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IMPERIAL TOBACCO INTERNATIONAL LIMITED

. Strategrc Report

. The Directors present therr Strategrc Report together with the Directors' Report and audlted financial
statements of Imperial Tobacco International Limited {the Company) for the year ended 30 September 2017.

. Review of the business
The principal actnvrty of the Company is the marketing and export ‘of tobacco and tobacco reIated product.-

The Company is a wholly owned indirect subsidiary of Imperial Brands PLC, which is the ultimate parent
company within the Group, and the Directors of the Group manage operations at a Group level. For this reason,
"the Company's Directors believe that analysis using key performance indicators for the Company is not -
necessary or appropriate for an understandin‘g of the development, performance or position of the business of

" the Company. The development, performance and position of the Group's sales'and marketing operations,

which include the Company, is discussed in the Group's Annual Report which does not form part of this report,
but is available at www. rmpenalbrandsp!c com .

In addition, the Directors of the Group manage the Group s risks at a Group level, rather than at an individual

~ entity level. For this reason, the Company s Directors believe that a discussion of the Group's risks would not be

appropriate for an understandmg of the development, performance or position of the business of the

Company The principal risks and uncertainties of the Group, which include those of the Company, are
discussed in the Group's Annual Report, which does not form part of this report.

in the normal course of business, the Group is exposed to market, liquidity and credit risk. The financial risk
management policy is discussed in the Financial Risk Factors-section of the Group s Arinual Report, which does
not form part of thrs report. ’

The Company jgincorpor‘ated in-the United Kingdom with the management of the Company transferring to
Germany on-1 October 2011, and since this date has operated with a German branch.

. Key performance |ndrcators are assessed at a Group level, and are discussed in the Strategy sectlon of the
. Group’s Annual Report which does not form part of this report .

Financial results ’ :
The results for the Company show a loss for the financial year of €7.054 million (2016: €3.079 million loss) and

“fevenue of €2,367 ‘million (2016: €2,441; millon), For the year ended 30 September 2017, the Company’s net
assets were €40.078 mI“IOﬂ (2016 €47.041 mllllon)

' The Directors do not recommend payment of an ordinary dividend (2016: €nil).

~‘The aggregate dividends on the ordinary shares recognised as a charge to shareholders' funds during the year
amounts to €nil (2016: €nil). o
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IMPERIAL TOBACCO INTERNATIONAL LIMITED

Future Developments :
" The Company is well posmoned to ensure the Group's global sales and marketing operations are serviced by
. the Group's worldwnde manufacturing operations. The Group's sales growth strategles continue to evolve in

* line with changing consumer dynamlcs and regulatory impacts and the Group continues to focus on its.cost
base with ongoing consolidation of its manufacturmg operations. The Company will continue to ensure its costs
are. tightly controlled, while dehvenng a h:gh level of service and align its operat:on to best fulfil Group s global
targets while adJustlng to external factors. ’

"Employees :

- The Company's employment policiés aim to attract retain, train and motlvate the very best people recognising
that this can be achieved only through offering equal opportunities and giving falr con5|deratlon to applications

) for employment career development and promotion without having regard to an'employee's gender, race,

) ellglon age or dlsablhty These pollczes also cover the continuation of employment and appropnate training
‘for em ployees who become dlsabled during their employment .

' To ensure employees can share in our success, the Company offers competitive pay and benefit packages
vlnnked wherever possible, to performance Employees are encouraged to build an ownership stake in lmpenal
Brands PLC shares, wrth a number of employee share plans offered during the year.

. The Company is commltted to prowdmg an envaronment that encourages the contmuous development of all its
employees through SklllS enhancement and training programmes : : :

L

During 2017 the Company completed a project which saw a number finance roles engaged in operatlonal
transactional processing t transferred to a third party outsource provider.

lnformation concerning employee's,and their remuneration is given in note 6 to the financial statements.

Onbehalf of the Board - ' C o L

PlNTO DE oL EIRA Avelsno
- Director
20 June 2018




" IMPERIAL TOBACCO INTERNATIONAL LIMITED

- Directors' Report
- The Directors submit their report together with the Strategic Report and audited fmancual statements of the
Company for the year to 30 September 2017. ‘

Future' developments and going concem
Futureé Develd;i‘rhents are set out in the‘Strategic Report. _

The: Dlrectors are satlsﬂed that the Company has adequate resources to meet its operational needs for the
foreseeable future and accordlngly they continue to adopt the going concern basis in preparing the fmancnal
’ statements ,

Share capttal .
Detalls of the Company' s share cap:tal are shown in note 13 to the financial statements.

Dividend A
As disclosed in‘the Strategic Report.

Qualifying third party indemnity provisions

Imperial Brands PLC has purchased Directors' and Offlcers llabllzty insurance that has been in force during the
financial year and is curfently in force. The' Directors of the Cormpany have the benefit of this insurance, which
isa quahfymg third party indemnity prov1s;on as defmed by the Companies Act 2006.

