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Notice of meeting

Notice 1s hereby given that the Annual General Meeting
of B AT International Finance p 1 ¢ will be held at
Globe House, 4 Temple Place, London, WC2R 2PG on
17 July 2007 for the transaction of the following business

1 To recetve the accounts for the year
ended 31 December 2006 and the reports
of the Directors and the Auditors thereon

2 To reappoint Directors
3 To reappoint the Auditors
4 To authorise the Directors to determine the

Auditors' remuneration

By order of the Board

A C Girling, Assistant Secretary
14 June 2007

Note

A member entitled to attend and vote 1s entitled
0 appoInt a proxy to attend and vote instead of
him Such proxy need not be a member of the
Company

Secretary and Registered Office
Nicola Snook

Globe House

4 Temple Place

London WC2R 2PG

Registered Number 1060930

Registered Auditors

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
1 Embankment Place, London




Directors' Report for the year ended 31 December 2006

Introduction
The Directors present their report and the audited financial statements for B AT International Finance Ple, (‘the
Company’) and 1ts subsidiaries (*the Group’} for the year ended 31 December 2006

Board of Directors
The names of the persons who served as Directors of the Company during the period 1 January 2006 to the date
of this report are as follows

Paul Ashley Rayner

Ketineth John Hardman

David Cameron Potter

David Andrew Swann

Brian Christopher Barrow

Dante Joao Lett: (appointed 3 October 2006)

In accordance with the Articles of Association, Mr D J Letti, having been appointed since the date of the last
Annual General Meeting, resigns from the Board at the forthcoming Annual General Meeting, and, together with
Messrs Barrow and Swann, who are subject to retirement by rotation, and, each being eligible, offer themselves
for reappointment

Bustness Review for the year to 31 December 2006

The profit for the year amounted to £131.7 mtihon (2005 £44 3m) Total equity has reduced by £20 8 million
(2005 increased by £164 2 milhon) The Directors do not recommend payment of a dividend for the year (2005
£ml)

The Company 1s a guarantor and borrower under the BAT Group central banking facility During 2006, this
central banking facility at £1 75 billion was extended on existing terms under a one year bank extension option
to a term of five years (with a further one year bank extension option remaining)

In September 2006, an entity within the BAT Group novated a £217 mullion bond maturing n 2008 and a €500
million bond maturing in November 2006 to the Company No bonds were 1ssued by the Company or any of its
subisidiaries tn 2006 [n 2005, the Company 1ssued one bond, maturing in 2012, which raised €750 million

Principal risks and uncertainties

The role of the Group 15 to raise finance for the British American Tobacco p 1 ¢ Group (‘BAT Group”),
managing the financial nsks ansing from underlying operations and managing BAT Group's cash resources Ali
these activities are carried out under defined policies, procedures and hmits The Company acts as the entity
hosting the BAT Group European and Asia Pacific Treasury Service Centres It 15 intended that that Group will
continue to undertake business relating to these activities

Given the nature of the Group’s activities, the Company’s directors consider that key performance indicators
based solely on the Group’s results are not necessary or appropriate for an understanding of the Group’s specific
development, performance or position of its business However, key performance indicators relevant to the BAT
Group which may be relevant to the Group are disclosed in the Operating and Financial Review in the Annual
Review of British American Tobacco p | ¢ and do not form part of this report

The Board of British American Tobacco p | ¢ reviews and agrees the overall treasury policies and procedures,
deleganing appropnate authority to the Company The British American Tobacco p | ¢ Finance Director 1s a
member of the Board of the Company and any significant departure from agreed policies 1s subject to prior
approval by the Board of British American Tobaccoplc

Clear parameters have been established, including levels of authority, on the type and use of financial
instruments to manage the financial risks facing the Group Such instruments are only transacted if they relate to
an underlying exposure, speculative transactions are expressly forbidden under the Group's treasury policy The
Group's treasury position 1s monitored by the BAT Group Treasury Commuittee, which meets regularly and 1s
chaired by the British American Tobacco p | ¢ Finance Director Regular reports are provided to sentor
management and treasury operations are subject to peniodic independent reviews and audits, both nternal and
external

The Group’s treasury operations and management of financial risks are more fully described on pages 19-20
note 11




Directors' Report continued

Post balance sheet events

On 12 June 2007, BNP Paribas announced an offer to purchase for cash a target amount of €750 Om of the
outstanding €1,700 Om 4 875 per cent Eurobond due in 2009 1ssued by the Company The offer 1s subject to a
target acceptance amount of €750 0m subject to the right to amend such amount at any time On the same day,
the Company announced 1ts intention to 1ssue one or more series of fixed or floating-rate notes, part
consideration for which will take the form of the Eurcbond purchased i the offer above This s expected to
reduce the Company’s refinancing risk by allowing 1t to take advantage of current favourable market conditions
and to lengthen 1ts debt maturity profile The transaction will aiso impact the ratio of floating to fixed rate gross
1ssued debt

At the tme of the approval of the financial statements, the tender process was still open It is therefore not
possible to quantify the exact impact this transaction will have

On 21 March 2007, the Chancellor announced that with effect from 1 April 2008 the standard rate of UK
Corporation Tax will reduce from 30 percent to 28 percent As the change in rates has not been substantively
enacted at the balance sheet date, this change 1n the tax rate 15 a non-adjusting post balance sheet event The
change (n the corporation tax rate wil! not have a material effect on the results or position of the Group

Accounting policies

From | January 2003, the Group has prepared 1ts annual consolidated financial statements 1n accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union and implemented in the
UK

Directors' indemnities

As at the date of this report, an indemnity 1s in force under which Mr P A Rayner, as a Director of the Company,
15, to the extent permitted by law, indemmified 1n respect of all costs, charges, expenses or liabiliities which he
may incur in or about the execution of his duttes to the Company or as a result of things done by him as a
Director on behalf of the Company

Statement of Directors’ Responsibilities
The directors are responsible for preparing the Annual Report and the Group and the parent company financial
statements 1n accordance with applicable law and regulations .

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the Group financial statements 1n accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union, and the parent company financial statements n
accordance with applicable law and Umted Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice) The Group and parent company financial statements are required by law to give
a true and fair view of the state of affairs of the Company and the Group and of the profit or loss of the Group
for that period

In preparing those financial statements, the directors are required to
» select appropriate accounting policies and apply them consistently,
* make judgements and estimates that are reasonable and prudent, [
s state that the Group financial statements comply with IFRSs as adopted by the European Unton, and with
regard to the parent company financial statements that applicable UK Accounting Standards have been
foltowed, subject to any material departures disclosed and expiawned 1n the financial statements
s prepare the Group and parent company financial statements on the going concern basis unless 1t 15
inappropriate to presume that the Group will continue i business, in which case there should be supporting

assumptions or quahifications as necessary

The directors confirm that they have complied with the above requirements in preparing the financial statements




Directors’ Report continued

The directors are responsible for keeping proper accounting records that disclese with reasonable accuracy at
any time the financiai position of the Company and the Group and to enable them to ensure that the Group
financizal statements comply with the Companies Act 1985 and Articie 4 of the IAS Regulation and the parent
company financial statements comply with the Companies Act 1985 They are also responsible for safeguarding
the assets of the Company and the Group and hence for taking reasonable steps for the prevention and detection
of fraud and other irregulanties

Directors’ declaration in relation to relevant audit information
Having made enquiries of fellow Directors, each of the Directors confirms that

(1) to the best of his or her knowledge and belief, there 1s no relevant audit information of which the
Company's auditors are unaware; and

2) he or she has taken all steps that a Director might reasonably be expected to have taken 1n order to make
himself or herself aware of the relevant audit information and to estabhsh that the Company’s auditors
are aware of that information

Auditors
A resolution to reappouwnt PricewaterhouseCoopers LLP as auditors to the Company will be proposed at the
Annual General Meeting

On behalf of the Board

e \\'“
A C Girling, Assistant Secretary
14 June 2007




Group Income Statement

for the year ended 31 December

2006 2005
£m £m
Interest income (note 3) 596 8 5211
Interest expense (note 4} (553.3) {502 9)
Net gains/(losses) on fair value of derivatives and exchange differences (note 5) 96.7 36 8
Net finance income 140 2 550
Other operating charges (note 6) (15) (23)
Profit before taxation 138.7 527
Tax expense {note 7) (7.0) {8 4)
Retained profit for the year 131.7 443
All the activities during both years are 1in respect of continuing operations
Group Statement of Changes in Total Equity
for the year ended 31 December
2006 2005
£m £m
Dufferences on exchange (189 8) 137 5
Cash flow hedges
- net fair value losses (11.8) 62)
- reclassified and reported in net profit 11.3 03
Net investment hedges
- net fair value gans/(losses) 37.8 (a1
Net (losses)/gains recognised directly in equity (152.5) 1199
Profit for the year 131.7 443
Total recognised (losses)/income for the year (20.8) 164 2
Balance I January (note 14) 264.3 1333
Change tn accounting policy - (33 2)
Balance 31 December (note 14) 243.5 264 3

