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Performance measures used throughout the report

Reported (GAAP)
Complies with UK-adopted International Accounting Standards and the
relevant legislation

Adjusted {(Non-GAAP]

Non-GAAP measures provide a useful companson of performance from
one period te the next The basis of cur adpusted measures 15 explained
in the accounting policies accompanying aur financlal statements and
the APM section within Supplementary Information

Constant currency basis

Removes the effect of exchange rate movements on the translation of
the results of our overseas operalions We translate current year results
at prior year foreign exchange rates Sce page 94 for more details

Market share
Market share datais presented as a 12 month moving average
welghted across the markets in which we operate

Stick equivalent
Stick equivalent volumes reflect our combined cigarette,
fine cut tobacco, cigar and snus volumes,

www mperialerandsplc com 1



IMPERIAL BRANDS AT A GLANCE E
Three years into our strategy, we have built a O
consistent track record of delivery against our

key objectives. At the same time we are making ()

progress on bringing to life our purpose: forging % &

a path to a healthier future for moments of \

relaxation and pleasure. & v
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OUR FOCUSED STRATEGY OUR PASSION FOR BRANDS
STRATEGIC PILLARS International brands
Pages18-23
Logos
PRIVING VAL, removed
pORTFOLIg
Local jewels
PERFORMANCE
“Basgp cu TURE Logos
AND cApABILITIE removed
CRITICAL ENABLERS
Pages 24-29
MNext generation products (NGP)
Markets we
operate in:
c.120
Vapaur Heated tobacco Modern oral
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ACCELERATING DELIVERY ON OUR STRATEGIC PRIORITIES

Operational improvements, enhanced capital returns to shareholders

and progress on environmental, social and governance priorities

Aggregate market share of our five
priority combustible markets

+10bps

(2022: +35bps)

NGP net revenue growth at
constant currency

+26.4%

[2022: +10.8%)

FY24 share repurchase announced

£1.1bn

(2023: £1.0bn)

Tobacco & NGP net revenue
(£ billion)

£8.0bn

2022 £7.7hn*

7.6bn |
7.7bn* |
8.0bn |

21 22 23

2023 Tobacco & NGP net revenug growth

at constant currency +1.4%
= Lxeluding Russia

Dividend per share {pence)

146.82p

2022:141.07p

= |8
ﬁnm
=3 -
8 |5 ¢

5
a| 2|7
=
21 22 23

2023 DPS growth +4.0%

Absolute CO; equivalent emissions
Scope 1 and Scope 2 market-based
(tonnes)

99,985t

2022: 175,766t
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Our target is to be Net Zero in our direct
operations by 2030

* 2017 1s the baseline year

www.imperialbrandsple.com



OUR CONSUMER FOCUS

Our portfolio of brands and products is
designed to meet the diverse and evolving
expectations of adult consumers in
markets worldwide. We responsibly serve
those who choose to smoke and, at the
same time, we continue to develop
potentially less harmful products which
also satisfy consumer needs.
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‘T use Pulze and iD heat sticks
every day, and on different
occasions, like when Tam
waiting for the bus, having a
beer, or during a break from
work. Sometimes [ vape too, for
the flavours. [ used to smoke
regular cigarettes, but T haven't

for more than five years now” " started vaping to stop smoking,
) as [ was worried about the effect
Karolina,
Czech Republic onmy hea}th and the odours. 1
L°9°5d love the wide variety of flavours
| remaove that are available withblu 2.0,

the ease of use, its affordability,
and the battery life. For me,

these are all advantages.”

Salvador,
Spain

removed
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‘I switched to Davidoff about

10 years ago. It's a longer
cigarette and ! like its quality
and taste and the less lingernng
smells that other brands have.
As an engineer, [ know that
machines butlt in Germany

are renowned for their
craftsmanship and I think

this is true for Davidoff too”

Chien-Hung,

Taiwan Logos

removed

"I smoke Golden Virginia as it's

tastier than other tobacco I've
used, and easier to roll. ['ve tried
other brands but always come

back to this one Golden Virginia

is part of my daily routine now.
['ve tried vaping but I don't think
[ would change anytime soon.”

"A Backwoods with my crew is
always in the mix. A Backwoods
moment 1s when you are with
friends, and when you need to
unwind. The ritual 1s familiar and
like nothing else. If Backwoods
can continue to deliver on high
quality and freshness, I will
always be a consumer”

Mark,
SA
U Logos
removed
image
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"Winston has always been my
go-to brand; [ enjoy the taste.
Smoking is part of my daily

Mark,
UK
Logos
removed
lrmage
removed

routine — in the morning with
my coffee, atter a meal. There
is nothing like sitting on the
porch after along day at work
and taking a moment to wind
down and relax with Winston."

Amy,

SA
Y Logos

rernoved

www unperialbrandsplc.com 5



OUR INVESTMENT CASE

REVITALISED
TOBACCO BUSINESS

The tobacco value creation mode]
remains resilient, with affordability and
strong brand loyalty supporting
sustainable pricing By focusing on our
top-five combustible markets that
generate ¢.70% of operating profit, and
through selective investment in brand
equity and our sales force, we have
stabilised market share, after years of
sharp declines This, combined with a
more disciplined focus on our broader
market portfalio, is driving improved
combustible returns.

Aggregate priority market
share vs prior year {%)

BUILDING A SUSTAINABLE
NEXT GENERATION
PRODUCT BUSINESS

Next generation products have growth
potential as they are still a relatively
nascent category in the mayority of
markets, We seek to build a sustainable
NGP business through a consumer
focus, a partnership approach 1o
innovation and disciplined execution.
As a challenger, our role is to offer
consumers a choice where they have
already expressed an NGP preference
and where we can leverage our existing
cuslamer relationships

By building a more consumer-focused
challenger business and following a
disciplined capital allocation framework
we are continuing to invest behind our
strategy, while maintaining a strong,
efficient balance sheet and delivering
enhanced shareholder returns.

SELF-HELP INITIATIVES
DELIVERING OPERATIONAL
IMPROVEMENT

We have identified multiple initiatives
te deliver operational improvements
that will enhance our decision-making
and drive efficiencies For example,
we are adopting new ways of working
with our enabling functions using a
global business service model and
implementing a new ERP system to
replace our 50 legacy systerns

NGP net revenue {£€ million)

COMBINED, THESE ARE GENERATING
A STRONG FINANCIAL OUTLOOK

Improving tobacco and NGP net
revenue trajectory, with a compound
annual growth rate of 1% te 2%

Improving profitability through
operational leverage, better geographic

Annual cost savings from
restructuring programme

£150m

The business is highly cash generative
with low capital mtensity, a working
capital focus and disciplined capital

expenditure producing adjusted

90% to 100%.

mix from continued stabilisation of

priority market shares, reduced losses
from our nvestment 1n NGP and
restructuring cost savings driving a
mid-single-digit compound annual

growth rate for Group adjusted

operating profit

] Imperial Brands | Annual Report and Accounts 2023

operating cash conversion of typically

Free cash flow generated in FY23

£2.4bn



ENHANCING QUR CAPITAL RETURNS

We have a clear capital allocation
framework alongside cur strategy.