Research and development
The Company recognises the importance of investing in research and development, which brmgs innovative -
improvements to the Company, both in the products supphed to the consumer and in productnon and

- marketing techniques.

Directors
The Directors of the Company who were in office during the year and up to the date of signing the financial

statements were:

EBERLEIN, Rainer :
GLASNECK, Gunnar Paul |
PINTO DE OLIVEIRA, Avelino
© POBERZNIK, Bogdan -
RIPPERGER, Andreas, Dr.

Employees 4
The Company's policy on involving UK em ployees in its affairs is set out in the Strategic Report.

Br_anches outside the UK _
The Company has branches in Germany and Russia. Operations in Russia commenced November 2016 with

revenue of €7.355 million (2016: €nil} and profit before tax of €0.931 million (2016: €nil)
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. IMPERIAL TOBACCO-INTERNATIONAL LIMITED

Statement of Directors' responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in accordance with .
apphcable law and regulation. : :

‘Company law requires the directors to prepare financial statements for each fmancnal year Under that law the
directors-have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice {United Kingdom-Accounting Standards, r:omprising FRS 101 “Reduced Disclosure
Framework”, and applicable law). o

Under compahy law the directors must not approve the financial statements unless they are satisfied that t'hey'
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
. period. -
In prepanng these flnancnal statements, the Dlrectors are required to:
e select suitable accounting policies and then apply them consnstently,
‘ . state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been
followed subject to any material departures disclosed and explained in the financial statements
¢ make judgements and accounting estimates that are reasonable and prudent; and )
» prepare the financial statements on theé going concern basis unless it is inappropriate to presume that
the company will continue'in business.
The directors are responsibie for keeping adequate accounting records that are sufficient to show and explain
the'company's transactions and disclose with reasonable accuracy at-any time the financial position of the
.company and enable them to ensure that the financial statements comply with the Companies Act 2006.

The directors are a(so responsible for safeguardmg the assets of the company and hence for takmg reasonable
steps for- the preventuon and detection of fraud and cther wregulantues

Dlsclosure of information to Auditors
In-the case of each director in office at the date the Directors’ Report is approved:
e 5o far as the director is aware, there is no relevant audit information of which the company s audltors
are unaware; and - o
o they have taken all the steps that they ought to have taken as a director in order to make themselves
" aware of any relevant audit mformatlon and to establish that the company s auditors are aware of that
mformatton

‘Independent Auditors

The auditors, PncewaterhouseCoopers LLP, wrll be proposed for reappointment in accordance with section 485
of the'Companies Act 2006. '

- By order of the Board

B . o ‘ . . L
PINTO DE OLIVEIRA Avelino

Director
20 June 2018
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: ’lM’PERlAI. TOBACC‘(A)_'lNTERNATIONAL LIMITED

Independent audltors report to the members of Imperial Tobacco
-Internatlonal Limited '

Report on the financial statements

Our opinion

in our epinioh Imperial Tobaceo International Limited's financial statements (the “financial statements”}):

« give a true and fair view-of the state of the company’s affalrs asat 30 September 2017 and of its -
profit for the year then ended;
¢ have been properly prepared in accordance with Umted ngdom Generally Accepted Accountmg
" Practice; and
e have been prepared in accordance with the requirements of the Companies Act 2006."

What we have audited

The fmanc:al statements, included within the Financial Statements (the “Annual Report”), comprise:

.o the Statement of Financial Position as at 30 Septembef 2017;

e the Income Statement for the year then ended;

e the Statement of Comprehensive Income for the year then ended;

-e  the Statement of Changes in Equity for the year then ended; and

¢ the notes to the financial statements, which include a summary of significant accountmg policies
and other explanatory information.

The financial reporting framework that has been apphed in the preparatuon of the fmancual statements is
United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable
law (Umted Kingdom Generally Accepted Accounting Practice).

In applymg the financial reporting framework, the directors have made a number of subjective judgements, for

example in respect of significant accounting estimates. In maknng such estlmates they have made assumptions. ..

and consudered future events.

Opinions onother matters prescribed by the Companies Act 2006

_In our opinion, based on the work undertaken in the course of the audit:

¢ the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared is consistent with-the financial statements; and
e the Strategic Report and the Directors’ Report have been prepared in accordance with applicable
legal requirements. . . .
in-addition, in light of the knowledge and understandmg of the'company and its environment obtamed in the
course of the audit, we are required to report if we have identified any material misstatements in the Strategic
Report and the Directors’ Repart. We have nothing to report in this respect.
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!MPERIAL TOBACCO INTERNATIONAL LIMITED

~ Other matters ori‘which we are required to report by exception

Adequacy of accounting records and information and explanations received -
) Under the Companies Act 2006 we are required to report to you if, in our opinion:

e. we have riot received all the information and explanations we require for our audst or

e . adequate accounting records have not been kept, or returns adequate for our audxt have not been
* received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Dxrectors remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certam disclosures of
directors’ remuneration specified by law are not made. We have no exceptions to report arising from this
respon51bxlnty )

‘ Resbonsibilities for the financial statements and the audit

Our responSIbIhtles and those of the directors

As explained more fully in the Statement of Directors’ Responsnbllmes set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view.