The accounting policy change 1n 2005 reflected the application of IAS32 and 1AS39 on financial instruments
from 1 January 2005 The £33 2m charge reflected the recogmtion of derivative financial instruments and

derecognition of deferred losses on derivatives

Notes are shown on pages 8 to 28




Group Balance Sheet

31 December

2006 2005
£m fm

Assets
Cash and cash equivalents (note 8) 3260 5052
Amounts due on demand from fetlow subsidiaries {note 9) 6522 8125
Derivative financial instruments (note 10) 2381 198 6
Other receivables (note 12) 27 30
Loans to parent {(note 13a) 2,056.9 2,0557
Loans to fellow subsidiaries (note 13b) 8,656.0 8,007 1
Toral assets 11,9319 11,582 1
Shareholders’ equity
Share capital (note 14) 10 10
Hedging reserve {note 14) (70) (65)
Translation reserve (note 14) 97.1 543
Retained earnings (note 14) 347.2 2155
Total shareholders’ equity 243.5 264 3
Luabilities
Bank overdrafis {note 15) 77.8 287
Amounts payable on demand to parent (note 16a) 5479 3933
Amounts payable on demand to fellow subsidiaries (note 16b) 4,869 4 48144
Denvative financial mstruments (note 10) 128.9 2126
Other payables (note 17) 37 15
Borrowings from fellow subsidiaries (note 18} 2,6320 2,522 4
Issued debt (note 15} 34287 3,344 9
Total liabilities 11,688 4 11,317 8
Total funds employed 11,9319 11,5821

On behalf of the Board

Notes are shown on pages 8 to 28




Group Cash Flow Statement

for the year ended 31 December

Cash flows from operating activities
Interest receipts
Interest payments

Cash payments to suppliers

Increase / (decrease) in operating assets and habilities
Short term funds advanced to fellow subsidiaries and parent
Proceeds from 1ssued debt

Proceeds from novated debt

Repayment of 1ssued debt

Novation of 1ssued debt

Movements relating to derivative financial instruments

Net cash (out)/inflow on loans to fellow subsidiaries

Net cash inflow on borrowings from fellow subsidiaries
Net cash (out)/inflow from operating activities

Effects of exchange rate changes on cash and cash equivalents
Net (decrease)/increase in cash and cash equivalents

Net cash and cash equivalents at beginning of period

Net cash and cash equivalents at end of period (note 8)

Notes are shown on pages 8 to 28

2006 2005
£m £m
245.7 1576
(231.9) (245 3)
01 (18
13.7 (89 5)
3929 245 8

- 4972

555.3 -
(336 8) {235 5)
- (1,021 1)

177.2 (154)
(1,361.9) 417
325.0 638 3
(234.6) IS
6.4 132
(228.2) 124 7
476.3 3516
2481 476 3




Group Notes on the Accounts

1. Accounting policies

Basis of Accounting

The Group accounts have been prepared in accordance with EU endorsed International Financial Reporting
Standards (IFRS), IFRIC mterpretations and the Companies Act 1985 applicable to companies reporting under
IFRS

The financial statements have been prepared under the historical cost convention except as described in the
accounting policy below on financial instruments The presentation of the Group balance sheet 15 based on

hquidity

The preparation of the Group accounts requires management to make estimates and assumptions that affect the
reported amounts of income, expenses, assets and habilities, and the disclosure of contingent liabihities at the
date of the financial statements The key estimates and assumptions relate to calculation of assets and liabilitres
using exchange rates and market expectations of future interest rates as at the balance sheet date These are set
out 1n the accounting policies below, together with the related notes to the accounts

Basis of consolidation
The consclidated financial information includes the accounts of B A T International Finance p I ¢ and its
subsidrary undertakings

A subsidiary 1s an entity controlled by the Group, where control 1s the power to govern the financial and
operating pelicies of the entity so as to obtan benefit from its activities

Intercompany balances and transactions, and any unrealised gains arising from inter-company transacttons, are
elimmated in preparing the consolidated financial statements

Foreign currencies

The income and cash flow statements of Group undertakings expressed in currencies other than sterling are
translated to sterling at average rates of exchange in each year provided that the average rate approximates the
exchange rate at the date of the underlying transactions Assets and habilities of these undertakings are translated
at rates of exchange at the end of each year

The differences between retained profits of foreign currency subsidiary undertakings translated at average and
closing rates of exchange are taken to reserves, as are differences arising on the retranslation to sterlig (using
closing rates of exchange) of foreign currency net assets at the beginning of the year

Foreign currency transactions are mntially recorded at the exchange rate ruling at the date of the transaction
Foreign exchange gawns and losses resulting from the settlement of such transactions and from the translation at
vear end rates of exchange are recognised in the iIncome statement, except when deferred as qualifying cash flow
hedges in the hedging reserve and as qualifying net investment hedges and on intercompany quast-equity loans n
the translation reserve




Group Notes on the Accounts

1. Accounting policies continued

Taxation
Taxation 1s that chargeable on the profits for the period, together with deferred taxation

Deferred taxation 1s provided n full using the hability method for temporary differences between the carrying
amount of assets and habihities for financial reporting purposes and the amount used for taxation purposes
Deferred tax 1s provided on temporary differences arising on investments in Group undertakings, except where
the timing of the reversal of the temporary difference 1s controlled by the Group and 1t 1s probable that it will not
reverse In the foreseeable future A deferred tax asset 1s recognised only to the extent that it 1s probable that
future taxable profits will be available against which the asset can be utilised As required under [AS 12,
deferred tax assets and liabihties are not discounted

Deferred tax 15 determined using the 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 1s realised or deferred tax liability 15
settled

Tax 1s recognised 1 the mcome statement except to the extent that 1t relates to items recogmsed directly 1n
equity, 1n which case 1t 15 recognised 1n equity

Financial instruments
Financial assets and financial habilities are recognised when the Group becomes a party to the contractual
provisions of the relevant mstrument and derecognised when 1t ceases to be a party to such provisions

Non-denivative financial assets are classified as either loans and receivables or cash and cash equivalents They
are stated at amortised cost using the effective interest method, subject to reduction for atlowances for estimated
irrecoverable amounts For interest-bearing assets, their carrying value includes accrued interest receivable

Cash and cash equivalents include cash in hand and deposits held on call, together with other short term highly
liquid investments Cash equivalents normally comprise instruments with maturities of three months or less at
date of acquisttion In the cash flow statement, cash and cash equivalents are shown net of bank overdrafts,
which are shown as a separate category i liab:lities on the balance sheet

Non-denvative financial hiabilittes are stated at amortised cost using the effective interest method For
borrowings, their carrying value includes accrued interest payable, as well as unamortised 1ssue costs

Denvative financial assets and habilities are stated at fair value, which includes accrued interest recervable and
payable where relevant Changes in their fair values are recognised as follows

e For derivatives that are designated as cash flow hedges, the changes mn their fair values are recogmsed
directly 1 equity, to the extent that they are effective, with the ineffective portion being recogmsed i the
income statement The accumulated gains and losses are recognised 1n the income statement to match those
of the underlying transaction

« For derivatives that are designated as fair value hedges, the carrying value of the hedged item 1s adjusted for
the fair value changes attributable to the risk being hedged, with the corresponding entry being made 1n the
income statement The changes in fair value of these derivatives are also recognised i the income statement

» For denvatives that are designated as hedges of net investments in foreign currency operations, the changes
wn their fair values are recognised directly m equity, to the extent that they are effective, with the ineffective
portton being recogmsed 1n the income statement Where non-derivatives such as foreign currency
borrowings are designated as net investment hedges, the relevant exchange differences are simularly
recognised The accurnulated gains and losses are recogmsed n the income statement when the foreign
currency operation 1s disposed of

» For derivatives that do not quahfy for hedge accounting or are not designated as hedges, the changes in their
fair values are recognised 1n the income statement 1n the period in which they anise



Group Notes on the Accounts

1. Accounting policies continued
Financial instruments continued

Hedge accounting 1s discontinued when a hedging instrument 1s derecogmised (for example through expiry or
disposal), or no longer qualifies for hedge accounting Where the hedged item 15 a hughly probable forecast
transaction, the related gains and losses remain wn equity until the transaction takes place, when they are removed
from equity 1n the same manner as for cash flow hedges as described above When a hedged future transaction 1s
no longer expected to occur, any refated gains and losses, previously recognised in equity, are immediately
recognised in the income statement

The Group applied the financial instruments’ standards IAS32 and 1AS39 from | January 2005

Segmental analysis

The Group’s internal reporting systems are not arranged on a geographical basis As [AS 14 requires a segmental
analysis, geographical segmentation based on location of counterparty has been provided The Group 15 a single
product business providing finance services

The prices agreed between Group companies, and with BAT Group entities, for intra-BAT Group loans and
borrowings, and charges for such, are based on normal commercial practices which would apply between
mdependent businesses

Dividends
Dividend distributions are recognised as a hability in the financial statements in the period in which the
dividends are declared and paid

Future changes to Group accounting policies

Certain changes to IFRS will be applicable for the Group accounts 1n future years To the extent that the Group
has not adopted these early in the accounts to 31 December 2006, they wall not affect the Group reported profit
or equity but they will affect disclosures

The requirements which have been endorsed by the EU, are effective from 1 January 2007 and are considered 1o
- affect the Group relate to disclosures under IFRS7 Financial Instruments disclosures and amendment to 1AS 1 -

Capital disclosures In addition, IFRS8 Operating Segments will be effective from 1 January 2009 1f, as

expected, 1t 1s endorsed by the EU However, once endorsed, 1t would be possible to adopt IFRS8 before 2009