1. INVEST IN STRATEGY
Since our strategy is largely organic

and we work with innovation partners,

our capital expenditure needs are
relatively light. Any M&A is likely
to be small.

2. MAINTAIN LEVERAGE

We are committed 1o an investment
grade credit rating and will maintain
our leverage at the lower end of the
range 2 0-2 5 times adjusted net debt/
EBITDA range

3. PROGRESSIVE
DIVIDEND GROWTH

We have comimitted to grow
our dividend every year, taking
into account the underlying
business performance

4. RETURN SURPLUS CAPITAL
TO SHAREHOLDERS

Having reached our leverage target,
we have committed to an ongoing
share buyback programme, with
£11hillion committed 1n FY24.

Capital returned to shareholders
inFY23

£2.3bn

Image
, removed
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Further information on our strateqgy
can be found on pages 16 to 29,

www imperialbrandsple.com



CHAIR'S STATEMENT
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Dear Shareholders

The transformation of Imperial into a
consumer-focused challenger business
1s now translating into a stronger and
more consistent operational
performance and enhanced
shareholder returns Despite a difficult
macroeconomic and geopolitical
envirgnment, with inflationary
headwinds, shafting consumer
preferences and regulatory challenges,
we continue to methodically deliver on
our external commitments

One of my highlights of the past year
was attending our capital markets
event in New York in June, where
managernent showcased our new
consumer capahilities in 1nsights,
innovation and marketing What
impressed me was both the best-in-
class quality of the work by our new
global centres of expertise and the deep
collaboration with local markets We
are making pregress in other
transformation priorities

improvements in data, simpliification of
processes, and the development of &
performance-based culture.

All of this enabled the business to
deliver an improved performance 11
both combustible and next generation
products (NGP) during the 2023 fiscal
year Furthermore, we are providing
shareholders with consistent,

growing returns through a progressive
dividend policy and an ongoing share
buyback programme.

[ would like to thank the 25000 people
who wark at Imperial, as well as our
many valued business partners, for
their individual contributions to our
growing collective success

CONSUMER INSICHTS ARE
DRIVING OUR TRANSFORMATION
Everything we do starts with
consumers — and their diverse voices
car. be heard on pages 4-5 and

8 Imperial Brands | Annual Report and Accounts 2023

throughout this report Consumers tell
us they value local brands with strong
heritage and global brands with
distinctive personalities — traditional
areas of strength for Imperial, which we
are now further developing. Many
consumers also teli us they have yet te
find a perfect potentially reduced-harm
replacement for cigarettes This means
we are seeing a growing diversity of
behaviour with consumers using
different products for different
moments in their day.

Therefore, we see a future for this
mdustry where multiple nicotine
categories and a diverse ecosystermn of
businesses will coexist and evolve.
Innovation, and respensible
competition and regulation, will be the
motors which dnve us to a healthier
future. Thanks to our fogused
nvestments in transformation,
imperial 15 now well placed to make a
posifive contributich to this wider
mdustry transition



ADVOCATING FOR HARM
REDUCTION

Public health bodies agree it is the
smoke created by the burning of
tobaceo leaf which contains most of the
harmful chemicals responsible for
smoking-related disease Yet, many
consumers, policymakers and medical
professionals continue to believe that
nicotine is the principal cause of
ill-health We will continue to campaign
to build a greater understanding of the
positive role that potentially less
harmful products can play i helping
adult smokers

All of Imperial's products are designed
for and marketed to adult smokers and
existing nicoting consumers We are
actively engaging to support the
development of strenger, maore
enforceable regulation which balances
the need to make an attractive range of
NGP available to adult smokers while
driving cut urrespensible products and
preventing youth access

However, we are concerned with new
policy proposals in some markets,
which see prohibition as the solution
Outlawing legal products can inevitably
lead to unintended consequences,

in particular, the proliferation of illicit
trade and the growth of black-market
products outside the regulated
framework.

While cngaging to create regulatory
environments that enable successful
tobacco harm reduction, we will also
support the freedems of our legal adult
consumers who choose to conuinue

to smoke.

DELIVERING ON OUR PRIORITIES
FOR PEOPLE AND PLANET

Alongside our progress on harm
reduction, we are delivering on our
other key environmental, social and
governance priorities (ESG). In 2022 we
refreshed our approach to ESG, which
internatly we call "People and Planet”,
and over the past year we have
continued to enhance our gavernance
and disclosures, and work towards our
key commitments. Among these is our
goal to be a fully Net Zero company by
2040, and since our baseline year of
2017 we have reduced carbon emissions
by 65% within the business In
November 2022, the Board approved a
new diversity, equity and inclusion
strategy, which defines our processes,
practices and long-term measures for
success In particular, we now have a
clear goal to increase the proportion of
WOMEnN 11 Seflor management to 35%
by 2027

For more on People and Planet see
pages 38-69.

ENHANCING BOARD CAPABILITIES

In March, we welcomed Andrew
Gilchrist as a Non-Executive Director
and as a member of the Audit and
People and Governance Committees
Andrew, who was Chief Financial
Officer of Reynolds American Inc,
brings to our Board two decades of
operational and financial experience in
the tobacco sector At February's
Annual General Meeting {AGM), we said
farewell to Simon Langelier, who after
serving nearly six years on the Board
had decided 1o step down. I would like
to thank Simon again for his significant
contribution to the Beard and we wish
hum well 1n his future endeavours

We continue to held valuable
educational sessicns to ensure that
Board members are well able to provide
appropriate challenge and support for
managerment. Topics covered over the
past year have included 1ax and excise,
patents and intellectual property, and
regulatory policy

See the Governance section, starting
on page 112, for more information.

BROADENING STAKEHOLDER
ENGAGEMENT

Building on the programmes of
previous years, the Board held meetings
in Germany and Morocco, during which
we had the opportunity to meet with
employees and consumers | continue
to have regular interactions with our
largest investors, and over the past year
we consulted with them on our
refreshed Remurneration Pelicy, which
will be brought to the 2024 AGM for
approval, Having carefully considered
the existing approach and alternative
reruneration structures, the Board
concluded that the current structure,
with a small number of refinements,
remains appropriate for the Company
at this time.

EFFECTIVELY ALLOCATING
CAPITAL

The combination of our strong cash
flows and relatively low capital
1ntensity means we generate surplus
capital. The Board believes the
disciphined allocation of capital is a key
value lever alongside the delivery of the
Group's strategy We have clearly
defined our capital allocation priorities,
which start with investment to support
our strategic delivery. While the
investment needs of the business are
relatively modest, we approved a smail
acquisition te facilitate cur launch of
modern cral in the United States We
have also strengthened our balance
sheet to reach our target leverage and
underpin our commitment to
investment grade status.

Our objective is to support the long-
term sustainable cash flows of the
business to enable us to maintain our
progressive dividend policy and
ongoing share buyback The Board is
recommending an annual dividend
increase of 4.0%, 10146 82 pence per
share. We have also committed to a
£11 billion share buyback to be
completed 1n FY24, an increase

of 10% on FY23.