Our responsibility is to audit and éxpress an opinion on the financial statements in accordance'with applicable
law and International Standards on Auditing (UK and ireland) {"ISAs (UK & Ireland)”): Those standards require
S usto comply with the Auditing Practlces Board's Ethical Standards for Auditors.

. This report, |ncludmg the opinions, has been prepared for and only for the company 3 members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.. We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to-any other person to whom
this report is shown or into whosé hands it may come save where expressly agreed by our pnor consent in

) wntmg .

.

What an audit of financial statements involves-

Weiconducted our audit in accordance with 1SAs (UK & Ireland). An audit involves obtaining evidence about the

. amounts and disclosures in the financial statements sufficient to give reasonable assurance that the financial
statements are free from matenal misstatement, whether caused by fraud or error. This includes an
assessment of:

o whether the accountlng policies are approprlate to the company s circumstances and have been
. consistently applied and adequately disclosed;
‘e the reasonableness of significant accounting estimates made by the directors; and

LI the overall presentation of the financial statements.

'We primarily focus our work in these areas by assessing the directors’ judgements against available evidence,
forming our own judgements, and evaluating the disclosures in the financial statements.

We tést and examine information, using sampling and other auditing technigues, to the extent‘we consider
necessary to provide a-reasonable basis for us to draw conclusions. We obtain audit evidence through testing
* the effectiveness of controls, substantive procedures or a combination of both.




IMPERIAL TOBACCO INTERNATIONAL UMITED . .-

In addition, we read all the financial and non-financial information in the Annual Report to identify material

. inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of
performing the audit. if we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report. With respect to the Strategic Report and Directors’ Report, we
consider whether those reports include the disclosures required by applicable legal requirements.

~ John Maitfand {Senior Statutory Auditor)
for and on behalf of FfricewaterhouseCoopers LLP
.Chartered Accountants and Statutory Auditors

_ Bristol - - -
. 26 Jure 2018
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" IMPERIAL TOBACCO INTERNATIONAL LIMITED

Income Statement
"’ For the Year Ended 30 September 2017

(l:n €'000) L - i ‘ L | Note | ‘ 2017 2016
Revenwe .. . | 4 2367022 " 2,240,799
.tqst‘qf sales | - _'(2;275,561)' | (2,176,837)1.:
6ross profit =~ = . h W - K _ S ‘4 . 87,461 '63,962
“Distribution Ac‘o;c,'t:s S o ‘A o | (264,999) . (231,240)
R:es:trpc'-n-Jring. ,cost‘s o ) L o . ) . - (2,458) a (2,056)
Other administrativ'e_expénses . : . ‘ (94,246) . (90,624)
Administrative anq other expenses ‘ o ‘ ‘ L ) {96,704) L (92‘,68_0)_
.".fOthlerOpérating lnco;n:é‘ R R | ' ' L 283,710 246,421
Opérating prt;ﬁf/(lbss') . , L _ . 9,468 ” t13,537)”
‘Finance inc;)me . c L - , o R 428 . | 130
Finance costs - ' . . : o = (56)
Ngtﬁnan'cg"?nco’me T 4 . _ B : - A428 . .74
P}oﬁt/ (Lc':oss) beforetéxat'i'on = - . . S ' 9,896 . | (13,463,)" .
Tax on Profit / (Loss) L. o - | (16,9_50} . 10384
B ?ﬁ:ﬁt/(Lt:;ss).fort’heyéérA T ) " S '(7,054‘) . 3.079)
AII results derive -frém ;qnti‘n'ui'ng ope.rati_ons*. .
91|.Pag ei




IMPERIAL TOBACCO INTERNATIONAL LIMITED

Statement of Comprehensive Income -
For the Year Ended 30 September 2017 -

B (In €000) - Note 2017 2016
’Proﬁ.t / (Lc;sé). fo‘; the year : (7,054) (3,079)
Other- comprehénsive income .

Exchange movements . . L = (29) -

Other compreﬁensive i;xcor.'ne for the Year, n.et of taxation ' - -

Tdt;l comﬁrehensivg income for the year : (7,033)' (3,0479)A
N
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IMPERIAL'TOBACCO INTI ERNATIONAL LIMITED.