10




Group Notes on the Accounts

2. Segmental reporting
Total Europe Americas Asia Pacific
2000 2005 2006 2005 2006 2005 2006 2005
£m £m £m £m £m £m
Interest income 596.8 5211 516.9 464 2 54.0 394 25.9 175
Interest expense (553.3) (502 9) (533.2) (494 6) (1.7 (22) (34 (@G
Other operating charges (1.5) (23) {1.4) (22) - - {01 (O
Net fair value gamns / 96.7 368 200.2 (94 9) (104.6) 1355 1.1 (38
(losses) on derivatives and
foreign currency gans /
(losses) on exchange
Profit / (loss) before 138.7 527 1825 (127 5) (67.3y 1727 23.5 75
taxation
Taxation .0 34) {0.3) (03) 5.6 (699 (1.1 (02
Retained profit for the 131.7 443 182.2 (127 8) (72.9) 1658 224 63
year
Assets
Segment assets 11,9319 11,5821 10,1238 10,5579 1,165.2 7261 6429 2981
Liabilities
Segment ltabilities 11,688.4 113178 11,3887 11,0560 250.2 2015 49.5 60 3

The segmental analysis 15 based on the location of the counterparty

3. Interest income

Interest income
From the parent undertaking
From fellow subsidraries
Cash and cash equivalents

4. Interest expense

Interest expense
Bank overdrafts
Issued debt

To the parent undertaking
To fellow subsidiaries

2006 2005
£m £m
1213 804
440.4 407 6
351 331
596.8 5211
2006 2005
£m £m
13.1 21
173 5 179 6
1866 1817
7.5 105
359.2 3107
5533 5029

11




Group Notes on the Accounts

5 Net gains/(losses) on fair value of derivatives and exchange differences
2006 2005
£m £m

Fair value changes on derivatives comprise

Cash flow hedges transferred from equity (1.3) 03
Fair value changes on hedged items 957 (17 6)
Farir value hedges 437 47
Instruments not designated as hedges 3192 (234 7)
Net fair value gains/(losses) on derivatives 3599 (247 3)
Net foreign currency (losses)/gains on exchange (263.2) 284 1
96.7 368

The £59 9m movement to a gain of £96 7m for net gains on fair value of derivatives and exchange differences 1s
principally due to

(a) A gain of £72 Om (2005 loss of £38m) relating to foreign exchange forwards taken out as part of BAT
Group’s treasury management

(b) A loss of £20 Om (2005 gain of £0 4m) relating to fair value changes on cross currency and interest rate
swaps not designated as hedges under [AS 39

(c) A loss of £4 Om (2005 gan of £12 6m) relating to fair value changes on borrowings related derivatives
provided to other entities within the BAT Group

(d) £7 5m of gains 1n 2005 relating to denivatives for which hedge accounting was obtained during 2005

(e) A loss of £2m (2005 £ml) relating to the net difference between the fair value changes to derivatives
designated as fair value hedges and the fair value changes to the hedged 1tems

(f) A gan of £16m (2005 £18 4m) relating to the net impact of differences on exchange

Most foreign currency assets and habilities are maintained in US dollars and euros, which at 31 December 2006
have been translated to sterling at US dollar 1.95715 and Euro 1 4842 (2005 US$1 7168 and €1 4554)

6 Other operating charges and employee information
2006 2005
£m £m
Other operating charges L5 23

Other operating charges include remuneration receivable of £20,000 (2005 £20,000) by the Company’s auditors
for the auditing of the annual accounts No remuneration was received for the supply of other services to the
Company by the Company’s auditors

The Group utilises the services of a number of employees whose contracts of service are with a fellow subsidiary
and their remuneration 1s included in that company's financial statements The fellow subsidiary levies a
management charge included in ‘other operating charges’ above The cost of these employees 1s included m the
management charge, but 1t 1s not possible to ascertain separately the element of the charge relating to staff costs,
or the average number of employees

12




1. Tax expense

a) Summary of tax
2006 2005
£m £m
UK Corporation tax
Comprising
- current tax at 30% 7.0 20
- double tax rehief 7.0 20
Overseas tax comprising
- tax on current income 70 84
Total current tax expense (note 74) 70 84
Deferred tax - -
7.0 84

b) Factors affecting the tax charge

The taxation charge differs from the standard 30% rate of Corporation Tax 1n the UK The major causes of this
difference are listed below

2006 2005
£m £m
Profit before taxation 138.7 527
UK Corporation Tax at 30% (2005 30 0%) 41.6 158
Factors affecting the tax rate:
Permanent differences 23) {19
Timing differences (1.0) -
Losses not previously recogmised 4.9 -
Overseas taxation 70 84
Double tax relief 70 20)
BAT Group loss relief claimed for no consideration (26.4) (119
Total current tax expense (note 7a) 70 84

At the balance sheet date the Group has unrecogmsed deferred tax assets in respect of deductable temporary
differences of €9 0m (2005 £10 Om) There 1s no expiry date for these unrecogmsed deferred tax assets

8 Cash and cash equivalents
31 December 31 December
2006 2005
£fm £fm
Cash and bank balances 240 04
Cash equivalents 3020 504 8
3260 5052

All cash equivalents comprise deposits with an eriginal maturity of three months or less The carrying value of
cash and cash equivalents approximates to their fair value

Cash and cash equivalents are denominated 1n the following currencies

31 December 31 December

2006 2005

£m £m

Functional currency (UK sterling) 1433 204 4
US dollar 332 203 5
Euro 147.3 96 9
Swiss franc 0.4 -
Other 1.8 04
326.0 5052

13




Group Notes on the Accounts

8 Cash and cash equivalents continued

Cash and bank balances are non-interest bearing Effective interest rates applicable to cash equivalents are as

follows
31 December 31 December 31 December 31 December
2006 2005 2006 2005
£m £m % %
Functional currency (UK sterhing) 139.5 204 4 52 46
US dollar 314 2035 53 43
Euro 131.1 96 9 36 23
302.0 504 8 45 40

In the Group Cash Flow Statement, net cash and cash equivalents are shown afier deducting bank overdrafis, as

follows

31 December 31 December
2006 2005
£m £m
Cash and cash equivalents as above 326.0 5052
Less bank overdrafts {77 8) (28 7)
Less accrued interest 0.1) (¢ 2)
Net cash and cash equivalents 248.1 476 3

9. Amounts due on demand from fellow subsidiaries

The currency sphit of amounts due on demand from fellow subsidiaries 1s £583.8m in sterling (2005 £670 4m),
£60.5m 1n euros (2005 £142 1m) and £7 9m in US dollars (2005 £mil) The effective interest rate 15 5.4% for
sterling balances (2005 4 8%), 3.9% for euro balances (2005 2 3%) and 5.4% for US dollar balances (2005

£nl)

Amounts due on demand from fellow subsidiaires include £0.1m (2005 £m) of interest receivable There 1s no
material difference between the book value and fair value of amounts due on demand by fellow subsidiaries

10 Derivative financial imstruments

31 December 2006

31 December 2005

Assets Liabihties Assets  Liabilities
£m £m fm £m
Fair value hedges
Interest rate swaps 25.3 19.0 79 4 -
Cross-currency swaps 24.0 0.6 66 89
Cash flow hedges
Cross-currency swaps - 03 72 -
Net investment hedges
Cross-currency swaps 53.2 - 159 -
Trading
Interest rate swaps - - 15 22
Cross-currency swaps 54 8 335 526 425
Forward foreign currency contracts 66 0 679 280 150 0
Others 14.8 76 74 90
238 1 128 9 198 6 2126

All balances above relate to derivatives with external parties other than those disclosed in note 20

Some derivative financial instruments are not designated as hedges and have been classified as trading

derivatives

14



10. Denvative financial instruments continued

The fair values of derivatives are determmed based on market data (primanly yield curves, implhed volatifities
and exchange rates) to calculate the present value of all estimated flows associated with each derivative at the
balance sheet date In the absence of sufficient market data, fair values have been based on the quoted market

price of similar derivatives

For all cash flow hedges, the timing of expected cash flows 1s as follows

Within one year
Between one and two years

Between two and three years

31 December

31 December

2006 2005
£m fm
@.1 7.2
37) -
7.5 -
0.3) 7.2

The maturity dates of all derivative financial instruments are as follows

within 1 year
between 1 and 2 years
between 2 and 3 years
between 3 and 4 years
between 4 and 5 years
beyond 5 years

31 December 2006

31 December 2005

Assets  Liabihities Assets  Liabihities
£m £m £m £m
79.9 270 457 870
51.0 305 - -
670 0.6 439 41 0
03 409 60 7 -
33 - - 667
366 299 48 3 179
2381 128.9 198 6 212 6

In summary by type, the fair values of denivative financial nstruments are as follows

Interest rate swaps
Cross-currency swaps

Forward foreign currency contracts

Other

(a) Interest rate swaps

Matunity
date
Fixed -
floating
2009
2009
2013
2013
2019

L T

The Group has no floating to fixed imnterest rate swaps at 31 December 2006

EUR
EUR
EUR
GBP
GBP

31 December 2006

31 December 2005

Assets  Liabihities Assets  Liabilities
£m £m £m £m
25.3 190 809 22
132.0 344 823 514
660 679 280 150 0
14.8 76 74 90
238.1 128.9 198 6 2126

Principal
Currency
m

5500
2500
4000
3500
2500

3706
168 4
2695
3500
2500

Interest rate
£m Oniginal

49
41
51
58
64

Swapped

Note (a)
Note (a)
Note (a)
Note (a)
Note (a)