MOVING CLOSER TO A
HEALTHIER FUTURE

Looking ahead, we expect the
continuing benefits of cur
transformation to enable a further
acceleration of our financial
performance during the final two years
of our five-year strategy. We look
forward to building on our growing
operational track record tc deliver
sustainable shareholder returns and
play a positive, distinctive role in
this industry’s transition to a
healthier future.

¥ ~
Thérése Esperdy
Chair

“The transformation of Imperial
into a consumer-focused
challenger business is now
translating into enhanced
shareholder returns.”

www.imperialbrandsplc.com 9



CHIEF EXECUTIVE'S STATEMENT
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Three years into our strategy, I am
pleased with the consistent track
record we are building and excited by
the growing opportunities ahead Our
focus has been to develop Impertal into
a strong, consumer-centric challenger
business, capable of growth, year in and
year cut Since the launch of our
strategy 1n early 2021, we have been
creating the team and the capabilities
to enable the revival of our combustible
business and the successful reboot of
our next generation preducts (NGP}

This approach is leading to clear
operational progress, despite a
challenging macro-economic
environment In our five pnionty
combustible markets, which account
for around 70% of our operating profit,
we have stabilised the share declines
and exceeded our expectations with a
43 basis point growth mn aggregate
share since September 2020 Over the
same pericd, NGP net revenue has
grown by 41% at actual excharige rates,
underpinned by market launches and
new products 1n all three categories.

We have also delivered a material
step-up 1 shareholder returns

&

Q

Dunng FY23 and FY24, through a
combination of dividends and our
ongeing share buyback programme, we
expect to make cumulative capital
returns of £4.7 billion This is the
equivalent of ¢ 30% of Imperial's market
value as at 30 Septernber 2023

Meanwhile, we are continuing to make
focused investments 1n consumer
capabilities, data, processes and
systems, and our culture to ensure we
can grasp future opportunities across
all segments. While [ am pleased with
our progress so far, I believe that the full
benefits of Imperial’s transformation
will continue to emerge in the next few
years and beyond

BUILDING OUR CHALLENGER
CAPABILITIES

Impeital is the fourth largest — and
smallest — of the glebal businesses in
our sector. To outperform consistently,
we need to do things differently to our
larger rivals - to act as the industry's
challenger Being a challenger 1s about
being close to the consurner, having
robust data and processes to enable
fast, well-informed decisions, and

10 Imperial Brands | Annual Report and Accounts 2023
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developing a performance-hased
culture. Taken together, these are the
cnitical enablers for strategic success
and the focus for our investments over
the past three years.

In a sector where consumer behaviour
15 becoming increasingly diverse,
strong nsights, innovation capabilities
and brand building are more and more
cruclal. In June, I joined our censumer
team at a capital markets event in New
York City. Their presentations included
our new research in consumer demand
spaces, our emerging partnership
approach to innovation, and our activity
to refresh both our international and
local brands. Since then, we have
continued to tmprove our ways of
working to ensure that our centres of
expertise work as effectively as
possible with our teams in the markets

For more on our investments in our
consumer capahilities see pages
24-25,

Today's [mpenal was assembled
through a series of global acquisitions
during the past quarter century. A clear
demanstration of our transformation
journey is how we are replacing mare



than 60 legacy systems with a single,
unified platform. In parallel, we are also
creating an cnd to end supply cliain
system - from leaf to store Thege
investments will make a significant
contribution to future operationaj
Improvements, by giving our people
more robust, actionable data, and
automating low-value processes,
freeing up time to focus on meeting
consumer needs. While these
programmes will each take several
years 1o complete, pilot markets and
factories are currentiy adopting the
new systems and ways of working
@ See pages 28-290 for

more informaticn.
We continue to build a distinctive,
performance-based challenger culture,
which mternally we call "Connections®
Having introduced our new behavicurs
1n 2021, during 2022 all colleagues went
through training io help them better
understand how to deploy these
behaviours in their everyday working
lives. Over the past year, we moved to
the next phase of this culture change
Journey by inviting 300 of our senior
leaders ta spend seven working days on
a coaching programme to help them
nurture high-performing teams {see
pages 26-27). We alsc launched a new
long-term diversity, equity and
inclusion strategy designed to ensure
that everyone in Imperial can fee] that
tliey beluny (ses pages 6/-bY).

Another important focus this year has
been to support our colleagues in
markets dealing with exceptional
challenges These include Laos and
Moroceo, which have been affected
by natural disasters and, of course,

in Ukraine

Qur 2023 employee experience survey
was completed by 91% of eligible
colleagues around the world, and we
maintained our above-benchrmark
engagernent scare of 74%.

IMPROVED, MORE CONSISTENT
PERFORMANCE

Qur focused investments in the critical
enablers of cur strategy are driving
improved business performance In the
period, excluding Russia we delivered
growth in tobacco and NGP net revenue
of 1.4% and in Group adjusted operating
profit of 3 9%, at constant currency
Reported revenue was dewn 0.2% due to
lower excise partially offset by higher
Logista revenues Operating profit grew
26.8% as charges relating to our exit
from Russia were not repeated.

Once again, these achievements have
been delivered against an inflationary
backdrop which has squeezed

consumer purchasimng power.

Ag anticipated, we delivered strong
lobacco price mix for the year

at 10.4% which more than offset
volume declines.

During 2023, market share 1n our
five priority markets increased by
10 basis points.

In our largest market, the United States,
our challenger appreach supported a
share increase of 65 basis points for the
year Our flagship cigarette brands
Winston and Kool were stable in their
segments thanks to distinctive brand
positioning and focused sales
execution, and we continued to
increase share in the deep discount
segmernt. In mass market cigars we
faced a decline In net revenue against a
strong comparator pericd. As expected,
this headwind, which we reported at
the half year, has eased during the
second half.

We continue to refine our approach
in Germany with investment in
building brand equity and in our sales
force effectiveness

In the UK and Spain our strategy has
been focused on investment 1n local
jewel brands, while in Australia
our approach to revenue growth
management underpinned our clear
brand offerings at each of the key
price points.
@ See pages 18-19 for more on our
priority markets.
To improve focus on our medium-sized
and smaller markets, we have created
the new AAACE region which includes
Africa, Asla, Australasia and Central &
Eastern Europe Strong tobacco pricing
across the region offset volume

declines, while Central & Eastern
Europe benefited from NGP growth

@ See pages 20-21 for

more information.

In NGF, we now have credible
consumer propositions across all
categories — vape, heated tobacco and
modern cral During 2023 we
accelerated the roll-out of new preducts
in Europe, with the pod-based vape blu
2.0 now available in nine markets, the
blu bar disposable in 11 markets, and
Pulze 2 0, our heated tobacco device, in
seven markets We have also expanded
the flavour range of Zone X pouches in
Europe. In the Europe region, NGP net
revenue grew by 40% year on year on a
constant currency basis We are
pleased with the progress and fee] that
we now have a full product platform for
the NGP category We will continue to
be disciplined and will now aim to

consolidate momentum in our current
markets. This means investing only n
markets where NGP categories account
for a materal proportion of the overall
nicotine market and where we havea
strong route to market In the US, we
welcomed the unanimous federal court
decision in August to vacate an earlier
Marketing Denial Crder 1ssued by the
Food and Drug Admunistration against
our myblu pod-based vapour portfolic
[n 2024, we will launch our new rmodern
oral tange under the brand "Zone” This
follows the acquisition of a range of US
pouches from TJF Labs in June

For more on our apprcach to
investment in next generation

products, see pages 22-23.