Statement of Fmancral Posrtron

" As at 30 September 2017
" (In'€'000) " Note. 2017 2016
. Non-Current Assets . ‘
. Intangible assets . 1,729 2,985
Property, plant and equrpment 1,739 . 1,820
. Deferred tax assets 12 7,756 . 8,953
’ 11,224 . 13,758
Currer\t assets ‘ ‘ '
- Inventories - 9 81,732 © 102,654
' Trade and other receivables _ 10 493,430 ° ' 440,344
Cash and cash. equivalents . 15,040 4,048
o L : o 590,202 547,046
_Total Assets - 601,426 = - 560,804
Current Liabilities : . _ A
Trade and other payables 11 " (561,348) (513,763}
. Ak ) ] e .
_ Total Liabilities (561,348) (513,763)
“Net assets 40,078 47,081
‘ "Eciu.ity‘ : .
~. Share capital 14 . 209 . 209
Retained earnings ‘ 39,869 46,832 .
Total equity 40,078

" The notes on pages'13 to 23 are an integra! part of these financial statements.

47,041

The' fmancral statements on pages 9to 23 were approved by the Board of Drrectors on 20 June 2018 and’

A srgned onits behalf by

'P%ZNIK Bogdan
Director,

PINTO DE OLIVEIRA Avelrno
Drrector
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" IMPERIAL TOBACCO INTERNATIONAL LIMITED

7

Statement of Changes in Equity
For the Year Ended 30 September 2017

Share

" Retained

. Share Total
{In €'000}." - capital premium "earnings equity |
-_At 1 October 2016 209 - 46,832 - 47,041
Loss for the year - - ) - - (7,054) " {7,054)
Exchange movements - - (29) - (29)
Total comprehensive expense - - (7,083) (7,083)
_Transactions with owners . -~
Costs of employees' services compensated by _ i
share schemes ‘ o - - 120 120
At 30 September 2017 209 ; 39,869 40,078
* At 1 October 2015 209 - - 49,911 50,120
Lbss for the year - - (3,079) (3.,079)
Exchange movements - - - S
Total comprehensive expense - - - - (3,079) (3,079)
Transactions with owners : : . -
209 - 146,832 47,041

. At 30 September 2016
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- “IMPERIAL TOBACCO INTERNATIONAL LIMITED

- modified, as appropriate, in the year in which the circumstances change.

Notes to the Financial Statements
e Authorisation of ﬁnancial statéments and statement of compliance,with FRSlOl
‘ The fmancual statements of Imperna] Tobacco lnternat|onal Lumnted (the Company) for the year ended
’ =30 September 2017 were authorised for issue by the board of directors on 20 June 2018, and the balance

" sheet was signed on the board’s behalf by Avellno Pinto De Oliveira and Bogdan Poberznik. Imperial Tobacco
" Intérnational Limited is incorporated and domiciled in England and Wales.

These financt-al statements were prepared in accordance with the Companies Act.2006, Financial Reporting
Standard 101 Reduced Disclosure Framework (FRS 101)Aand applicable accounting st_andards.

. The Company s fmanc:al statements are presented in Euros which is the primary economlc environment in

which the Company operates The functronal currency of the' UK and German branches is Euros, and that of
the Russian branch is\Russian roubles. All values are rounded to the nearest thousand Euro (€‘000) except
when otherwnse mdlcated : :

The Compa ny is'a wholly owned subs‘idiary of Imperial Brands PLC, registered in the Ulnited Kingdom. The .
results of the Company are included in the consolidated financial statements of Imperial Brands PLC which are -

“available from 121 Wmterstoke Road Brlstol BS3 2LLor the Wwebsite www. nmpenalbrandsplc com ’

The principal accounting policies adopted by the Company.are set out in note 2. f '

2 Acco'unting policies

BaS|s of preparatlon of fi nancnal statements

The financial statements have’ been prepared in accordance with. Financial Reportmg Standard 101, Reduced

" Disclosure Framework FRS 101, as issued by the Financial Reporting Council.

The fmancral statements have been prepared on the historical cost basis, except as described in the
accountlng pollaes on foreign cu rrency, fmancual instruments and retlrement benefits costs below.- Historical

" cost is generally based on the falr value of the consideration given in exchange'for the assets.

) The preparation of the financialstatements requires management to make estimates and assumptions that
' affect the reported amounts of revenues and expenses during the period and of assets and liabilities at the
- balance sheet date. The key estimates and assumptions are set out in-note 3 Critical Accounting Estimates and
* Judgements. Such estimates and assumpt(ons are based on histarical expenence and various other factors
~.that'are believed to be reasonable in the circumstances and constitute management’s best Judgement at the
. date of the financial, statements In the future, actual experience may deviate from these estimates and

a.ssumptions.'This could affect future financial statements as the original estimates and assumptions are
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IMPERIAL TOBACCO INTERNATIONAL LIMITED