31 December 2006

Assets Laabilities
£m £m
10.1
38
67
190
47
25.3 190

15



Group Notes on the Accounts

10. Dernvative financial instruments continued

(a) Interest rate swaps continued

Principal
Matunty Currency
date m
Fixed -
floating
1 2006 CAD 3500
2 2006 CHF 500
3 2009 EUR 5500
4 2009 EUR 2500
5 2013 EUR 4000
6 2013 GBP 3500
7 2019 GBP 2500
Floating
— fixed
8 2006 CAD 3500
9 2006 CHF 500

£m

174 5
221
3779
171 8
274 8
3500
2500

174 5
221

Interest rate

Onignal

46
438
49
41
51
58
64

Note (a)
Note (a)

Swapped

Note (a)
Note (a)
Note (a)
Note (a)
Note (a)
Note (a)
Note (a}

46
48

31 December 2005
Assets Liabilities
im £m

i3
02
231
99
227
03
234

12
10

809 22

Note (a} The floating rate iterest rates are based on LIBOR or EURIBOR plus a margin ranging between nil

and 137 basts points

The CAD and CHF fixed to floating swaps (numbers i and 2 at 31 December 2005), together with the matching
CAD and CHF floaung to fixed swaps (numbers § and 9 at 31 December 2005), were entered into n order to
manage the interest rate risk of debt held by fellow subsidiaries, and are therefore not reflected n the repricing

table in note 15 page 25

The remaning fixed to floating swaps have been used to manage the interest rate profile of external borrowings
and are reflected 1n the repricing table in note 15 page 25

(b) Cross-currency swaps

Principal
Matarity  uterest Oniginal

date rate Currency m £m
Fixed -
fixed

1 2008 T AUD 200 4032

2 2008 69 AUDBO0 6071

3 2009 49 EUR 35000 3369
Fixed -
floating

4 2008 65 GBP2170 2170

5 2009 49 EUR 1500 1011

[ 2012 le6 EUR 7500 5053

7 2016 55 GBP3250 3250

8 2019 46 EUR 200 135
Floating
~ fixed

9 2008 Note (b) EUR 3025 2038

10 2008 Note (b) AUD 607 1 244 8

11 2016 Note (b) EUR4734 3190

Interest
rate

41
45
65

Note (b)
Note (b}
Note (b)
Note (b}
Note (b)

69
68
55

Principal 31 December 2006
Swapped Assets Liabilities
Currency m £m £m £fm
SGD 239 § 799 09
5GD 943 5 3142 33
USD 564 1 2882 530 03
AUD 607 1 244 8 302
GBP 103 6 103 6 06
UsD 906 9 4634 217
EUR 473 4 3190 33
Uspale i12 22
UsD 3300 168 6 275
CAD 4839 2125 221
GBP 3250 3250 13
1320 344
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10 Denvative financial instruments continued

{b) Cross-currency swaps continued

Pnincipal

Matunty Interest Oniginal

date rate  Currency m
Fixed -
fixed

1 2006 54 DEM23500

2 2008 64 CAD 483 9

3 2009 49 EUR 500 0
Fixed -
floating

4 2005 55 DEMS000

5 2006 51 EUR 5000

6 2009 49 EUR 1500

7 2019 46 EUR 200

8 2008 65 GBP 2170
Floating
— fixed

9 2006 Note (b) CAD 6990

10 2008 Note (b) EUR 3025

1 2008 Note (b))  AUDGOT 1

£m

878
2413
3435

3435
103 1
5152
137
2170

3486
2078
2594

Interest
rate

67
65
65

Note (b)
Note (b)
Note (b)
Note (b)
Note (B)

31
69
68

Pnincipal
Swapped

Currency m fm
UsSD 1370 798
GBP 2170 217
USD 5641 3288
CHF 4190 3486
CADG99C 1036
GBP 1036 5282

usD219 127
AUDG071 2594
EUR 5000 3435
USD 3300 1922
CAD4839 2413

31 December 2005

Assets £m Liablities £m
81
372
231
15
46
89
20
410
10
26
37
823 514

Note (b) The floating rate interest rates are based on LIBOR or EURIBOR plus a margin ranging between nil

and 173 basis ponts

Swaps 4, 5, 6, 8 and 10 (2005 5, 6 and 7) have been used to manage the interest rate profile of external
borrowings and are reflected 1n the repricing table in note 15 page 25

All other swaps have been entered into in order to manage the interest rate risk of debt held by fellow

subsidianies, and are therefore not reflected in the repricing table in note 15 page 25

Swap 2 at 31 December 2005 was cancelled in 2006 as part of the novation of a GBP 217m bond maturing 1n
2008 from another entity within the BAT Group

{¢) Forward foreign currency contracts:

Forward foreign currency contracts are denominated n the following currencies

Fair value of assets

31 December 2006
Currencies purchased forward

AUD CHF CZK EUR GBP USD Total
£m £m £m £m £m £m £m

AUD 05 07 12

CAD 147 03 150

CHF 01 52 01 54

= EUR 192 20 212
% o GBP 04 10 01 02 17
A ‘g HKD 01 01
g5 HUF 04 02 06
£ KRW 02 02
O NZD 18 18
usD | 179 180

ZAR 08 08

22 10 01 10 58 4 33 66 0
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Group Notes on the Accounts

10.

Dervative financial instruments continued

(¢) Forward foreign currency contracts continued

Fair value of assets continued

sold

Currencies
forward

31 December 2005

Currencies purchased forward

Fair value of habihities

Currencies sold
forward

Currencies
sold forward

AUD
CHF
EUR
GBP
NZD
UsD

AUD CHF EUR GBP uUsD Total
£m £m £m £m £m £m
CAD 04 04
EUR 78 78
GBP 12 09 09 30
UsD 02 12 55 72 14 1
ZAR 27 27
02 24 64 177 13 2840
31 December 2006
Currencies purchased forward

AUD CAD CHF EUR GBP USD Total

£m £m £m £m £m £m £m

AUD i2 08 40
CAD 03 03
CHF 02 02
CZK 02 02
EUR 405 08 22 435
GBP 59 28 87
HKD 03 03
HUF ¢4 08 02 14
NZD 16 16
SGD 03 013
usD 45 45
ZAR 29 29
16 464 28 06 130 35 679

31 December 2005
Currencies purchased forward

AUD CAD CHF EUR HKD HUF NZD SGD USD ZAR  Total
£m £m £m £m £m £m £m £m £m £m £m
74 03 77

05 05

667 139 806

70 70 10 40 69 20 10 10 211 91 601
01 01
10 10

71 747 10 40 69 20 84 10 358 91 1500

18




10. Dervative financial instruments continued
(¢) Forward foreign currency contracts continued

Forward foreign currency contracts have been used to hedge both internal and external forecast transactions as
well as the hedging of internal and external assets and habilities Certain contracts were used to manage the
currency profile of external borrowings and are reflected 1n the currency table in note 15 page 24, and therr
nominal values are as follows

31 December 2006 31 December 2005
Sell £m Buy £m Sell £m Buy £m
Forward contracts to purchase GBP, sell CHF 73.3 (74.4) 775 )]
Forward contracts to purchase GBP, sell AUD 5295 (525.8) - -
Forward contracts to purchase GBP, sell CAD 3069 (308.8) - -
(d) Others:
31 December 2006 31 December 2005
Assets Liabihities Assets Liabilittes
£m £fm £m £m
Bund forwards (note 1) 145 71
Interest derivative (note 11} 7.6 920
Coupon swap (note 1) 0.3 03
148 7.6 74 90
Notes

1} Forward contracts to purchase and sell German government securities with a nominal value of EUR | 86
bullion maturing 1n 2007 (2005 1 87 billion maturing in 2006}, taken out to manage BAT Group financing
arrangements

1) Remaining impact of an interest derivative with a nominal value of €1 billion maturing in 2013

1) Coupen swap receving () 4% annually on a nominal value of CAD 483 9m and paying 0 4% quarterly en a
nominal value of AUD 607 1m, maturing in 2008

11. Management of financial risks

One of the principal responsibilities of the Group 15 to manage the financial risk arising from its underlying
operations Specifically, the Group manages, within an overall policy framework, 1ts exposure to funding and
liquidity, interest rate, foreign exchange and counterparty risks Derivative contracts are only entered into to
facihtate the management of these risks

The Group's management of specific risks 1s dealt with as follows
Liqudity rnisk

It 1s the policy of the Group to maximise financial flexibiiity and mimimise refinancing risk by 1ssuing debt with a
range of maturities, generally matching the projected cash flows of the Group, and obtaning this financing from
a wide range of providers Furthermore, 1t 1s the policy that short term sources of funds (including drawings
under US dollar and euro commercial paper programmes) are backed by undrawn commutted lines of credit and
cash

During 2006, the BAT Group's central banking facifity of £1 75 billion of which the Company 1s a guarantor and
borrower was extended on existing terms under a one year bank extension option {with a further one year bank
extension option remawning)

Loans to fellow subsidiaries, subsidiary companies and the parent are made on commercial terms All contractual

borrowing covenants have been met and none of them are expected to inhibit the Group's operations or funding
plans
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11 Management of financial risks continued
Currency nsk