PURPOSE, PEOPLE AND PLANET

A consumer-centric, challenger
approach to NGP is how we will
contribute to the broader industry-wide
commitment 1o reduce harm. As the
smallest of the internaticnal
businesses, we know we cannet deliver
a healthier future on our own But, by
getting close to our consumers,
innovating fast and working with
partners, we can drive responsible
competition and help accelerate the
transition to potentially reduced-harm
preducts, This distinctive way of
working 1s most clearly seen in our new
Sense Hubs in Liverpool and Hamburg,
which bring together consumers, our

~

OUR BEHAVIOURS

Logos
removed

For more infermation,
see pages 26-27.

- J
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CHIEF EXECUTIVE’'S STATEMENT continued

own praduct developers and third-party
partniers in a single collaborative space

Consumer health is a key element of
our broader environmental, social and
governance (ESG) frarmmework, which
internally we refer to as our People and
Planet agenda We are making matenal
progress 1n our other priorty areas We
are committed to becoming a fully Net
Zero cathon emission company hy 2040
and, driven by an overall reduction in
energy consumption, we have reduced
our Scope 1 and Scope 2 market-based
carbon emissions by 65% since our
baseline year 2017 We are also on
course to meet our commitment to
eliminate landfill waste in our
operaticns by 2025. For more
information on People and Planet see
pages 38-69.

ALLOCATING CAPITAL WITH
DISCIPLINE

Capital allocation 1s a key value lever
for the business Focus and discipline
are the key principles behind our four
capital gliccation priornties

- Invest behind the strategy to deliver
the growth initiatives

+ Deleverage to support a strong and
efficient balance sheet with a target
leverage towards the lower end of our
adjusted net debt to EBITDA range of
2-2.5 times.

A progressive dividend policy
with dividend growing annually,
taking into account underlying
business performance.

+ Return surplus capital to shareholders
while maintaining our target leverage

Having reached our target leverage, in
October 2022 we began returning
surplus capital te shareholders via a
share buyback We completed an initial
buyback of £1 illion during FY23, and
we have announced the next £1 1 hillion
tranche for FY24. As a result, we expect
in total our returns to shareholders wall
exceed £2 4 billion in the coming

fiscal year.

Given the highly cash generative
nature of the business and our current
valuation, we remain commitied to a
pragressive dividend policy and an
ongoing buyback programme, which
will meaningfully reduce the capital
base and generate significant
shareholder returns

For our investment case,
see pages 6-7.

EMBRACING CHANGE

Since joining Impenal in June 2020, [
have visited a total of 35 markets and
nine factones and had conversations
both face to face and virtually with
many hundreds of colleagues. During
this past three years, [ have seen how
our people have embraced change,
balancing the need for near-term
delivery with supporting our long-term
transformation | have seen too a
growing spirit of collaboration,
accountablity and inclusivity, as we
irntegrate new hires with strong global
consumer experience and our
colleagues with deep local and sector
expertise. Above all else it is the power
of our people which gives me
confidence in our ability to continue
ta deliver over our frve-year strategy
perniod and beyond.

OUTLOOK

Our five-year strategy 1s continuing to
drive the operational and cultural
changes which, despite challenging
macro-economic headwinds, are
strengthening our financial delivery.
This underpins our confidence 1n
delivering against the final two years of
our plan with a further improvement in
adjusted operating profit growth to
support a mid-single-digit constant
currency compound annual growth rate
over FY23-FY25, in line with our
medium-lerm guidance,

In the coming year, we expect lo deliver
low single-digit constant currency
tobacco and NGP net revenue growth
and to grow our constant currency
adjusted operating profit close to the
middie of our mid-single-digit range.

Performance will be weighted to the
second haif of the year driven by the
phasing of investments in NGP and the
phasing of our pricing iIn FY23. As a
result, first half operating profit is
expected to grow at low single digits, at
canstant currency

12 Impenal Brands | Annual Repert and Accounts 2023

Our earnings per share growth will
henefit additionally from the continued
reduction in the number of shares as a
result of our ongoing share buyback
programme, although this will be offset
slightly by increased adjusted finance
and tax costs.

Atcurrent rates, foreign exchange
translation 15 expected to be a 0-1%
headwind to net revenue, adjusted
operating profit and earnings per share

We look forward to building on our
growing operational track record to
deliver shareholder returns through an
ongoing buyback and progressive
dividend, and to play a positive,
distinctive role in this imdustry's
transition to a healthier future.

Stefan Bomhard
Chief Executive Officer
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UNRIVALLED FMCG EXPERIENCE

Qur Executive Leadership Team has a strong
blend of experience from across leading
glohal consumer companies and deep
tobacco and local market knowledge, Logos
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For more information see
www.imperialbrandsple.com

www impertalbrandsplc.com
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OUR DISTINCT APPROACH

OUR CHALLENGER
APPROACH

We take a different,
challenger approach to
running our business,

CONSUMER CENTRICITY

We put the consumer at the
centre of our business with
strong consumer nsight
guiding all our decision-
making (see pages 24-25).

OUR ASSETS

OUR COLLEAGUES

Our colleagues are our most important
asset. We have 25000 committed and
passionate employees who want to
make a difference.

OUR BRANDS

Our portfolio of 160 brands provides
enjoyment and pleasure for millions of
adult consumers every day.

OUR RELATIONSHIPS

We have solid, trusted partnerships with
stakeholders, including customers and
suppliers across ¢.120 markets.

differentiating ourselves
from our global peers

OUR OPERATIONS

We have a network of 30 manufacturing
sites that scurce and process tobacco
raw materigls to provide high-quality
products at lowest cost.

OUR INDUSTRY KNOWLEDGE

Our deep knowledge of the tobacco and
nicotine industry, including our
consumer nsights, helps us to operate
responsibly in all our markets.

OUR FINANCIAL STRENGTH

We are able to raise prices to more than
offset volurne dechines to deliver high

margins and strong cash flows to invest

and drive returns

Image
removed

WHAT WE DO

ADULT CONSUMER INSIGHTS

We start with the consumer — and
everything we do is based arcund a
deep understanding of adylt smokers
and nicotine consumers. Gur insights
research 1s led by our Global Consumer
Office and we unlock value by ensuring
we offer our consumers the nght
product choices to meet their needs
These nsights previde compentive
advantage, and inform our product
cfferings in both combustible tobacco
and NGP and underpin how we
comrurnicate with adult consumers.

SCIENCE & REGULATION

We usge our know-how and smaller size
1o be agile in how we respond to
regulatory changes. This 1s supported
by our science and corporate affairs
teams, who understand the regulatery
environment in all our markets and
ensure we operate responsibly and
provide high-quality preducts
comphant with local standards.

