
in the notes on the accounts.

New Categories

The U.S. is the world's largest VVapour market.
In 2023, Vuse continued to perform well,
building on the momentum from 2022
with a continued improvement in

financial performance.

Having become the market leader by
Vapour value share in 2022, Vuse extended
leadership in value share (of total Vapour
in tracked channels) by 470 bps to 45.6%,
(having increased 840 bps to 40.9 in 2022).

Revenue was up 13.1% to £1,033 million
(2022: up 62.9% to £913 million) being an

Strategic Report Governance Report

increase of 13.8% (2022: increase of 46.4%)
at constant rates of exchange. This growth
was driven by pricing in both years (2023:
+20.4%; 2022: +36.4%), more than offsetting
a decrease in Vapour consumable volume
of 6.6% in 2023 (2022: up 10%) which was
driven by the growth of illicit single-use
nicotine products which we estimate to be
more than 60% of the total Vapour market.

The single-use nicotine Vapour category
grew driven by the availability of flavours.

These products, including synthetic single-
use nicotine Vapour products, are subject
to the FDA's jurisdiction and are required
to receive PMTA authorisation to remain
on the market. We welcome the recent
actions from the FDA with regards to the
illicit single-use Vapour products in the U.S.
and we continue to engage with
stakeholders to facilitate the removal of
unauthorised products.

We believe that public health officials,
legislators, and regulators — especially

the FDA — should be concerned about the
continued influx of illegal single-use vapour
products, particularly into the U.S. market. It is
unacceptable that these products, marketed
in youth-appealing flavours such as Bubble
Gum and Cotton Candy, continue to be sold.
We call on the FDA, in conjunction with state
and local authorities, to strongly enforce
against these products.

We are disappointed by the FDA’s
Marketing Denial Orders (MDOs) for Vuse
Alto’s Menthol** and Mixed Berry products.
We are challenging these denials and have
obtained a permanent stay of enforcement
allowing Vuse Alto Menthol to remain on the
market.

We remain confident in our PMTA
submission for Vuse Alto and we continue
to innovate across our Vuse portfolio to
meet the needs of our adult consumers.

In Modern Oral, volume decreased by 1.3%
(2022: down 50%) with volume share down
200 bps in 2023, having declined 580 bps
in 2022. Modern Oral revenue declined

to £25 million (2022: £36 million), as we
reinvested in trade activation plans through
trade investment (leading to a reduction

in net pricing of 30.5% in 2023) while we
continue to await the outcome of our
PMTA submission for our successful
European product, Velo 2.0.

We are encouraged by the strong results
from our recent Velo pilot in New York,
including a more premium brand
expression and design, with a national
roll-out to commence in 2024.

Combustibles

Combustibles revenue was 6.9% lower

in 2023 at £9,744 million (2022: up 4.5%
to £10,470 million). Excluding a marginal
translational foreign exchange headwind
of 0.5% in 2023 (2022: 10.6% tailwind), this
was a decrease of 6.4% (2022: down 6.1%).
In response to the macro-economic
pressures impacting consumer affordability,
the positive impact from pricing was more
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moderate in 2023 at +4.9% (2022: +9.4%)
and was more than offset by a decline in
volume of 11.3% to 52 billion sticks in 2023,
having declined 15.5% (to 59 billion) in 2022.

Both years were negatively impacted by
the continued pressure of macro-economic
headwinds and, in 2023, the impact of the
flavour ban in California (which particularly
impacted Newport and Camel) and growth
of illicit single-use vapour products as
consumers increased polyusage. Accordingly,
industry volume was down 7% (2022: down
10%), with the Group underperforming the
market due to the premium skewed
portfolio and the higher exposure to the
menthol category.

The performance in 2022 was impacted

by the 2021 movements in trade inventory
(mainly linked to the timing of price
increases and uncertainty about a potential
excise increase), which benefited 2021 by
an estimated £200 million and was partially
unwound in 2022.

Total volume share declined 10 bps

(2022: 30 bps decrease). Value share of
cigarettes declined 60 bps (2022: up 10 bps),
largely due to the premium portfolio.

In December 2022, the sale of all tobacco
products with characterising flavours
(including menthol) other than tobacco
were banned in the State of California. We
continue to monitor the proposed tobacco
product standards regarding menthol in
cigarettes.

Please see page 38 for a discussion on the
developments during 2023.