The followmg exemptlons from the requnrements of IFRS have been applled in the preparatnon of these
fmancual statements, in accordance with FRS 101:

e 101p8(a) & Paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share-based bayment’ {details of the number
and weighted-average exercise prices of share options, and how the fair value of goods or services
received was determined). ,

e. 101p8(d) & IFRS 7, ‘Financial Instruments: Disclosures’. . e

e 101p8(e) & Paragraphs 91 to 99 of IFRS 13, ‘Fair value measurement’ (disclosure of valuation
techniques and inputs used for fair value measurement of assets and liabilities). '

o 101p8(f) & Paragraph 38 of IAS 1, ‘Presentation of financial statements’ comparative information
requirements in respect of: : '

(i) paragraph 79({a)(iv) of IAS 1;

(i) paragraph 73(e) of IAS 16 Property, plant and equipment;

(m) paragraph.118(e} of IAS 38 Intangible assets (reconciliations between the carrying -
“amount at the beginning and end of the period)"

. 101p8(g) & The following paragraphs of I1AS 1, ‘Presentation of financial statements’:

(i) 10(d), (statement of cash flows)- '

(i) 16 (statement of compliance with all IFRS),

(iii) 38A (requirement for minimum of two pnmary statements, mcludlng cash flow
statements), <

(iv) 38B-D (addmonal comparative mformatlon)

(v) 111 (cash flow statement information), and
(vi) 134-136 (capital management disclosures)
. 101p8(h) & 1AS 7, ‘Statement of cash flows’ '
e . 101p8(i) & Paragraph 30 and 31 of IAS 8 ‘Accounting policies, changes in accountmg estlmates and
' errors’ (requn’ement for the disclosure of information when an entity has not applied a new IFRS that
_ has been issued but is not yet effective)

e 101p8(j) & Paragraph 17 of 1AS 24, ‘Related party disclosures’ (key management compensatlon)

e 101p89%({k) & The requirements in IAS 24, ‘Related party disclosures’ to disclose related party
transactions entered into between two or more members of a group.

New accounting standards and interpretations .
No new accounting standards or amendments to accounting standards or IFRIC interpretations that are
effective for the year ended 30 September 2017, have had a material impact on the Company.

Forelgn currency :
Monetary assets and Ilabnlmes denominated in foreign currencies are translated into Euro at the rates of

exchange ruling at the balance sheet date.

Transactions in currencies other than Euro currency are initially recorded at the exchange rate ruling at the
date of the transaction. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at exchange rates ruling at the balance sheet date of monetary assets and liabilities
denominated in foreign currencies are recognised in the income statement with exchange differences arising
on trading transactions being reported in operatmg profit, and those arising on financing transactions being
. reported in net finance costs.
The carrying amounts of the Russian branch are translated at the rates of exchange rulmg at the balance sheet
- date and resulting exchange differences are offset against exchange gains or losses on the translation of intra-
group borrowings in reserves, through the Statement of Comprehensive income.
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 IMPERIAL TOBACCO INTERNATIONAL LIMITED

Revenue .
Revenue comprises the mvonced value for the sale of goods and services net of sales taxes rebates and
. discounts. Revenue from the sale of goods is recognised when the Company has delivered products to the
© customer, the customer has accepted the products and collectablhty of the related receivables is reasonably
assured. Customer rebates and discounts may be offered to promote sales. The calculated costs are accrued
.and accounted for. as incurred and matched as a deductlon from the assocuated revenues (i.e. excluded from
‘revenues reported in the income statement). ’

Other Operatlng Income .
.-Other operating mcome relates to recharges made to other Group compames for operating costs mcurred on
thelr behalf. :

Interest | ' ' . : .
Interest payable and receivable is recognised in the income statement on an.accruals basis.

Taxes : :

The tax expense for the perlod comprises current and deferred tax Tax is recognised in the i income ..
statement, except to the extent that it relates to items recognised in other comprehensive income or directly ’
‘in shareholders' funds In this case, the tax is also recogmsed in other comprehensive income or drrectly in’
the shareholders' funds respectively. :

v

'

Current tax is the expected tax payable on the taxable income for the penod using tax rates enacted or.
substantively enacted at the balance sheet date and any adjustments to tax payable in respect of previous
perrods . o . . oo - : .

Deferred tax is provrded m full on temporary differences between the carrying amount of assets and Irablhtles

‘ ‘inthe fmanmal statements and the tax base.
. 9 .

_ A net deferred tax asset is recogmsed only to the extent thatitis probable that future taxable proflt will be
avallable against whnch the asset can be utilised. . ’ :

.Deterred fax is determined using tax rates that have been enacted or substantively enacted by the balance.
sheet date and are expected to apply when the related deferred tax asset is reahsed or the deferred tax .
.lnablllty is settled Deferred tax is measured on a non-discounted bas:s '

: DlVldends

K F|naI dividends are recogmsed as.a Ilabmty in the period in whrch the dividends are approved by shareholders,
,whereas interim dlwdends are recognlsed in the perlod in Wthh the dividends are paid.
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IMPERIAL TOBACCO. INTERNATIONAL LIMITED

Inventories . v .
“Inventories are stated at the lower of cost and net realisable value. Cost is determined ‘using the first in first
out (FIFO) method. The cost of finishéd goods and work in progress comprises raw materials, direct labour,
- other direct costs and related production overheads (based on normal operating capacity). Net realisable
‘value is the estimated selling price in the ordinary course of busmess less the estimated costs of completlon

and selling expenses.