14 Imperial Brands |} Annual Report and Accounts 2023

MARKETING & INNOVATION

Our marketing and innovation teams
add value by using consumer insights
to develop a portfolio of combustible
tobacco and potentially reduced-
harm products to engage and excite
adult consumers. We use sales and
marketing communications and
innovation to differentiate our brands
and meet evolving consurmer needs,
while at the same time ensunng our
products de not appeal to youth.
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LOCAL AND
INTERNATIONAL BRANDS

Cur differentiated brand portfolio
means we offer consumers heritage
brands with local provenance and
international brands that resonate with
distinct global tribes.

FOCUs

We focus our investment on clear
performance drivers in our five pricnity
combustible markets and drive value
from our broader market portfolio

We are building cur NGP business in
markets where consumers have
already expressed their preferences
and where we already have
established distribution.

STAKEHOLDER VALUE

PARTNERSHIPS

Qur partnership appreach to innovation
enables us to compete in multiple NGF
categories with an agile response to
changing market dynamics and fast
product development.

OUR CONSUMERS

Mithens of adults werldwide choose to
enjoy our tobacco and next generation
products. Meeting their expectations of
quality and understanding their evelving
requirements are vital for the long-term
sustainable growth of cur business.

Ca_

OUR COLLEAGUES

[t 15 essential we create a supportive,
safe and rewarding work envirenment
to enable them to deliver our goals and
develop their careers.

Th

OUR CUSTOMERS

We work closely with distributors,
wholesalers and retailers to ensure our
products are avallable to adult consumers
1n a diverse range of outlets werldwide.
They play a crucial role in our

business model.

GOVERNMENTS
AND REGULATORS

Approaches to legisiation vary
significantly across geographies. We
support reasonable regulation of
tobacceo and nicotine products and look
to have constructive engagement with
policymakers and regulators.

€\

[

OUR INVESTORS

Our investors provide capital to the
business and monitor management’s
allocation of that capital within
the business.

i

- N ‘_._‘—_'__'_,__o—-—'——'_‘—‘—._._‘_
OUR SUPPLIERS

We maintain strong relationships with
our tobacco, non-tobacco materials
(NTM) and NGP suppliers to help ensure
sustainable supply and business
continuity, underpinned by fair
centract and payment terms.

SUSTAINABLE SOURCING

Qur leaf purchasing teamns work with a
diverse and complex supply chain from
smallholder farmers to multinational
companies to procure high-quality leaf
and nicotine for our products

Our procurement teams add value by
responsibly meeting all cur sourcing
needs including leaf, nicotine and
non-tobacco matenals such as

papers, filters and packaging, as well as
the power and water we use to run our
factories Their decisions are guided by
out ESG commitments.

EFFICIENT MANUFACTURING

Our manufacturing teams employ the
latest production methods, working to
the highest quality and preduct
manufacturing standards. Cur scale
and knowledge are competitive
strengths, enabling us to supply quality
products at lowest cost. Where
appropriate, for example with NGP
devices, we use third-party
manufacturers with the technical
axpeartise to deliver high-quality
products, We also use third-party
logistics companies to distribute

our products.

STRONG RETAIL PARTNERSHIPS

We sell our products to our custemers.
Our sales and marketing teams have
built strong partnerships with thermn
through sales force coverage, retailer
incentivisation and point-cf-sale
advertising, where appropriate. We
understand their needs and help them
to navigate the changing regulatory
environment. Our goal 1s to deliver
mutually attractive comumercial
arrangermnents that support growth and
value creation for our retailer,
wholesaler and distributor customers.

www.imperialbrandsple.com 15



OUR STRATEGY IN ACTION

The choices we make are quided by
our strategy, purpose and vision as
well as our approach to managing our
environmental, social and governance

&
Q~
S
S
O\ o

16 Impenal Brands | Annual Report and Accounts 2023

Image
removed



C . .
OUR PURPOSE O Forging a path to a healthier future for moments
of relaxation and pleasure.

\_______”_
OUR VISION To build a strong challenger business powered

by responsibility, focus and choice.

$ !

;

((5\

STRATEGIC @: ) ORIVING VAL (e
Pages 18-23 pORTFOL)n
CRITICAL ENABLERS

Pages 24-29

PERFORMANC®
“BAsgp cu TURE
AND CApABILITIES

e | Logos

OUR removed Start with the Consumer Be Authentic, Inclusive to all
BEHAVIOURS Collaborate with Purpose Build our Future
Pages 26-27

Take Accountability with Confidence

HOW WE MEASURE To measure our performance we have 10 financial and four non-financial
OUR PERFORMANCE key performance indicators. We also measure the performance of several
Pages 30-31 other indicators. Financial performance is reported on pages 92 to 99,

and non-financial performance is reported on pages 38 to 81.

OUR APPROACH TO ESG HEALTHIER FUTURES
Pages 38-6¢
v
Consumer health Climate change Packaging and waste

T POSITIVE CONTRIBUTION .Q]
TO SOCIETY
)

Farmer livelihoods & welfare Sustainable & responsible sourcing

———

SAFE & INCLUSIVE WORKPLACE

\Z %) W

Employee health, Diversity, equity Human
safety & wellbeing & inclusion rights

www impenalbrandsplc.com 17



OUR STRATEGY IN ACTION continued

STRATEGIC PILLARS

'
PRIORITY MARKET SHARES
12-month share

USA

+B5bps :

Germany :
-80bps

L
Logos UK O
removed -50bps

|
Spain C

+10hps

Australia :

+10bps

Ir. 2azh of these margats
top-1ntee mar<et pasit with established
brand: and strofig custamer relarenships

Impensl er|oys a

k?nowrh n aggregate marke! share +18kps
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Focused investment in our moest material combustible
opportunities has driven stabilisation of our aggregate

market share.

As a challenger business, we rieed fo
channel our investment and energies
towards the most matenal opportunities
This means a consistent laser-focus on
our five largest cembustible markets,
which make up around 70% of our
operating profits These are the United
States, Germany, the United Kingdom,
Spain and Austraha. Each market has
attractive features. The US and Germany
are both markets where cigarettes
continue to be relatively affordable,
creating opportunity for long-term growth.

Together these two markets account for
around 50% of our operating profit. In
the UK and Spain, we enjoy strong
market positions supported by 1conic
local jewsl brands, which are proving
increasingly popular with consurners
seeking distinciive propositions with
strong heritage, In Australia, a market
heavily restncted by regulation, we
have opportunities to capitalise on cur
status as the seccnd largest player and
optirise valué creatiorn.

Each market has tightly defined
prionties in marketing, distribution
and portfolio management, which are
subject to monthly reviews Qur
strategy, launched in early 2021
dehned six operational levers to
improve combustible performance
across the five markets, and three
years on we continue to make progress
on each

18 Imperial Brands | Annual Report and Accounts 2023

1.