Also, as stated on page 38, based upon the
published science, we believe that a ban on
menthol cigarettes would negatively affect,
not benefit, public health. We believe a ban
on menthol is contrary to the FDA's stated
goal of reducing the health effects of
tobacco use.

Traditional Oral

Traditional Oral revenue declined 4.0%
(2022: up 8.9%), being a decline of 3.4%
(2022: 2.1% lower) at constant rates of
exchange, as pricing in both years was more
than offset by the lower volume, down 10.9%
in 2023 and 8.1% in 2022, with higher decline
in volume in 2023 due to the normalisation
of inventory levels (being a drag of 1.7%).
Both 2023 and 2022 were negatively
impacted by strong macro-economic
headwinds leading to downtrading,
accelerated cross-category switching and
reduced consumption.

Value share of Traditional Oral was up

40 bps (2022: down 50 bps ), while volume

share was down 20 bps (2022: down 70 bps).

The decline in 2023 was driven by strong

macro-economic headwinds leading to

consumer changing behaviour, impacting

our premium skewed portfolio.

Notes:

* U.S.industry Traditional Oral growth was rebased in
2023, leading to a revision to the growth previously
reported for 2022, from +60 bps to +50 bps.

** Menthol variants accounted for approximately 65%
of total Vuse consumables in 2023.
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Dynamic Business

AME

Americas and Europe

Across AME, we are
demonstrating how a truly
multi-category portfolio can
deliver exceptional results —
with revenue growthin all
categories. Our Non-Combustibles
grew strongly and now account
for 17.5% of total revenue.

Fred Monteiro
Regional Director

2023 revenue by category

Revenue by category as % of total Region

Governance Report

Strategic Report

Financial Statements
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Key markets

Belgium, Brazil, Canada, Chile, Colombia, the Czech Republic, Denmark, France, Germany,
Greece, Hungary, Italy, Mexico, Netherlands, Poland, Romania, Spain, Switzerland, Ukraine,

the UK.

Effective from 2023, the Group revised its regional structure from four regions to three. The markets in
the Americas (excluding the U.S.) previously reported within the region Americas and Sub-Saharan Africa
(AmMSSA) are now reported within AME. Regional data for 2022 and 2021 has been revised accordingly.

2023 vs 2022 2022 vs 2021 2021

units % units % units
New Categories:
Vapour (10ml units / pods mn) 312 +19.4% 261 +15.3% 226
HP (sticks bn) 11 -7.5% 12.0 +42.7% 8.4
Modern Oral (pouches mn) 4,210 +36.5% 3,083 +30.5% 2,363
Traditional Oral (stick eq bn) 1 -5.2% 1 -9.8% 1
Cigarettes (bn sticks) 265 -5.3% 280 -2.5% 286
Other (bn sticks eq)* 13 -12.0% 14 -10.5% 16
Total Combustibles 278 -5.7% 294 -2.9% 302

Note:
* Other combustibles includes MYO/RYO.

Revenue

vs 2022 vs 2021

JR202 2027 2023  vs2022 (adjatcc) 2022 vs 2021  (adjat cc)

B New Categories 171 14.0 £m % % £m % %
Il Traditional oral 0.4 0.4 New Categories:

Bl Cormbustibles o e Vapour 686  +47.6%  +46.9% 465  +414%  +384%

Other A5 29 HP 505 +2.3% +3.0% 494 +68.8% +64.7%

Modern Oral 482 +41.5% +44.6% 341 +29.9% +31.6%

Total New Categories 1,673 +28.8% +29.6% 1,300 +47.0% +451%

Traditional Oral 36 +1.7% +7.9% 35 -12.3% -7.7%

Combustibles 7,614 +0.3% +2.9% 7,588 +5.7% +4.0%

Other 468 +28.2% +25.2% 364 +7.0% -1.3%

Revenue 9,791 +5.4% +7.6% 9,287 +10.0% +8.0%

Profit from operations/operating margin

vs 2022 vs 2021

2023 vs 2022 (adjat cc) 2022 vs 2021  (adjat cc)

£m % % £m % %

Profit from Operations 3,194 +9.2% +5.9% 2,926 +0.8% +6.8%
Operating Margin (%) +32.6% +110bps -50bps +31.5% -290bps  -40 bps

+29%

Revenue growth
in New Categories

flat

Cigarette value share change
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Revenue and Profit from Operations
Reported revenue in 2023 was 5.4% higher
than 2022 (2022: up 10.0%) driven by price/
mix in combustibles (of 8.6% in 2023 and
6.9% in 2022) and the continued growth

in New Categories revenue (2023: up 29%,
2022: up 47%). This was, in both years,
partly offset by lower combustible volume
(down 5.7% in 2023 and 2.9% lower in 2022).