The Group's primary batance sheet translatton exposures are to the US dollar, Canadian dollar, Austrahian dollar

and euro These exposures are kept under continuous review and the Group's policy 1s to minimise all balance

sheet translation exposure where 1t 15 practicable and cost effective to do so The exposures are managed by |
matching currency assets with currency borrowings At 31 December 2006, the currency profile of the Group's |
gross 1ssued debt, after taking into account derivative contracts, was 23 (2005 26) per cent US dollar, 42 (2005 !
45) per cent eure, 1 (2005 27) per cent sterling, 16 (2005 nil) per cent Canadian dollar, 16 (2005 ml) per cent |
Australian dollar and 2 (2005 2) per cent other currencies ‘

The Group faces currency exposures arising from the translation of profits earned in foreign currency
subsidiaries, these exposures are not normally hedged

Interest rate risk

The objectives of the Group's interest rate risk management policy are to lessen the impact of adverse interest
rate movements on the earmings, cash flow and economic value of the Group and to safeguard against any
possible breach of its financial covenants Additional objectives are to minirmse the cost of hedging and the
associated counterparty risk

In order to manage its (nterest rate risk, the Group maintains both floating rate and fixed rate debt The desired
ratio of fixed to vanable rate debt is determuned as a result of regular reviews of market conditions and strategy
by Treasury and the board of the Company At 31 December 2006, the ratio of floating to fixed rate gross 1ssued
debt was 60:40 (2005 62 38) Underlying borrowings are arranged on both a fixed rate and a floating rate basis
and, where appropnate, the Group uses derivatives, primarily interest rate swaps, to vary the fixed and floating
mix The interest rate profile of hquid assets 15 taken into account in determining the net interest rate exposure

Credit Risk

Cash deposits and other financial instruments give rise to credit risk on the amounts due from bank
counterparties Credit risk 1s managed on a global basis by imiting the aggregate amount and duration of
exposure to any one counterparty, taking nto account its credit rating The credit ratings of counterparties are
reviewed regularly

Hedge Accounting

In order to quahfy for hedge accounting, the Group 1s required to document prospectively the relationship
between the item being hedged and the hedging instrument The Group 15 aiso required to demonstrate an
assessment of the relattonship between the hedged item and the hedging instrument, which shows that the hedge
will be highly effective on an ongoing basis This effectiveness testing 1s re-performed peniodically to ensure that
the hedge has remained and 1s expected to remain highly effective

Fair value estimation

Derivative financial instruments

The fair value of derivatives are determined based on market data (primarily yield curves, impled volattlities
and exchange rates) to calculate the present value of all estimated flows associated with each derivative at the
balance sheet date in the absence of sufficient market data fair values have been based on the quoted market
price of similar derivatives

Other financial instruments

The fair values of financial assets and liabilities with maturities of less than one year are assumed to approximate
to their book values For financial assets and Liabilities with maturities of more than one year, fair values are
based on quoted market prices, market prices of comparable instruments at the balance sheet date or discounted
cash flow analysis
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12 Other recervables

31 December 31 December
2006 2005
£m £m
Prepayments and accrued income
Due from fellow subsidiaries 1.6 15
Other 11 15
27 30

Other receivables as at 31 December 2006 and 31 December 2005 are 1n sterling, and are non-interest bearing
Within Other prepayments and accrued income are amounts due 1 more than | year of £0.9m (2005 £1 2m)
There 15 no matenial difference between the book values for other recervables and their fair values

13a) Loans to parent

Loans to parent are due within one year and the effective interest rate 15 6.2% (2005 5 5%)

Loans to parent includes £10.8m of interest recervable at 31 December 2006 (2005 £9 6m) The fair value of
loans to parent 15 £2,062.5m (2005 £2,075 1m)

13b) Loans to fellow subsidiaries

31 December 31 December

2006 2005

£m £m

Loans to fellow subsidiaries 8,656.0 8,007 1

Loans to fellow subsidiaries are denominated 1n the following currencies, and have the following effective
Interest rates

31 December 31 December 31 December 31 December

2006 2005 2006 2005

£m £m % %

Functional currency (UK sterling) 2,059.5 1,907 3 6.1 53
US dollar 2,376 1 2,6310 6.5 56
Euro 23778 2,5130 4.7 27
Canadian dollar 1,030.4 5317 58 57
New Zealand dollar 124.3 1616 9.1 78
Hong Kong dollar 146 5 150 8 4.9 49
Singapore dollar 444 6 525 4.4 40
Hungarian forint 51.2 519 94 76
Swiss franc 234 - 29 -
Other 22.2 73 63 46
8,656.0 8,007 1 57 46

There 15 no material difference between the above amounts for loans to fellow subsidiaries and thesr fair values
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13b).  Loans to fellow subsidiaries continued

Loans to fellow subsidiaries are due as follows

31 December

31 December

2006 2005

£m £m

beyond 5 years - -

between 4 and 5 years 2,222.6 962 9

between 3 and 4 years 605.3 1658

between 2 and 3 years 327.8 3911

between | and 2 years 632.8 3,1197

within | year 4,867.5 3,367 6

Total 8,656.0 8,007 1
The exposure to interest rate changes when loans reprice 1s as follows

Total Withinl Between1 Between3 Between4

year and 2 and 4 and 5

years years years

As at 31 December 2006 £m £m £m £m £m

8,656.0 7,150 0 170.3 453.8 8819

As at 31 December 20035 £m fm fm £m £m

8,007 1 7,140 1 358 8 - 508 2

Interest rate risk on loans to fellow subsidiaries 1s not hedged by the Group

Loans to fellow subsidiaries include £83 1m of interest receirvable (2005 £102 6m)

Loans totalling €1.9 bilhon (2005 €1 9 lillion) to a fellow subsidiary will be settled by delivery of German
government securities Forward sale contracts are 1n place to hedge the value of these securities

14. Total shareholders’ equity

Share Hedging Translation Retamned Total

capital reserve reserve earnings equity

£m £fm £m £m £m

1 January 2006 1.0 (65) 54.3 215.5 264.3

Differences on exchange - - (189 8) - (189 8)

Cash flow hedges

net fair value losses - (11 8) - - (11 8)

reclassified and reported 1n net profit - 113 - - 113
Net investment hedges

net fair value losses - - 378 - 378

Profit for the year - - - 1317 1317

31 December 2006 10 (G.0) (97.7) 3472 243.5

22




14 Total shareholders’ equity continued

1 January 2005
Change n accounting policy

Differences on exchange
Cash flow hedges
net fair value losses

reclassified and reported 1n net profit -

Net investment hedges
net fair value losses

Profit for the year

31 December 2005

Share Hedging  Translation Retamed Total
capital reserve reserve earnings equity
£m £m £m £m £m
10 - (72 6) 2049 1333

- - 05 (337) (332)

10 - (72 1) 1712 1001

- - 1375 - 1375

- (62) - - (62)
(03) - - (03)

- - (11 1) - (1

- - - 443 443

10 65 543 2155 264 3

Details relating to the authorised and allotted share capital, and movements therein, 1s included on page 36, note
9 to the parent company financial statements

The translation reserve 1s as explaied in the accounting policy on foreign currencies on page 8

‘The hedging reserve 1s as explained in the accounting pelicy on financial instruments on pages 9-10

The change mn accounting policy in 2005 reflects the application of LAS 32 and [AS 39 from 1 January 2005

15. Borrowimngs - bank overdrafts and 1ssued debt
maturity imnterest
currency dates rates
Issued debt
Eurobonds Euro 2006-2019 361to056%
UK sterling  2006-2019 58to6 5%

Premium on novated bonds

Bank overdrafts

31 December

31 December

2006 2005
£m £m
2,373.9 2,476 4
1,051.0 868 5
3,424.9 3,344 9
38 -
3,428.7 3,344 9
77.8 287
3,506.5 3,373 6

In September 2006, a £217m bond was novated to the Company by another entity within the BAT Group at 1ts
market value of £221 4m The market premium of £4 4m 15 being amortised over the remaming period to
maturity of the £217m bond in November 2008 The amortised cost of the premium 1s £3 8m at 31 December

2006

Bank overdrafts are all repayable within 1 year, and were denominated as follows 100 (2005 64) per cent US
dellar, ml (2005 25) per cent euro, mi (2005 9) per cent sterling and mit {2005 2) per cent other currencies
There 15 no material difference between the book values for bank overdrafts and their fair values
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15. Borrowings - bank overdrafts and 1ssued debt continued

Issued debt 1s repayable as follows

beyond 5 years
between 4 and 5 years
between 3 and 4 years
between 2 and 3 years
between 1 and 2 years
within 1 year

Total

issued debt 1s denominated in the following currencies

31 December

31 December

2006 2005
fm £m
1,988.2 2,0859
- 1,181 1

1,141 4 -
220.8 -
78 3 779
3.428.7 3,344 9

Total Functional us Euro Swiss Austrahan Canadian
Currency Dollar Franc Dollar Dollar
£m £m £m £m £m £m £m
As at 31 December 2006
Total 1ssued debt 34287 1,054 8 - 23739 - - -
Effect of derivative financial
instruments
Cross-currency swaps 94 9) {1134) 7628 (956 8) - - 2125
Forward foreign exchange 07 (909 0) - - 733 5295 306 9
contracts
3,334 5 324 7628 14171 733 5295 5194
As at 31 December 2005
Total 1ssued debt 3,344 9 868 5 - 24764 - - -
Effect of derivative financial
instruments
Cross-currency swaps 20 1036 8697 (9753) - - -
Forward foreign exchange (02) (77 5) - - 773 - -
contracts
3,342 7 8946 8697 15011 773 - -

Details of the derivative financial instruments included 1n these tables 1s given in note 10 pages 14-19
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15 Borrowings - bank overdrafts and issued debt continued