Increase participation In prermium
segments. In the U3, focused
investment in ou! flagship brands
wWinston and Kool has led to
stabilisation of our share of the
premium segment after years

of decline

. Rejuvenate local jewels: In Spain, our

refresh of Nobel in 2022, including new
packaging and ine extensions,
supported the brand gaining 30bps
In FYZ23, In the UK, the rejuvenation
of local brands Embassy and Regal
led to share growth of these brands

. Optirnise the value segrnent: 1t1s

mportant that we are able to offer
consumers high-quahty choices

- whatever their price points Across
our markets, we have been investing
in more rigorous approaches to
portfelic management, In Australia,
the introduction of Lambert & Butler
in the fifth price tier underpinned a
refresh of our pricing strategy across
our brand portfolic enabling share
and value growth in FY23.

. Maximise the potential of fine cut

tobacce In Germany. where high
inflation 1g driving downtrading,
the launch of our Paramount brand
grew our share of the sub-value fine
cut segment



5. Drive performance in under-
penetrated channels: In the US our
larger sales force has enahbled us to
Increase coverage of smaller
convenience stores and gas stations.

6. Maximise value creation through key
accounts: In the US a focus on joint
business plans with our key accounts
underpinned out-performance of our
cigarette portfolio.

Consistent progress across these six
areas of focus means that, after years of
sharp declines in market share, we
have now reported three years of
stable-to-growing aggregate market
share for our prionty matkets. At Group
level, we manage these five markets as
a portfolio and therefore in any
reporting perind we would not expect
all five to increase share. What matters
is mamntaining stable ar growing share
In aggregate over the long term.

Image
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Priority markets
account for

c.70%

of operating profit

lmage
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www.imperialbrandsple.com
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QUR STRATECGY IN ACTION continued

20

STRATEGIC PILLARS

We have identified a ¢lear
role for each of our
diverse markets.

‘ Image

| removed
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In a similar way to how we have
focused our investment 1n our five
priority markets, we have brought an
equally rigorous approach to creating
value and dentifying future growth
oppertunities across our broader
porticlio. We have created new
structures and processes designed te
help the teams in all cur markets
maximise their contribution to the
success of the Group.

In particular, over the past year we have
created a new regional structure with
the formation of the AAACE regioi,
covenng Africa, Asia, Australasia and
Central & Eastern Europe. Led by Paola
Pocel this unit is being developed as a
centre of expertise far our medium-
sized and smaller markets, many of
which have attractive margins and the
potential to become platforms for future
growth in combustible tobacco and
rext generation products,
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In aggregate, some of these market
clusters, such as Africa which accounts
for about 10% of Group tobacco profit,
have the potential to make a significant
contribution to overall Group success
Willun each pottfulio, every tiatkel is
assigned a specific role and a distinct
set of priorities

Under the new regional structure,
groups of markets are now being run
more effectively as portfolios with
insights, expertise and services
being poaled.

Greater consumer engagement in each
market has guided our investment in
wider consumer choice. Brand
innovations have supported brand
equity building and underpin
sustainahle price increases.

We have also shared best practice
across our wider markets. Disciplined
go-to-market strategies used to good
effect elsewhere in the Group have
been repeated across our wider
markets, where appropriate. In our
African markets strong price increases
were combined with revenue growth
management measures and tools
developed together with our Global
Consumer Office team.

We use our unique portfolio of local
jewel and international brands (o meet
local consumer preferences. For
instance, in the Middle East
international brand Davidoff resonates
well with consumers, particularly in

Image
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Kuwait. Here the country benefited
from reopened borders and we
exercised strong pricing disciphne and
a more focused go-to-market approach
1o drive revenue growth there.

Our global duty free business performed
well dunng the year as travel plans
returned to pre-pandemic levels in
most locations, apart from Asia where
travelling 1s expected torecover to
pre-pandemic levels over time, Our
performance was enhanced as we
increased our share of market in major
airports, mainly in Europe and the
Middle East.

In line with our appreach as a focused
challenger, we have been ready to

exit markets where we believe we lack
the right to win. In 2022 we exated
Japan, a large market for tobacco but
one where after a decade of investment,
the business remained small and
unprofitable. Also in 2022, following
the invasion of Ukraine we decided

to exit Russia and subsequently,

we have closed our cperations n
several central Asian markets,

which had previously been reliant

on our Russian supply chain.

Focus, disciphne and our new
consumer approach and revenue
growth management frameworks are
enabling us to continue to drnive value
fram our broader market portfolio.

www.imperialbrandsplc.com
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OUR STRATEGY IN ACTION continued

STRATEGIC PILLARS E

NGP as percentage of Imperial's overall net revenue in
European markets

Ikaly ( 38% |
Creece [ 34% |
Austria C 26% |
Partugal | 26% | -
Norway —I 23% | B
Sweden | 21% |
Spain
o -
Czech Republic
Finland
Canares
Hungary
Raland %
Germany @
Europe
~ ~
Next generation products (NGP)
r
Logos [ Logos Logos
temoved removed | removed
Vapour Heated tobacca Modern oral

o _/

NGP net revenue growth
at constant currency
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FY23 saw a step-up in
our next generation
product operations.

For our potentially reduced-harm
business this has been an important
year, with product tnnovation and
targeted rmarket launches translating
nte accelerated revenue growth,

Following the introduction of new
propositions 1n vape, heated tobacco

and oral nicotine, we now have credible
offerings in all three major categornes.

And consumers can now buy our NGP
in more than 20 European markets, as
well as the United States.

This operational acceleration has
translated into revenue growth of 26 4%
globally, and 40.4% 1n Europe where we

have been focusing cur Investment

2020

NGP reboot;
disciplined market
exits and under-
perfarming
investments cut

-27%

TRANSFORMATION IN AcT 0

2021

Investment aligned
behind new strategy;
Pulze 1.1trials begin in
Greece and Czech
Republic

-4%
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The step-up dunng FY23 follows a
comprehensive reboot of our approach
to NGP in line with the strategy we
lavnclied 11 January 2021

We operate as a challenger both in
our choice of markets and in the way
we 1nnovaie,

This means we focus only on markets
where an NGP cateqory has already
become a matenal proportion of overall
nicotine consumption, and where we
have streng existing routes to market.

In innovation, reflecting our agility and
our smaller size compared 1o other
global players, we have developed a
partnership approach.

This 1s exemplified by our three new
innovation centres. Qur Sense Hubs 1n
Liverpool and Hamburg bring together
our own development teams with
third-party partners and our consumers.
Our Shenzhen site enables us to get
closer to our supply chain partners.

Our new way of working has halved
the time from inrtial concept to
market launch and increased our
capacity to work sumultaneously on
multiple projects.

This 1s particularly important because
of the need for us to take a mult-
category approach, reflecting the way
different markets are evolving different
NGP preferences because of local
culture and regulatory environments.

During FY21 and FY22, we first
refocused the business, by withdrawing
from several markets, such as heated
tobacco in Japan, which did not fit our
challenger criteria.

Then we began a test-and-learn process
introducing new products in pilot
markets, closely studying reaction from
consumers and customers, before
scaling up.