2023 was impacted by a £456 million
negative drag on the regional performance
which comprises the combined impact of a
lower performance from Russia compared to
2022 and the timing of the sale of the Group's
businesses in Russia and Belarus partway
through the year. Translational foreign
exchange was a headwind in 2023 of 2.2%,
compared to a tailwind of 2.0% in 2022.

Excluding the impact of currency, revenue
grew 7.6% on a constant rates basis
(2022: up 8.0%), driven by higher revenue
in Germany, Turkiye, Poland and Brazil.

Reported profit from operations increased
by 9.2% to £3,194 million in 2023, having
grown 0.8% to £2,926 million in 2022. Both
years were affected by a number of
adjusting items. These were, in aggregate,
charges of £266 million in 2023 compared
to charges of £422 million in 2022. In
summary these were:

— charges of £353 million in 2023, including
the reclassification of foreign exchange
reserves, related to the sale of the
Group's businesses in Russia and Belarus.
These businesses were classified as held-
for-sale at 31 December 2022 with a
charge of £612 million in 2022 - please
refer to note 6 in the Notes on the
Accounts; and

— income of £167 million in 2023
(2022: £460 million income) in respect of
the recognition of credits regarding the
calculation of VAT and excise tax claims
in prior periods (as the Group's litigation
was successfully concluded in 2022).

In 2022, the Group also incurred charges
of £202 million in respect of Quantum and
the factory rationalisation programme.

Excluding the impact of currency and
adjusting items (described above), the
regional performance was driven by:

— Germany and Turkiye (where the
combustibles portfolio performed well
with higher pricing and volume);

— Poland, Sweden and the Czech Republic,
which all improved their New Category
financial performance; and

— Ukraine, where the Group had
temporarily suspended operations in
the first six months of 2022;

partly offset by:

— the timing of the sale, partway through
the year, of the Group's businesses in
Russia and Belarus, which, combined
with a lower comparative operational
performance, was a negative drag of
£126 million.

Strategic Report Governance Report

At constant rates of exchange, adjusted
profit from operations was up 5.9% in 2023
(2022: up 6.8%).

New Categories

Revenue from Vapour was up 47.6% in
2023, maintaining the momentum after
having grown 41.4% in 2022. This was
driven by higher volume (up 19.4% in 2023
and 15.3% in 2022) and strong pricing
(higher by 27.5% in 2023 and 23.1% in 2022).

Positive regulatory developments enabled
our entrance into a number of emerging
markets (Colombia, Paraguay, Peru), and the
roll-out of Vuse Go in a number of markets
(including ltaly, Germany, Poland, the Czech
Republic, Switzerland and Romania). We
continue to approach the growing modern
single-use product category in a responsible
way (through Underage Access Prevention
programmes and enhanced product Take-
Back schemes).

However, the growth of the single-use
segment in 2022 and 2023 has impacted
our value share of total Vapour across a
number of markets. For example:

— In France, we maintained value share
leadership, with value share flat at 38.8%;

— In Germany, we lost value share
leadership despite an increase of 500 bps
t0 25.9% ;

— In the UK, our value share declined
440 bps to 10.3%.

In Canada, volume declined 23%, yet Vuse
maintained its leadership position with
total value share at 92.5% (up 210 bps )
in 2023, having grown 890 bps in2022.

In 2023, HP volume declined by 7.5%

(2022: up 43%), with revenue 2.3% higher
at £505 million (2022: up 68.8% to

£494 million). The region now represents
46.7% of our global HP volume. In 2023, our
HP performance was negatively impacted
by the timing of the sale of the Group's
businesses in Russia and Belarus, which
offset the performance in Italy, the Czech
Republic, Poland and Romania. Our
aggregate category volume share in key HP
markets (excluding Russia as that market
has ceased to be a key market for the
Group), reached 18.2%, down 30 bps .

In 2023, the HP portfolio was extended
with the launch of veo across key European
markets (such as Poland, Romania,
Germany, the Czech Republic and Greece).
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In 2023, Modern Oral revenue grew 41.5%
(2022: up 29.9%), led by 36.5% volume
growth (2022: 30.5% increase).