The exposure to interest rate changes when borrowings reprice 1s as follows

Total Within 1 Between 1 Between 2 Between 3 Between 4 Beyond
year and2years and3years and4years andS5 years 5 years
At 31 December 2006 £m £m £m £m £m £m £m
Total 1ssued debt 34287 783 2208 1,141 4 - - 1,9832
Effect of derivative
financial instruments
Interest rate swaps - 1,4085 - (5390) (869 5)
Cross-currency swaps (46 2) 5782 (4 5) (101 1) - - (5188
3,3825 20650 2163 5013 - - 5999
At 31 December 2005 £m £m £m £m £m £m £m
Total 1ssued debt 3,344 9 779 - - 1,181 1 - 20859
Effect of derivative
financial instruments
Interest rate swaps - 1,4245 - - (549 7) - (874 %)
Cross-currency swaps 12 6 644 5 - - (103 0) - {5289
3,3575 2,146 9 - - 528 4 - 6822

Details of the derivative financial instruments included in these tables 1s given in note 10 pages 14-19

British American Tobacco p | ¢ has provided guarantees for all of the Company’s public indebtedness As at 31
December 2006 the amount of these guarantees was £3,405.0 milhion (2005 £3,330 2 million)

Issued debt includes interest payable of £78.2m at 31 December 2006 (2005 £77 9m) In addition, the carrying
value of 1ssued debt which 15 subject to fair value hedges has been reduced by £37.7m at 31 December 2006

(2005 increased by £58 0m)

The fair value of 1ssued debt 15 estimated to be £3,520 3 mulhon (2005 £3,469 0 million) and has been
determined using quoted market prices or the market prices of comparable instruments at the balance sheet date

Effective interest rates of 1ssued debt and bank overdrafts are as follows

Functional currency (UK sterling)
US dollar

Euro

Other

31 December

31 December

31 December

31 December

2006 2005 2006 2005
£m £m % %
1,054.8 8711 62 61
776 184 57 43
2,373.9 24836 4.5 42
02 035 68 15
3,506 5 3,373 6 51 47

The values and rates above do not reflect the effect of interest rate and cross-currency swaps detailed in note 10

pages 14-19

As explamed n the Directors’ Report on page 2, the Company 1s a guarantor and borrower under the BAT
Group central banking facility In 2005, this facility was renewed for an amount of £1 75 billion for a term of
five years In 2006, the facility was extended on existing terms under a one year bank extension option (with a
further one year bank extenston option remawning)

16a) Amounts payable on demand to parent

Amounts payable on demand to parent are denominated n sterling, and have an effective interest rate of 5 0%

(2005 4 8%) There 1s no accrued interest payable in the current or prior year

There 1s no material difference between the book value and fair value of amounts payable on demand to parent
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16b)  Amounts payable on demand to fellow subsidiaries

Amounts payable on demand to fellow subsidiaries

31 December

2006
£m
4,869.4

31 December
2005

£m

4,814 4

The currency sphit of amounts payable on demand to fellow subsidiaries 1s £4,192 6m n sierling, £8 8m n Swiss
francs, £2 9m in US dollars and £665.1m 1n euros (2005 £4 288 3m 1n sterhng and £526 1m euros} The

effective interest rate 1s 5.0% for sterling balances, 1.9% for Swiss franc balances, 5.1% for US dollar balances
and 3 6% for euro balances (2005 sterling 4 8% and euro 2 6%)

Amounts payable on demand to fetlow subsidiaries include £1.8m of interest payable at 31 December 2006

(2005 £0 6m)

There 15 no material difference between the book value and fair value of amounts on demand to fellow

subsidiaries

17. Other payables

Accrued charges and deferred income
Due to fellow subsidiaries
Other

31 December

31 December

2006 2005
£m £m
- 05

3.7 10
3.7 15

Other payables as at 31 December 2006 and 31 December 2005 are denominated 1n sterling, are due within |
year and are non-interest bearing There 1s no material difference between the book values of other payables and

therr fair values

18 Borrowings from fellow subsidiares

Borrowings from fellow subsidiaries

31 December

2006
£m
2,632.0

31 December
2005

£m

2,522 4

Borrowings from fellow subsidiaries are denominated in the following currencies, and have the following

effective interest rates

31 December

31 December

31 December

31 December

2006 2005 2006 2005

£m £m % Y%

Functional currency (UK sterling) 2,287.9 1,522 3 51 44
US dollar 219.7 240 5 53 43
Euro 598 6680 34 22
Swass franc 39.2 462 20 09
Other 25.4 454 3.9 46
2,6320 2,522 4 51 38

Borrowings from fellow subsidiaries include £3 2m of interest payable at 31 December 2006 (2005 £7 9m)

The exposure to interest rate changes when all borrowings reprice 1s within one year for £2,621.9m (2005

£2,522 4m) and withim two vears for £10 Im (2005 £n1l)
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18. Borrowings from fellow subsidiaries continued

There 1s no matenial difference between the above amounts for borrowings from fellow subsidianies and ther fair
values

Borrowings from fellow subsidiaries fall due as follows

31 December 31 December

2006 2005

£m £m

beyond 5 years - 839

between 4 and 5 years - 276

between 2 and 3 years - -

between | and 2 years 10.1 -

within 1 year 2,621.9 2,4109

Total 2,632.0 2,522 4
19. Centingent habilities

The Group 1s one of the three entities 1n the BAT Group which have jointly guaranteed borrowings facihities
available to British American Tobacco Mexico, S A de CV of £352,6m (US$690 Om), to B A T Capatal
Corporation of £20 4m (US$40 Om), and to B A T Holdings (The Netherlands) B V of £1.756 billion (€2 125
billion and £325m) Ali such facilities have been fully utilised at the balance sheet date

20. Related party disclosures

The Group has a number of transactions and relationships with related parties, as defined in 1AS 24, all of which
are undertaken n the normal course of the Group’s business as primary finance company for the BAT Group

Transactions and balances with fellow subsidiaries and parent relate mainly to the provision of finance to
companies within the BAT Group

Details of these transactions are set out in notes 9, 12, 13, 16, 17 and 8 In addition, outstanding balances with
fellow subsidiaries are included within note 10 The value of these balances are as follows

31 December 2006 31 December 2005
Assets  Liabihities Assets  Liabilities
£m £m fm £m
Derivative financial instruments
Interest rate swaps - - 135 -
Cross-currency swaps 54.9 - 445 -
Forward foreign currency contracts 6.6 46.1 71 76 0
61.5 46.1 531 76 0

The key management personnel of the Company consist of the members of the Board of Directors and no such
person had any material interest during the year (n a contract of significance with the Group The term key
management personnel in this context includes the respective members of their households

21 Post balance sheet events

On 12 June 2007, BNP Paribas announced an offer to purchase for cash a target amount of €750 Om of the
outstanding €1,70¢0 Om 4 875 per cent Eurobond due 1 2009 1ssued by the Company The offer is subject to a
target acceptance amount of €750 Om subject to the rnight to amend such amount at any time On the same day,
the Company announced its intention to 1ssue one or more series of fixed or floating-rate notes, part
consideration for which will take the form of the Eurobond purchased 1n the offer above This 1s expected to
reduce the Company’s refinancing risk by allowing 1t to take advantage of current favourable market conditions
and to lengthen its debt matunity profile The transaction witl also impact the ratio of floating to fixed rate gross
1ssued debt

At the time of the approval of the financial statements, the tender process was sttll open It 1s therefore not
possible to quantify the exact impact this transaction will have
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21. Post balance sheet events coninuted

On 21 March 2007, the Chancellor announced that with effect from 1 April 2008 the standard rate of UK
Corporation Tax wili reduce from 30 percent to 28 percent As the change in rates has not been substantively
enacted at the balance sheet date, this change in the tax rate 1s a non-adjusting post balance sheet event The
change 1n the corporation tax rate will not have a matenal effect on the results or position of the Group

22, Principal subsidiary undertakings

The Company holds the entire 1ssued share capital of BATIF Dollar Limuted, and of B A T Finance B V|
finance companies incorporated 1in England and Wales and the Netherlands respectively

23, Directors' remuneration

None of the Directors received any remuneration n respect of their services to the Group during the year (2005
£ml)

24. Parent undertaking

The Company’s immediate and ultimate parent undertaking 1s British American Tobacco p 1 ¢, being
tncorporated in the United Kingdom and registered m England and Wales Consolidated group accounts are
prepared by British American Tobacco p |l ¢ and are publicly avatlable

15, Copies of the report and accounts

Copies of the report and accounts of Brinish American Tobacco p ¢ may be obtamned from the Company
Secretary, Globe House, 4 Temple Place, London WC2R 2PG
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Report of the Auditors

We have audited the Group financial statements of B A T International Finance p | ¢ for the year ended 31
December 2006, which comprise the Group Income Statement, the Group Statement of Changes in Total Equuty,
the Group Balance Sheet, the Group Cash Flow Statement, and the related notes These Group financial
statements have been prepared under the accounting policies set out therein

We have reported separately on the parent company financial statements of B A T International Finance plc
for the year ended 31 December 2006

Respective responsibilities of Directors and auditors

The directors’ responsibilities for preparing the Annual Report and the Group financial statements in accordance
with applicable Jaw and International Financial Reporting Standards (IFRSs) as adopted by the European Union,
are set out 1n the Statement of Directors’ responsibilities, imcluded m the Directors’ Report