For example, in heated tobacco, we
introduced the Pulze and iD proposition
to Greece and the Czech Republic, while
blu 2.0, our latest pod-based vape, was

2022

blu 2.0 trialled in four
French cities and
roll-out of new Zone X
flavours

2023

+11%

Pulze 2.0, blu 2.0 and
blu bar launched in
multiple markets

trialled in selected French cities. This
helped to validate our propositicns with
CONSuUMmeIs

Then over the past year, having

studied consumer feedback and made
alterations to devices, flavours and
hrand propositions, we began to scale
up. Our blu 2.0 device 1s now available
in nine markets and our disposable biu
bar is available in 11 markets, while our
heated tobacco offerings, which include
an upgraded Pulze 2.0 device, are up
and running in seven markets.

[n oral nicotine, with our Zone X and
Skruf brands, we have focused on
selected markets, mainly in the Nerdic
region, where this category 1s preferred
by consurmmers. Here we have been
innovating with a range of new flavours
and brand propositions. During 2024 we
will launch a range of oral nicotine
pouches in the US.

Already, in some European markets
where our combustible presence had
historically been smaller, NGP has
grown to become a significant
proportion of overall net revenue
{see chart on opposite page).

Our challenge next 1s te build a larger
NGP presence 1n our major European
markets, where we can leverage the
strength of our sales forces and broader
business infrastructure

FYZ24 will be a year of consclidaticn as
we conlinue to innovate, build brand
equity and develop the markets we
have already entered.

The strength of our competiters and the
accelerating pace of regulatory change
mean that we cannot expect o make
progress in all markets in all years.

However, as more consurners make
potentially healthier choices, we see a
future where NGP hecomes a larger
proportion of nicotine consumption
over time and where Imperial secures
1ts fair share of this growing market.

For more information
on consumer health

see pages 44-47.

+26%

MAIN NGP MARKETS

\

Vapour
France UK Spain
Logo Logo Logo
removed | | removed | | removed
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ltaly Portugal CzechRep
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USA Belgium  Ireland
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Heated tohacco
Czech Italy Creece
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Logo
removed
Modern oral
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OUR STRATEGY IN ACTION continved

Image
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CRITICAL ENABLERS &
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Q/E \E We're investing to support
e % a more rigorous approach
(/ to consumer insight,

innovation and marketing.

A cntical enabler for our strategy is to
place the consumer at the centre of the
business Our refreshed focus on

starting with the consumer 1s a key
element of our challenger mindset. The
tobacco and nicotine environment has
undergorne transformative change
recently, Consunler tasteg are
becoming more eclectic - choice
matters more The pace of innovation 1s
accelerating and there 1s now a broad
NGP ecosystem where partnenng s
umportant to success.

We're building a haolistic approach to
understanding our consumers by
developing a multi-disciphinary
community to design and develop
products. This means investing in
capabulities, data and insights to ensure
that the voice of the consumer shapes
and influences our decision-maling and
becomes part of the fabric of our culture.

8,600

consumer
interviews

Since the creation in 2021 of our Global
Consumer Office {GCO} we have
successfully atiracted talent from a
range of blue-chip consumer goods

firms who are bringing best practice to
_} the team and combining it with our
image
removed
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existing deep knowledge in tohacco
and lecal markets. The GCO team,
collaborating closcly with the wider
business, 1s supporting our vision by
listening carefully to smokers and next
generation product users, and we are
challenging on behalf of these
consumers to provide them with

more choice.

In June 2023, we hosted our "Start with
the Consumer” capital markets day in
New York to demonstrate our progress
on consumer centricity. The event
provided insight into how we are
putting the consumer at the centre of
the business with presentations cn
insights, marketing, innovaticn and
NGP. The full slides and transcnpt are
avallable on our website,

www mpenalbrandsple.com

ENHANCING OUR
CONSUMER INSIGHTS

We have refreshed our consumer
nsights and how we analyse new
opportunities now follows a consistent
global approach applied across markets
and categories. At the centre of this
new approach 1s our investment in one
of Imperial's largest ever pieces of
consumer research

We used an approach called demand
spaces, a type of analysis which 1s well
established in other consumer sectors
but is still quite new 1n tobacco and
nicotine. This method, which internally
we call 'Dimensions’, breaks down the
lives of our consumers into individual
moments when they enjoy our
products, for example, morning or
evening, in the home or out and about,
alone or with friends. We interviewed

8,000 consumers across eight countries,

collecting in-gepth information on
15,800 different consumption
oceasions. By analysing these different
moments of consumption we are better
able to differentiate our offerings to the
same consumer

In addition, we have created new data
and analytics tools and made these
avallable across the crganisation.
This 15 a clear example of how we are

October 2022

Launch of Nobel
Super Slims in Spain

putting technology to work 1n the
consumer space. Having piloted the
tracket 111 2022, we launched Lthe
revamped dashboard this year to
strengthen our ahility to compare brand
funnels and understand switching and
other brand dynamics

UNLOCKING OUR PORTFGLIO

We are embracing our role as a
challenger, by taking control of our
portfolio. Impernial 1s transitioning from
a business which only priontised global
brands to one that also embraces its
portfohio of local jewels, widening
consumers’ choice with brands
reflecting their national identity or
their global tribe. We are a business
with a clear portfolio strategy where
each brand has a clear role and targets
a specific consumer and price, tying
into the new Dimenstons framework
developed by the insights team.

We have reinvested in our brands,
increasing investment in marketing as an
overall percentage of net revenue. This is
delvering results, as demonstrated by the
success of brands such as Nobel in Spain,
together with Winston and Kool in the US.

A NEW APPROACH TO INNOVATION

Our innovation capabilities have been
reoriented to provide consistent and
coherent consumer experiences across
combustibles and NGP. A new and
differentiated approach to innovation
has been developed. It 15 one that 18
consumer led and involves close
collaboration across functions, We are
now delivering NGP 1n a more
sustainable way, and at pace. In
improving our agility, we can respond to
the needs of consumers more quickly.

We have created and embraced a
partner ecosystem, and these partners
are working with us on our innovation
agenda across flavour, device, digital,
sensory and packaging. We are building
deep partnerships that allow us to be
unencumbered by cwnership of an
entire value chain in a sector where
technologies and products are evolving
quickly. We are operating innovation

First half of 2023

First launches of blu 2.0,
blu bar and Pulze 2.0

March 2023
February 2023

New JPS campaign
launched in Germany

Davidoff Double
Crushhall launched
in the Middle East

centres in Liverpool, Hamburg and
Shenzhen, which will accelerate the
feedback loop by giving us the ability to
test and learn from consumers as

we innovate.

A CHALLENGER APPROACH TO NGP

Collaboration between the NGP team and
ournsights, mnovation and rmatketing
teams has enabled us to leverage
consumer insights from combustibles,
and develop a holistic view of consumer
behaviour and preferences. This financial
year has been a breakout year for NGP
launches: we have successfully rolled out
out blu 2.0, blu bar and Puize 2.0 devices.
There has been a noticeable increase n
the pace of innovation.