Financial Instruments . : _ L :
Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the relevant instrument. Financial assets are de-recognised when the rights to receive benefits
have expired or been transferred, and the Company has transferred $ubstantially all risks and rewards-of

" .. ownership. Financial liabilities are de-recognised when the obligation is extinguished.

Non-derivative financial assets aré classified as loans and receivables. Receivables are initially recognised at
fair value and are subsequently stated at amortised cost using the effective interest method, subject to
reduction for allowances for estimated irrecoverable amounts. A provision for impairment of receivables is
established when there is objective evidénce that the Company will not be able to collect all amounts due
according to the original terms of thdse receivables. The amount of the provision is the difference between
the asset’s carry'ing amount and the present value of estimated future cash flows, and is recognised in the

" income statement. For interest-bearing assets, the carrying value includes accrued interest receivable.

Non-derivative financial liabilities are classified as loans and payables. Payables are initially.recognised at fair
value and are subsequently stated at amortised cost using the effective interest method. For borrowings, the
carrying value includes accrued interest payable. . L
. Cash and cash equwalents include cash in"hand and deposits held on call together w:th other short term
-highly I|qu|d investments. ‘ :

Retlrement ‘benefit schemes

- The Company participates, together wnth other group companles ina pension scheme for its employees the

" Imperial Tobacco Pension Fund (the Scheme), which is of a defined benefit type. As it has not been possible to
identify the underlying assets and liabilities attributable to each participating company on a consistent and .
reasonable basis, this is recognised in the financial statements of Imperial Tobacco Limited in its role as the
"sponsoring comp'any in the Scheme. For defined contribution sc'hemes, contributions are recognised as an

' employee benefit expense when they are due. Disclosures related to the schemes are also presented within
the financial statements of Impenal Tobacco lerted :
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'IMPERIAL TOBACCO INTERNATIONAL LIMITED
' - ‘3. Critical accounting estimafeS'andjudgements

The Com pany makes estimates and assumptions regardmg the future Estimates and Judgements are
E contunually evaluated based on historical experience, and other factors, including expectatrons of future o
.events that are beheved to be reasonable under the crrcumstances :

In the future actual experience may devrate from these estimates and assumptions. The estimates and -
. assumptnons that have a significant risk of causing a material adjustment to the carrylng amounts of assets
and liabilities within the current financial year are discussed below : ’

Accruals . . . .

The Company holds provrsrons where approprrate in respect of estimated future economic outflows whlch
arise due to past events. Estimates are based on management judgement and information available at the
"‘balance sheet date. Actual outflows may not occur as anticipated, and estimates may prove to be lncorrect,

leading to further charges or releases of provisions as circumstances drctate :

' A 'Segment informatlon'» )

The Company is engaged in only one class of business, the marketmg and export of manufactured tobacco-
related products The analysrs of turnover by Iocatlon was as follows '

_ (In€'000) . e . T S 2017 2016'

Western,Europe ) - S S o A 1,242,362 1,089,133.
| Africa/Middle East ' L : - ae96a2 462,979

‘Eastern Europe . - . - . o . 21,686 89,183

Asra Pacnfrc/Amencas o SR S 653,332 " 599,504

2,367,022 2,240,799

12016 restated due to error in classification
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IMPERIAL TOBACCO INTERNATIONAL LIMITED

5. Profit / (Loss) before taxation
. PAr,ofi't / (Loss) before taxation is stated after charging / (crediting):

(In €000) . ' i o . 2017 12016

. Changes in inventories of finished goods and work.in progress B 20,922 (13,034)

_ Distributiori expenses - - : L 264,999 231,240

Changes in mventones rélate to decreased finished goods manufactured and stored prior to changes in EU
regulations (the European Tobacco Products Directive (EUTPD)) which came into force in May 2016 and
permit product manufactured prior to May 2016 to be sold by May 2017. These inventories have been sold

during the year

The increase in dustnbutuon expenses is due to losses experlenced in exchange conversuons due to currency
fluctuations versus the Euro. : :

" Analysis of fees payable to Pricewat_erhouseCoopers LLP and its associates

(In €000) L AR v . 2017 2016

' Audif'ofthe Company,fi_nancialstatements ' . . o , . 85 84

- 6. Directors and employees
Empldyn'ient costs

(In€000) S o ‘ , 2017 2016

Wages and Salaries o A - : 15,081 15,757
" Social security costs - ‘ o 1,809 1,614
Pension costs . - T _ A a1 4
Share-based payments - , o . 120 105 -
' o ' 1_7,051 .. 17,520 -