During 2023, we increased our geographic
footprint with expansion of Modern Oral into
Finland, Italy and France. We remain the
clear market leaders (by volume share) in
14 Modern Oral markets. From a high base,
volume share was marginally lower at 67.0%,
down 170 bps. As the Modern Oral category
continues to grow and becomes more
established in Europe, we continue to see
strong growth in adult consumer numbers.
In Sweden, Velo is the largest (by volume
share) of any snus or Modern Oral nicotine
pouch brand .

Combustibles

In 2023, revenue was 0.3% higher,
compared to an increase of 5.7% in 2022.
Favourable price/mix in both years (of 8.6%
in 2023 and 6.9% in 2022) was offset by the
impact of lower combustible volume, down
5.7% in 2023 and 2.9% in 2022. Excluding
the impact of translational foreign
exchange, at constant rates of exchange,
revenue increased 2.9% (2022: 4.0%).

The decrease in combustible volume in
2023 was driven by the sale of the Group's
businesses in Russia and Belarus partway
through the year and lower volume in
Canada, Chile and Romania. These more
than offset a recovery in Turkiye and
Germany (having been a contributing
factor in the regional volume decline in
2022), the continued improvement in
volume in Brazil, which benefited from
lower illicit trade in both years, and higher
volume in Mexico and Italy.

Cigarette value share was flat in 2023.
Higher value share in Mexico, Italy,
Germany, Spain, France and Colombia was
offset by lower value share in Brazil, the UK,
Canada, the Czech Republic and Denmark,
while 2022 was down 30 bps.

Cigarette volume share grew 10 bps
(2022: down 30 bps) with volume share up
in Ukraine, Mexico, Italy, Spain, France,
Colombia and Germany, partially offset by
reductions in Brazil, Switzerland, Belgium,
Romania, the Czech Republic, Canada, the
UK, Greece and Poland.

Notes:

* Following rebasing of third party databases, the 2022
value share for the Group was revised in Germany (from
21.4% to 21.1%) and in Canada (from 89.5% to 90.4%).
This impacted the Group's total HP value share in 2022,
lowering the 2022 value share from 18.7% to 18.5%.

** Source: Kantar New Category Tracker.
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Asia-Pacific, Middle East and Africa

A good performance across
the region, driven by
combustibles pricing and
our growing New Categories
portfolio, was masked by
translational foreign
exchange headwinds.

Michael (Mihovil) Dijanosic
Regional Director

2023 revenue by category

Revenue by category as % of total Region

2023 2022

B New Categories 1.2 1.3
. Traditional oral 0.0 0.0
. Combustibles 86.4 86.8
Other 2.4 19
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Key markets

Australia, Bangladesh, Japan, Kazakhstan, Malaysia, New Zealand, Pakistan, Saudi Arabia,

South Africa, South Korea, Taiwan, Vietnam.

Effective from 2023, the Group revised its regional structure from four regions to three. The markets in the
Sub-Sharan Africa previously reported within the region Americas and Sub-Saharan Africa (AmSSA) are now
reported within APMEA. Regional data for 2022 and 2021 has been revised accordingly.

2023 vs 2022 2022 vs 2021 2021

units % units % units
New Categories:
Vapour (10ml units / pods mn) 44 +43.1% 31 +73.2% 18
HP (sticks bn) 12.6 +4.9% 12.0 +12.3% 10.7
Modern Oral (pouches mn) 853 +36.2% 626 +89.0% 331
Traditional Oral (stick eq bn) — — — — —
Cigarettes (bn sticks) 238 -10.6% 266 -5.2% 281
Other (bn sticks eq)* 2 -3.1% 2 -6.8% 2
Total Combustibles 240 -10.6% 268 -5.2% 283

Note:
* Other combustibles includes MYO/RYO.