Our responsibility 1s to audit the Group financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland) Tins report, including the opinion, has
been prepared for and only for the Company’s members as a body in accordance with Section 235 of the
Companies Act 1985 and for no other purpose We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to whom this report 15 shown or into whose hands 1t
may come, save where expressly agreed by our prior consent in writing

We report to you our opinion as to whether the Group financial statements give a true and fair view and whether
the Group financial statements have been properly prepared 1n accordance with the Companies Act 1985 and
Article 4 of the IAS Regulation We also report to you whether 1n our opinion the information given in the
Directors” Report 1s consistent with the Group financial statements

In addition we report to you If, n our opinion, we have not received all the information and explanations we
require for our audit, or 1f information specified by law regarding directors’ remuneration and other transactions
1s not disclosed

We read other information contained 1n the Annual Report and consider whether 1t 15 consistent with the audited
Group financial statements The other information comprises only the Directors’ Report

Basis of audit opinton

We conducted our audit in accordance with International Standards on Auditing (UK and Iretand) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the Group financial statements It also includes an assessment of the significant estimates and
Judgments made by the directors in the preparation of the Group financial statements, and of whether the
accounting policies are appropnate to the Group’s circumnstances, consistently applied and adequately disclosed

We planned and performed our aud:t so as te obtain all the information and explanations which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the Group financial
statements are free from material misstatement, whether caused by fraud or other irregulanity or error In forming
our opinion, we also evaluated the overall adequacy of the presentation of information in the Group financial
statements
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Report of the Auditors continued

Opinion
In our opinion

¢ the Group financial statements give a true and fair view, m accordance with IFRSs as adopted by the
European Union, of the state of the Group’s affairs as at 31 December 2006 and of its profit and cash flows
for the year then ended,

* the Group financial statements have been properly prepared 1n accordance with the Companies Act 1985 and
Article 4 of the IAS Regulation, and

* the information given in the Directors’ Report 15 consistent with the Group financial statements

QuaioxeCaper  (LP

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Audtitors
1 Embankment Place, London

Hg June 2007
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Balance Sheet — B.A.T. International Finance p.l.c.

31 December

Assets

Fixed assets

Investments in subsidiaries (note 2)
Leans to parent (note 3a)

Loans to fellow subsidiaries (note 3b)

Current assets

Amounts due on demand from subsidiaries (note 4)
Amounts due on demand from fellow subsidiaries (note 5)
Prepayments and accrued income (note 6)

Denvative financial instruments (note 7)

Short term deposits and cash {note 8)

Total assets

Liabilities
Capital and reserves
Called up share capital (note 9)

Retained earnings (note 9)

Creduors
Issued debt (note 10)
Bank overdrafis (note 10)

Amounts payable on demand to parent (note 11a)

Amounts payable on demand to fellow subsidiaries (note 11b)

Borrowings from feliow subsidiaries (note 12}
Dernivative financial instruments (note 7)

Accruals and deferred income (note 13)

Total funds employed

On behalf of the Board

Notes are shown on pages 32 to 38

2006 2005
£m £m
1,160 0 1,160 0
2,056.9 2,055 7
6,472.2 5,6215
9,689 1 8.8372
1,079.4 1,201 9
652.2 8125
27 30
2381 198 6
326.0 5052
2,298 4 2,721 2
11,987 5 11,558 4
1.0 10
298.1 2396
2991 2406
3,428 7 3,344 9
77.8 287
547.9 3933
4,869.4 4,814 4
2,6320 2,5224
128.9 2126
3.7 15
11,688 4 11,317 8
11,987.5 11,558 4
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Notes on the Accounts — B.A.T. International Finance p.L.c.

1. Accounting policies

Basis of Accounting
The financial statements have been prepared on the going concern basis under the historical cost convention and
in accordance with the Companies Act 1985 and UK Generally Accepted Accounting Principles

From i January 2005, the accounting policies in respect of financial instruments and foreign currencies have
been amended to reflect the adoption of FRS 23 (The Effects of Changes in Foreign Exchange Rates), FRS 25
(Fmancial Instruments Disclosure and Presentation) and FRS 26 (Financial Instruments Measurement)

The adoption of International Frnancial Reporting Standards for the Group’s consolidated accounts has led to the
use of the ‘liquidity format® for the balance sheet 1n those accounts In order to aid comparability between the
Group and Company, the format of the Company balance sheet has been presented withmn the lmits of Schedule
4 of the Companies Act 1985, to match as closely as possible the ‘liquidity format’

Cash flow statement

The cash flows of the Company are included 1n the consolidated cash flow statement of B A T International
Finance p | ¢ which 1s publicly available Consequently the Company 1s exempt under the terms of FRS 1
(Revised) from publishing a cash flow statement

Foreign currencies

Transactions arising 1n currencies other than sterling are translated at the rate of exchange ruling on the date of
the transaction Assets and habilities expressed in currencies other than sterling are translated at rates of
exchange ruling at the end of the financial year All exchange differences, including unrealised gains and losses
on the currency translation of long term monetary items, anising from this treatment are taken to the profit and
loss account 1n the year

Taxation

Taxation provided 1s that chargeable on the profits of the period, together with deferred taxation Deferred
taxation 1s provided i full on timuing differences between the recognition of gans and losses in the financial
statements and their recognition in tax computations The Company does not discount deferred tax assets and
liabilities

Financial instruments
Financial assets and financial habilities are recognised when the Company becomes a party to the contractual
provisions of the relevant instrument and derecognised when it ceases to be a party to such provisions

Non-derivative financtal assets are classified as either loans and receivables or short term deposits and cash
They are stated at amortised cost using the effective interest method, subject to reduction for allowances for
estimated irrecoverable amounts For interest-bearing assets, their carrying value inciudes accrued interest
receivable

Short term deposits and cash include cash 1n hand and deposits held on call, together with other short term highly
liquid investments Short term deposits normally comprise instruments with maturities of three months or less at
date of acquisition

Non-derivative financial Labilities are stated at amortised cost using the effective interest method For
borrowings, their carrying vaiue includes accrued (nterest payable, as well as unamortised issue costs
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1. Accounting policies continued
Financial imstruments continued

Denvative financial assets and liabilities are stated at fair value, which includes accrued interest recervable and
payable where relevant Changes in their fair values are recognised as follows

¢ For derivatives that are designated as fair value hedges, the carrying value of the hedged item 1s adjusted for
the fair value changes attributable to the risk being hedged, with the corresponding entry being made n the
mcome statement The changes in fair value of these derivatives are also recognised in the income statement

» For denvatives that do not qualify for hedge accounting or are not designated as hedges, the changes n their
fair values are recognised in the income statement tn the period 1n which they anise

Hedge accounting 1s discontinued when a hedging instrument 1s derecognised (for example through expiry or
disposal), or no longer qualifies for hedge accounting

Segmental analysis

The Company’s internal reporting systems are not arranged on a geographical basis As SSAP25 requires a
segmental analysis, geographical segmentation based on [ocation of counterparty has been provided in note 14
The Company 1s a single product busimness providing finance services

Related parties
The Company has taken advantage of the exemption under paragraph 3(c) of FRS 8 from disclosing transactions
with related parties that are part of the Briish American Tobacco p 1¢ Group

Dividends

Dividend distributions are recognised as a hability in the financial statements 1n the period m which the
dividends are declared and paid
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Notes on the Accounts — B.A.T. International Finance p.lL.c.

2. Investments 1n subsidiaries

The Company holds the entire 1ssued share capnal of BATIF Dollar Limsted, and of B A T Finance BV,
finance companies incorporated in England and Wales and the Netherlands respectively The cost of these
mvestments as at 31 December 2006 was £1,160 million (2005 £1,160 million)

3a) Loans to parent

Loans to parent for the Company comprise exactly the same balances as Loans to parent for the Group, detailed
in Group note 13a Under FRS 25 the disclosures required are the same as under 1AS 32 Consequently no

addinional information 1s presented here

3b) Loans to fellow subsidtaries

| January 2006
Differences on exchange
Interest accruals
Advances

Repayments

3i December 2006

£m
5,621.5
(2372)
(20 8)
1,400 8
(292 1)

6,472.2

Loans to fellow subsidiaries are denominated 1n the following currencies, and have the following effective

interest rates

31 December 31 December 31 December 31 Decemeber

2006 2005 2006 2005

£m £fm % %

Functional currency (UK sterling) 2,059.5 1,907 3 6.1 53
US dollar 192.3 2454 6.2 47
Euro 2.377.8 2,513 0 47 27
Canad:an dollar 1,030.4 5317 5.8 57
New Zealand dollar 1243 161 6 91 78
Hong Kong dollar 146.5 150 8 4.9 49
Singapore dollar 444.6 525 44 40
Hunganan forint 512 51¢ 9.4 76
Swiss franc 23.4 - 2.9 -
Other 222 73 6.3 46
6,4722 56215 5.4 42

There 15 no material difference between the book values for loans to fellow subsidiaries and their fair values

Loans to fellow subsidiaries are due as follows

between 4 and 5 years
between 3 and 4 years
between 2 and 3 years
between 1 and 2 years
within | year

Total

31 December 2006

31 December 2005

£m £m
1,039.8 9539
598.0 131
178.6 377
322.8 2,660 1
4,333.0 1,956 7
6,472.2 56215
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3b) Loans to fellow subsidiaries continued