The em ployee costs above |nclude wages and salanes of €6,757,000 (2016 €6,374,000) and socval secunty
costs of €821, 000 (2016 €649,000) which have been recha rged from other group companles

Average number of perso_ns (including Di(ectors) ‘employed by the company during the year

Number of employees by activity oo ' ' : 2017 ‘ 2016

" selling, marketing and distribution : _ S - %0 . 109 -

-
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. IMPERIAL TOBACCO INTERNATIONAL LIMITED

6. .Directors and employees (continued)

Directors’ 'Emolum.ents

(in€000) L ’ .
. - . . . 2017 . 2016
Emoluments - L e ¢ ges - . 934
' SMSannualvesting® - .. | .o - N A } . 283 - 324 B
" | 1177 1,258

) K During the year, four D|rectors (2016: three) exercised share options,-and recelved shares under Share Matching Scheme (SMS). -
" ‘Atotal of 6,453 shares with a market value of €283,299 were exercised." - ’

) Four operational Directors' sen)ices to the Company and to a number of Grovup subsidiaries were of an

executive nature, their emoluments were deemed to be wholly attributable to their services to the Company
in the financial year to 30 Septem‘ber 2017. Accordingly, their emoluments are disclosed in these financial . '
statements. The other Director is non-executive in nature, wnth thelr emoluments mcurred by other Group
compames and not attrlbutable to the Company :

The total aggregate emoluments of the hlghest pald Dlrector were €348 OOO {2016: €367 ,000), mcludmg SMS

' v vestmg of €121,000 (2016 €122 000)

o Dlrectors pensions
Retlrement benefits are accruing under a defmed benefit scheme in respect of aﬂ the Company s Dlrectors
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IMPERIAL TOBACCO INTERNATIONAL LIMITED

7. Taxation

* Analysis of charge in the period (In €000) . C 2017, 2016
UK corporation tax on profits for the year . B 12,905 : -

"QOverseas tax ] . c 497 .

Adjustments in respect of prlor years - UK ‘ . ' - {7,190)
Adjustments in respect of prior years - Overseas . 2,355 {150) .

.Total currenttax ~ =~ - ‘ 15,757 (7,340)

" Origination and reversal of timing differences . 1,063 .~ (5,534) "
impact of change.in tax rate . . : - .- 124
Adjustments in respect of prior years - UK ' - {32) 2,366 -
Adjustments in respect of prior years - Overseas ’ _ ] 162 © L -
TJotal deferred tax . _ : - - 1,193 - . (3,044)

“Tax on profit on ordinary activities o - " 16,950 - (10,384)."

Factors affectmg the tax (credit) / charge for year
Tax for the year is higher (2016 lower) than the standard rate of corporation tax in the UK for the period of -
19.5 per cent (2016: 20.0 per cent). ’

,The differences are exp!ained as follows:

in€000 - . ‘ ‘ » 2017 2016 |

Proﬁt on ordmary activities before taxation ) ' . " 9,896 {13,463).
Prof;t mult!phed by standard rate of tax in the UK of 19.5% (2016: 20%) - . 1,930 (2,693). ‘
‘Effects of: : ) o .
Remeasurement of deferred tax - reconciliation rate ' T (88) : 124
Adjustments to tax charge in respect of prior years - UK CT : A - {7,190} '
Adjustments to tax. charge in respect of prior years - UK DT (32) 2,366
Adjustments to tax charge in respect of prior years - overseas CT - 2,355 (150)
Adjustments to tax charge in-respect of prior years ~ overseas DT : o T 162 -
Expenses not deductible for tax purposes T - 377 609 -
Difference in tax rate on overseas earnings ' 321 - . (3,139) '
UK-UK transfer pricing - T (272) - 311)
Group relief surrendered » : : : 12,193 . - -
Tax on profit on ordinary activities’ ) ' ' 16,950 (10 384)

“The corporatlon tax for the year has been adjusted by €12.193 mnlhon (2016: €nil) due to surrender of group
- relief for nil consuderatlon to (2016: to) other Imperial Brands PLC subsndnanes 4
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IMPERIAL TOBACCO INTERNATIONAL UMITED |

7 Ta)tation-(continued) o

Movement on current taxaccounts : o - : 2017 - . 2016

- Effects of: S _ o ) o B
Atas1October - =~ ' _ A . ' ' - 2553 25,528
Charged / (credited) to the income statement ' o 15,757 (7,340)
Charged / (credited) to other comprehenswe income ' - i - . 1 -

- Cash paid : . ) . ) : ' (7,016) - (15,635) -
As at 30 September . : . . . ) . 11,295 . 2,553
Analysed as: : : _ . S .
Liabilities = S . ' S 12,905 - 2,553

© Assets . . o ) : ’ (1,610) -

. S ‘ ‘ , © 11,295 - 2,553

, Factors affectmg future tax charges .
There is no guarantee that the surrender of group tax Iosses by other Group underta kings will occur in the
future. . :

The"current year tax rate of'19 Sper cent arises from profits being taxed at 20 per cent until 1 April 2017.