Revenue

vs 2022 vs 2021
2023 vs 2022  (adjatcc) 2022 vs 2021  (adjatcc)
£m % % £m % %
New Categories:

Vapour 93 +60.5% +74.6% 58 +551%  +53.0%
HP 491 -13.2% -7.3% 566 +1.1% +7.0%
Modern Oral 32 +50.3%  +70.8% 21 +114% +112%
Total New Categories 616 -4.5% +2.6% 645 +6.3% +11.5%

Traditional Oral — — — — — —
Combustibles 4,750 -4.5% +5.2% 4,972 +2.8% +3.8%
Other 132 +189%  +32.0% 12 +2.8% -4.3%
Revenue 5,498 -4.0% +5.5% 5,729 +3.2% +4.4%

Profit from operations/operating margin

vs 2022 vs 2021

2023 vs 2022 (adjat cc) 2022 vs 2021  (adjat cc)

£m % % £m % %

Profit from Operations 1,836 +31.9% +6.9% 1,392 -21.2% +2.7%
Operating Margin (%) +33.4% +910bps +60bps +243% -750bps -70 bps

-4.5%

Revenue growth
in New Categories

-60 bps

Cigarette value share change
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Revenue and Profit from Operations
Reported revenue declined 4.0% to
£5,498 million (2022: increased 3.2%

to £5,729 million).

Our reported performance is affected by
translational foreign exchange, which was
a headwind in both years. Excluding the
impact of this translational foreign
exchange, revenue was up 5.5% against
2022, itself an increase of 4.4% compared
to 2021, at constant rates.

The performance in both 2023 and 2022
was driven by the continued growth in

New Categories and favourable pricing in
combustibles (2023: 15.8%; 2022: 9.0%).

These more than offset lower combustibles
volume (down 10.6% in 2023 and 5.2% in 2022).

In 2022, volume benefited (compared to
2021) from the emerging market recovery
from COVID-19, although this was partly
offset by the sale of the Group's Iranian
business midway through 2021.

Reported profit from operations increased
31.9% to £1,836 million, while 2022 was
down 21.2% to £1,392 million.

In 2022, the Group recognised a number

of charges that impacted the reported
performance in that year and, because they
did not repeat to the scale of the prior year,
led to a commensurate increase in
performance in 2023. These included:

— charges related to the allegation of
historical breaches of sanctions (of which
£450 million was recognised in 2022, with
a further £75 million recognised in 2023, as
described on page 52 and in note 6(h) in
the Notes on the Accounts on page 227);

— the exit from Egypt (£118 million); and

— a charge of £79 million (related to the
conclusion of the investigation into
alleged violations of the Nigerian
Competition and Consumer Protection
Act and National Tobacco Control Act).

Excluding adjusting items and the
translational foreign exchange headwind,
the performance was driven by:

— Pakistan where pricing more than offset
a reduction in combustibles volume;

— Sri Lanka, largely due to pricing in
combustibles as macro-economic
stability returned;

— Uzbekistan, driven by combustibles
pricing; and

— Asset sales in West Africa related
to various market exits.

These more than offset a decline in Japan,
largely due to the highly competitive
pricing environment in combustibles and
HP (including the final step in the five-year
excise harmonisation programme).

Adjusted profit from operations at constant
rates of exchange increased 6.9% in 2023,
having increased 2.7% in 2022. The growth
in 2022 was negatively impacted by the sale
of the Iranian business, due to its timing
midway through 2021.

Strategic Report Governance Report

New Categories

Total revenue from New Categories
declined 4.5% to £616 million

(2022: increased 6.3% to £645 million),

as the translational foreign exchange
headwinds more than offset (in 2023) the
operating performance in the markets. On
a constant currency basis, revenue from
New Categories increased 2.6% in 2023
and 11.5% in 2022.

Excluding translational foreign exchange,
which we believe reflects the operational
performance, this was driven by:

— Vapour, with revenue up 74.6% in 2023
(2022: up 53.0%) driven by a combination
of higher volume (up 43.1% in 2023 and
73.2% in 2022) and price/mix in 2023 of
+31.5% led by South Africa, New Zealand,
Malaysia and Indonesia. In 2022, price mix
was a negative drag of 20.2% due to
discounting in New Zealand in response
to a competitive pricing environment; and

— Modern Oral, as revenue grew 70.8% in
2023, led by higher volume (up 36.2%)
and price/mix of 34.6%. In 2022, revenue
increased by 112%, driven by volume
(up 89.0%) and price/mix (up 22.9%).
This was mainly driven by strong volume
performances in Pakistan and Kenya. In
Pakistan, through stronger consumer
acquisition, we have achieved our highest
active consumer base (as a % of
population) in Modern Oral globally. In
Kenya, our accelerated national roll-out in
January 2023 has driven a near fourfold
increase in adult consumer numbers.