The exposure to interest rate changes when loans reprice 15 as follows

Total Within 1 Between | Between 3 Between 4

year and 2 years and 4 years  and 5 years

As at 31 December 2006 £m £m £m £m £m
6,472.2 5,0612 79.9 449.2 881.9

As at 31 December 2005 £m £m £m £m £m
56215 4,771 9 346 7 - 502 9

Loans to fellow subsidiaries include £66.1m of interest recervable at 31 December 2006 (2005 £89 5m)
Interest rate risk of loans to fellow subsidiaries 1s not hedged

Loans totalling €1 9 lilhion (2005 €1.9 bilhion) to a fellow subsidiary will be settled by delivery of German
government securities Forward sale contracts are in place to hedge the value of these securities

4, Amounts due on demand from subsidianes
31 December 31 December
2006 2005
£m £m
Amounts due on demand from subsidiaries 1,079.4 1,201 9

Amounts due on demand from subsidiaries are denominated in US deollars The effective interest rate 15 6 24%
(2005 52%)

There 15 no matenal difference between the book value and fair value for amounts due on demand from
subsidiaries

5. Amounts due on demand from fellow subsidiaries

Amounts due on demand from fellow subsidiartes for the Company comprise exactly the same balances as
Amounts owed by fellow subsidiaries for the Group, detailed in Group note ¢ Under FRS 25 the disclosures
required are the same as under IAS 32 Consequently no additional mformation 15 presented here

6. Prepayments and accrued income

Prepayments and accrued income for the Company comprise exactly the same balances as Other receivables for

the Group, detailed in Group note 12 Under FRS 25 the disclosures required are the same as under [AS 32
Consequently no additionzal information 1s presented here
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Notes on the Accounts — B.A.T. International Finance p.l.c.

7 Dervative financial instruments

Derivative financial instruments for the Company comprise exactly the same balances as derivative financial
instruments for the Group, detailed in Group note 10

The Group cashflow hedge cross-currency swaps of fair value £0 3m hiability and the Group net investment
hedge cross currency swaps of fair value £53 2m asset are not designated as hedges by the Company and are
classified as trading derivatives

Under FRS 25 the disclosures required are the same as under IAS 32 Consequently no additional information 1s
presented here

8. Short term deposits and cash
Short term deposits and cash for the Company comprise exactly the same balances as Cash and cash equivalents

for the Group, detailed in Group note 8 Under FRS 25 the disclosures required are the same as under IAS 32
Consequently no additional information 1s presented here

9. Total shareholders’ equity
Called up  Retamed Total
share capital  earnings equity
£m £m £m
1 January 2006 10 2396 2406
Profit for the year - 585 585
31 December 2006 10 2981 299 1

As permitted by Section 230 of the Compantes Act 1985, the profit and loss account of the Company has not
been presented n these financial statements The profit for the year ended 31 December 2006 was £58 5Sm
(2005 loss of £7 6m)

Share capital consists of 1 million ordinary shares of £1 each, authonised, allotted, 1ssued and fully paid

10 Borrowings - bank overdrafts and 1ssued debt

Bank overdrafts and I[ssued debt for the Company comprise exactly the same balances as Bank overdrafts and
Issued debt for the Group, detailed in Group note 15 Under FRS 25 the disclosures required are the same as
under 1AS 32 Consequently no additional information 1s presented here

11a) Amounts payable on demand to parent

Amounts payable on demand to parent for the Company comprise exactly the same balances as Amounts owed

to parent for the Group, detailed in Group note 16a Under FRS 25 the disclosures required are the same as
under IAS 32 Consequently no additional information 1s presented here
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11b)  Amounts payable on demand to fellow subsidiaries

Amounts payable on demand to fellow subsidiaries for the Company comprise exactly the same balances as
Amounts owed to fellow subsidiaries for the Group, detailed in Group note 16b Under FRS 25 the disclosures
required are the same as under 1AS 32 Consequently no additional information 1s presented here

12, Borrowings from fellow subsidiaries

Borrowings from fellow subsidiaries for the Company comprise exactly the same balances as Borrowings from
fellow subsidianies for the Group, detailed in Group note 18 Under FRS 25 the disclosures required are the same
as under [AS 32 Consequently no addstional information 1s presented here

13. Accruals and deferred income

Accruals and deferred income for the Company comprise exactly the same balances as Other payables for the

Group, detailed in Group note 17 Under FRS 25 the disclosures required are the same as under 1AS 32
Consequently no additional information 1s presented here

14 Segmental reporting
Total Eurcpe Americas Asia Pacific
2006 2005 2006 2005 2006 2005 2006 2005
£m £m £m £fm £m £m £fm £m

Segment net 2991 2406 (1,071.0) (356 8) 780 3 3711 589 8 2263
assets

The segmental analysis 1S based on location of the counterparty
15. Directors' remuneration

None of the Directors received any remuneration 1n respect of their services to the Company during the year
(2005 £nil)

16. Contingent habtlities

The Company 1s one of the three entities in the BAT Group which have jointly guaranteed borrowings facilities
avatlable to Brinsh American Tobacco Mexico, S A de CV of £352.6m (US$690 Om), to B A T Caputal
Corporation of £20.4m (US$40 Om), and to British American Tobacco Heldings (The Netherlands) B V of
£1.756 bilhon (€2 125 billion plus £325m) All such facilities have been fully utihsed at the balance sheet date

17 Post balance sheet events

On 12 June 2007, BNP Paribas announced an offer to purchase for cash a target amount of €750 Om of the
outstanding €1,700 Om 4 875 per cent Eurobond due 1n 2009 1ssued by the Company The offer 1s subject to a
target acceptance amount of €750 Om subject to the right to amend such amount at any ime On the same day,
the Company announced 1ts mtention to 1ssue one or more series of fixed or floating-rate notes, part
consideration for which wili take the form of the Eurobond purchased in the offer above This 1s expected to
reduce the Company’s refinancing risk by allowing it to take advantage of current favourable market conditions
and to lengthen 1ts debt maturity profile The transaction will also impact the ratio of floating to fixed rate gross
1ssued debt

At the time of the approval of the financial statements, the tender process was still open It 1s therefore not
possible to quantify the exact impact this transaction will have

On 21 March 2007, the Chancellor announced that with effect from 1 April 2008 the standard rate of UK
Corporation Tax will reduce from 30 percent to 28 percent As the change 1n rates has not been substantively
enacted at the balance sheet date, this change 1n the tax rate 1s a non-adjusting post balance sheet event The
change (n the corporation tax rate will not have a material effect on the results or position of the Company
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Notes on the Accounts — B.A.T. International Finance p.l.c.

18. Parent undertaking

The Company’s immediate and ultimate parent undertaking 1s British American Tobacco plc, being
incorporated 1n the United Kingdom and registered in England and Wales Consolidated Group accounts are
prepared by British American Tobacco p | ¢ and are publicly available

19. Copies of the report and accounts

Copies of the report and accounts of British American Tobacco p | ¢ may be obtained from the Company
Secretary, Globe House, 4 Temple Place, London WC2R 2PG
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Report of the Auditors

We have audited the parent company financial statements of B A T International Finance p 1 ¢ for the year
ended 31 December 2006 which comprise the Balance Sheet and the related notes These parent company
financial statements have been prepared under the accounting policies set out theremn

We have reported separately on the Group financial statements of B A T International Finance p | ¢ for the year
ended 31 December 2006

Respective responsibilities of Directors and auditors

The Directors’ responsibilities for preparing the annual report and accounts, including the parent company
financial statements, 1n accordance with applicable law and Umited Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors’ responsibiiities,
wncluded n the Directors’ Report

Our responsibility 15 to audit the parent company financial statements in accordance with relevant legat and
regulatory requirements and International Standards on Auditing (UK and Ireland) Thus report, including the
opimon, has been prepared for and only for the Company’s members as a body 1n accordance with Section 235
of the Companies Act 1985 and for no other purpose We do not, 1n giving this opinion, accept or assume
responstbility for any other purpose or to any other person to whom this report 1s shown or inte whose hands i1t
may come save where expressly agreed by our prior consent in writing

We report to you our optnion as to whether the parent company financial statements give a true and fawr view and
whether the parent company financial statements have been properly prepared in accordance with the Companies
Act 1985 We also report to you whether in our opinton the information given 1n the Directors’ Report 1s
consistent with the parent company financial statements

In addition we report to you If, 1n our opinton, the Company has not kept proper accounting records, 1f we have
not recerved all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read other information contained 1n the Annual Report and consider whether 1t 1s consistent with the audited
parent company financial statements The other information comprises only the Directors’ Report

Basis of audit optmon

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the parent company financial statements It also includes an assessment of the significant
estimates and Jjudgments made by the Directors in the preparation of the parent company financial statements,
and of whether the accounting policies are appropriate to the Company’s circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obta:n ail the information and explanations which we considered
necessary wn order to provide us with sufficient evidence to give reasonable assurance that the parent company
financial statements are free from material misstatement, whether caused by fraud or other irregularity or error
In forming our opinion, we also evaluated the overall adequacy of the presentation of information 1n the parent
company financial statements
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Report of the Auditors continued

Opinion
In our opinion

o the parent company financial statements give a true and fair view, 1n accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the Company’s affairs as at 31 December 2006,

e the parent company financial statements have been properly prepared in accordance with the Companies Act
1985, and

¢ the information given in the Directors’ Report is consistent with the parent company Financial Statements

B{Mtﬂwﬂ Capes LU

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
1 Embankment Place, London

|\¢ June 2007
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