The rate of corporation tax was reduced by 1.0 per cent from 20.0 per cent to 19.0 per cent on 1 April 2017. A
further reduction to 17.0 per cent onl Aprnl 2020 was enacted as at the balance sheet date.” :

8. Dlvldends : .
The Dlrectors do not recommend payment of an ordinary dividend (2016: €n|I)

9. Inventories

(In€000) . . . - - . S 2017 2016

Fipished inventories - ' o ‘ : 81,732 102,654

81,732 102,654 -

. The cost of |nventones recognised as an expense and mcluded in "cost of sales” amounted to €1, 566 045 000
(2016 €1,537,434, 000) '

' 10. Trade and other kecei;/ab[es’ ‘

v (neoo0) R a7 2016

- Trade receivables - . S . ’ . 67,475 . 63,169
‘Corporation Tax - Germany - . ' . 1,563 -
Corporation Tax - Russia g S o L ' 47 -
Amounts owed by group undertakings = . . o - 381,956 - 333,525
Prepayments and accrued.income. ' ) - : ' - 42,389 : 43,650

' ' ' ' 493,430 - 440,344
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IMPERIAL TOBACCO INTERNATIONAL LIMITED

11. Trade and other Payables

(In €000} .

2017 2016
Trade payables 11,037 13,577
Amounts owed to group undertaklngs : 488,483: 436,143

UK Corporatian tax creditor 12,905 -
German Corporation-tax creditor - 2,553

~ Accruals and deferred income 48,923 61,490

' ' 561,348 513,763

Amounts owed to group undertaknngs are unsecured have no fixed date of repayment and are repayable on

. 'demand : :

The Company is party to a cash poolmg agreement, such that cash balances from Group companies

pamcupatmg in the arrangement are combined together at periodic times during the financial year. The cash

pooling arrangement has a net overdraft facility attached to it that is shared amongst the Group companies

* . within the cash pool. The rate of interest that is applied to this overdraft is a margm over base rate and is

applied to the header account only.

12. Deferred Tax -

The provision for deferred tax consists of the following deferred tax assets / (liabilities):

(In €'000) 2017 2016
Deferred tax assets due within 12 months - -

- Deferred tax liabilities due within 12 months - -
Total provision.. - -
Deferred tax assets due after more than 12 months 7,756 8,953
Deferred tax liabilities due after more than 12 months » - -
Total provision ' 7,756 8,953
Total deferred tax provision 7,756 8,953

, : Capital
. Deferred tax assets (In €'000) . allowances " . Other Losses Total
As at 1 October 2015 45 . 24 5,840 5,909
Charged / (creditéd) to the income statement 79 (24) - 3,113 3,168
Impact of change of caorporation tax rate (19) - (105) {124)
As at 30 September 2016 - - 105 - 8,848 8,953
Charged / (credited) to the income statement 53 . 120 (607) (434)

Charged / (credited) to other comprehensnve income - ’ (4) o - - {4)
Utilised - - - ~ (504) (504)
Adjustment due to dlfference from prlor perlod : {255) (255)
‘As at 30 September 2017 158 = 116 . 7,482 7,756 .
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IMPERlAL TOBACCO |NT ERNATIQNAL LIMITED .
13. ‘Retirement beneﬂt Schemes '

Def ned contrlbutlon scheme
The defined benefit scheme was closed to new entrants wnth effect from 1 October 2010 and new employees

: are now offered a defined contribution scheme instead. An amount of €41 105 (2016: €43,924) is recognised

relatmg to the cost ofthe defined contnbutlon scheme

14. ‘Share capitai;

(in €000) o - | 2017 - 2016

Authorised, allotted, called up and fully paxd - . . .
166,506 ordinary shares of£1‘each (2016. 166,506) = - ’ 1209 209

15. Related party transactions.

The Company has taken advantage of the Group exemptlon under the terms of IAS 24 from disclosing related

* party transactions with entities that are part of the Group since the' Company i is a wholly owned subsidiary of IS
imperial Brands PLC and is included in the consohdated financial statements of the Group, Wthh are publicly .

avanlable . '

" 16. Related undertakmgs

The ultimate parent undertaklng and controlling party of the Company at 30 September 2017 was Imperial

- Brands PLC; a company incorporated in Great Britain and registered in England and Wales. The smallest and
-largest group in which the results of the Company are consolidated is that headed by Imperial Brands PLC,

whose consolidated financial statements may be obtained from the Company Secretary, 121 Wmterstoke

. Road Bristol, BS3 2LL.
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