However, HP revenue declined 7.3% in
2023, after a period of growth (2022: up
7.0%). The decline in 2023 was despite a
further increase in consumable volume

(up 4.9% to 12.6 billion sticks), as this was
more than offset by the competitive pricing
environment in Japan which included the
final step in the five-year excise
harmonisation programme, leading to

a decline in regional price/mix of 12.2%.

In Japan, the largest HP market in the
world, glo performed well. glo's volume
share in Japan started to stabilise in Q3
2023, driven by the activation of our
commercial plans.
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Combustibles

Revenue from combustibles declined by
4.5% to £4,750 million (2022: up 2.8% to
£4,972 million), with both years impacted
by the translational foreign exchange
headwind. At constant rates of exchange,
revenue increased 5.2% in 2023 and by
3.8% in 2022.

In 2023, this was driven by combustibles
pricing of 15.8%, notably in Pakistan, which
more than offset a decrease in total
combustible volume of 10.6%, as lower
volume in Pakistan more than outweighed
higher volume in Bangladesh.

This compares to 2022, when the revenue
growth was driven by improved pricing

(up 9.0%) and a partial recovery of GTR
following the COVID-19 restrictions of 2020
and 2021, which more than offset the
negative impact of the sale of the Group's
Iranian business midway through 2021.

In 2023, value share decreased 60 bps
(2022: up 10 bps), with volume share down
20 bps (2022: flat), as volume share gains

in Bangladesh and Pakistan were offset by
losses in Japan, South Korea, Australia, New
Zealand, South Africa and Malaysia.
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Financial Performance Summary

Highlights

Revenue

-1.3%

New Categories revenue growth and
pricing in combustibles offset by the
sale of our Russian and Belarusian
businesses, lower combustible volume
and currency headwinds. Excluding
currency, revenue grew 1.6%

Profit from Operations

-250%

Profit from operations was down 250%.

On an adjusted, constant currency
basis, profit from operations grew 3.1%,
with an improvement in the financial
performance of New Categories, which
are now profitable (on a category
contribution basis) - two years ahead
of plan

Diluted EPS

-322%

Adjusted diluted EPS up 4.0%
at constant rates of exchange

@Leverage ratio

2.57x%

Leverage ratio improved 0.32x to 2.57x,
driven by strong cash generation@

Dividend per share

235.52p

Dividend per share up 2.0% at 235.52p

Non-GAAP Measures

In the reporting of financial information, the
Group uses certain measures that are not
defined by IFRS, the Generally Accepted
Accounting Principles (GAAP) under which
the Group reports. The Group believes that
these additional measures, which are used
internally, are useful to users of the financial
information in helping them understand the
underlying business performance.

The principal non-GAAP measures which
the Group uses are adjusted profit from
operations, adjusted net finance costs,
adjusted taxation, adjusted diluted
earnings per share, @adjusted EBITDA,
operating cash flow conversion ratio,
adjusted cash generated from operations
and free cash flow (before and after
dividends paid to shareholders)® which are
before the impact of adjusting items and
are reconciled from profit from operations,
net finance costs, taxation, diluted earnings
per share™, profit for the year, cash
conversion ratio and net cash generated
from operating activities®. The Group also
uses adjusted share of post-tax results of
associates and joint ventures, and
underlying tax rate.

Adjusting items are significant items in
profit from operations, net finance costs,
taxation, the Group’s share of the post-tax
results of associates and joint ventures
®and cash flow® which individually or, if of
a similar type, in aggregate, are relevant to
an understanding of the Group’s underlying
financial performance.

The Group also supplements its
presentation of revenue in accordance
with IFRS by presenting the non-GAAP
component breakdowns of revenues by
product category (including revenue
generated from Vapour, Heated Products,
Modern Oral, New Categories as a whole,
Combustibles and Traditional Oral),
including by geographic segment (including
revenue generated in the United States,
Americas and Europe and Asia-Pacific,
Middle East and Africa).@

The Group further supplements the
presentation of profit from operations in
accordance with IFRS by presenting the
non-GAAP measure referred to as New
Categories contribution, which reflects
the marginal contribution of the New
Categories products to the Group’s
financial performance. This measure
includes all directly attributable revenue
and costs.@

As an additional measure to indicate the
results of the Group before the impact of
exchange rates on the Group’s results,
the movement in revenue from New
Categories, @Category contribution,