Our market roll-out strategy is clearly
defined. We will only enter markets
where the category has already been
created and we have an existing route
to market. Product development in
vapour and heated tobacco has been
complemented by new flavour roll-outs
in our oral nicotine products in Europe.
In June 2023, we completed the
acquisiticn of a US oral nicotine
product range from TJP Labs, and we
are excited about launching our new
brand, Zone, in 2024.

Looking ahead, we will optimise the
organisational design to make sure the
consumer centre of excellence is
working in tandem with the markets to
continue to deliver maximum henefit
for the business and our consumers

“The Global Consumer
Office is supporting
our vision by listening
carefully to smokers
and next generation
product users.”

Throughout 2023

Increased flavour
rall-out across the
OND portfolio

Q4 2023

Premium non-rmenthol variant
of Kool launched in the US
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OUR STRATEGY IN ACTION continued

CRITICAL ENABLERS

Over the past three years, as part of
Imperial's transformation into & strong
challenger business, we have been
developing a performance culture
which i1s more collaborative,
accountable and inclustve.

This has been a highly structured,
multi-year programme and, while we
know there is considerable work still
to do, we are pleased with our progress
so far.

The process of cultural change began in
2021 when, in support of cur newly
launched strategy, we unveiled a new
purpose, vision and five behaviours.

These behaviours, which have been the
foundation of all subsequent activity,
are Start with the Consumer;
Collaborate with Purpose, Take
Accountability with Confidence,

Be Authentic and Inclusive to all,

and Build our Future.

TRANSFORMATION IN ACTION
e —

Jan 2021

Strategy launch:
Cufture is identified as
a key enabler for
improved performance

Oct 2021

New purpose, vision &
hehaviours unveiled at
first-ever all-colleague
conference

During 2022, our focus was on
supporting colieagues to become
famuiar with these behaviours.

Every employee received training in
understanding how best to live our
behaviours in their working lives, with
leaders going threugh an immersive
five-day programme, which we

called Connections.

We also rebranded our global office and
factory estate, and stepped up our
internal communications with new
global, regional and functional events
enabling broad-ranging dialogues and
the sharing of best practice

Over the past year, we have continued
to develop this new culture. Gur
behaviours are now embedded in the
way we manaqe performance, with
leaders paid bonuses based not just on
what they achieve but also how they
deiver those achievements.

Also dunng 2023, we have made a
sigruficant investment in the coaching
and development skills of our senior
managers. Three hundred leaders,
including the full Executive Leadership
Team, have completed a bespoke
course, called Connected Leadership,

Nov 2021
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Immersive Connections
sessions start. All colieagues
receive training in how to
bring to life our behaviours in
their daily working lives

Image

removed |

designed to help each of them become
better coaches and unlock the full
potential of their teams. Examples of
our people’s response to the programme
are on the opposite page

As part of ourt broader culture change
agenda, during 2021 and 2022, we built
the foundations of a new, more rigorous
approach to diversity, equity and
inclusion (DEI). This included the
establishment of Employee Resource
Groups covering gender, ethmaity,
disability and LGBTQ+, and the
recruitment of a new central team.
During 2023, we agreed a set of
long-term DEI ambitions, These are
covered in more detall on pages 67-69.

The positive impact of these activities
15 evidenced in cur most recent global
employee expenence survey, where we
saw & 91% response rate and
maintained our above-benchmark
engagement score of 74%, Amonyg our
Global Business Leaders — roughly our
top 500 people — we saw engagernent
improve by 10 percentage points {0 84%.

We will continue to embed our new

culture through ngorous performance
manragement and further coaching to
support our leaders.

Feb 2022

Launch of Connetted
Performance. New
performance management
process embeds behaviours
into objective setting

and bonuses




Image
removed

2023 employee
engagement

74%

WHAT LEADERS ARE SAYING
ABOUT OUR CONNECTED
LEADERSHIP PROGRAMME.,.

"In 15 years here, this is the first
time ever | have seen such

investment from the
leadership in us.”

"This is the only time learning
had made me a better leader

on a day-to-day basis.”

‘I've had more difficult

conversations now re people’s
performance than ever before
— caring and challenging.”

Nov 2022

Long-term diversity, equity
and inclusion ambitions
approved by the Board. This
is followed by the launch of
the “| Belong" campaign to
build awareness and buy-in
for self-deciaration data
gathering (see pages 67-69
for more details)

AND WHAT TEAMS ARE SAYING
ABOUT THEIR LEADERS...

"My leader is making me
think differently, when |

make a commitment, it feels

more personal.”

T can see a positive 360 change

in leading — asking more

questions, making us think
more, sclve our own problems

and not tell us.”

"My leader is pausing and
listening more — I noticed it."

Dec 2022

Second all-employee
conference highlights how
colleagues have adopted
new behaviours.
Contributions from
markets across all regions
show how culture change
is translating into
operational progress

Jan 2023

Connected Leadership
coaching courses begin.
During 2023, 300 leaders
devoted seven working
days to building skills in
developing and supporting
their teams to improve
performance and

unlock potential

Image
removed

I

Oct 2023

Record 91% response
rate for global employee
experience survey. We
maintain benchmark-
beating 74%
engagement score
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OUR STRATEGY IN ACTION continued
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CRITICAL ENABLERS
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We are improving our global
processes and digital
strategies.

Imperial emerged as the world's fourth
largest tchaceo business through bold
acquisitions over the past two decades.
These transactions have given the
Company significant posttions in some
of the world's most attractive markets
and a strong stable of local and
international brands.

Cur strategy, launched in 2021,
wdentified a need to better integrate this
portfolio of businesses tc create
simpler, more efficient operations,
enabling us to better capture future
opportunities. Three years on, our
transformation is well underway with

Impenal Brands | Annual Report and Accounts 2023

significant structural changes, the
introduction of new capabilities, and
imvestment in our digital backbone.

In addition to restructuring our reglons
i FY21 to allow a greater focus on our
largest market, the United States, this
year we created a new region to include
Africa, Asia, Australasia and Central &
Eastern Europe {(AAACE}

This change reflects our more rigorous
approach to how we manage our
broader portfolio of small and medium-
s1zed markets, some of which have the
potential to become engines of future
growth for the Group. We have also
rationalised the number of clusters and
defined clearer operating models for
our large, medium-sized and smaller
markets. These changes are supported
by a ngorous menthly performance
review process

Cur drive to create value from our
breader markets is coveted in more
detail on pages 20-21.

TRANSFORMATION IN ACTIgN
f

2021

New performance
management approach
introduced

Market clusters reduced
from 13 to 10

=
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In our two largest markets, the United
States and Germany, we have invested
in our sales teams, and, where
applicable, have supperted thern with
traiming and new sales technology to
support faster decision-making. In
order to derisk our investments, we are
deliberately using technologies which
have already been proven by our peers
in the consumer goods sectar

Our focus on our top five priority
markets is covered in more detail on
pages 18-19,

We have been introducing new ways of
working to ensure strong collaboration
between our central functions and
market teams, and to develop high-
guality business partnering. A major
focus this year has been embedding our
new Global Consummer Office to work
closely with our regiens, supporting
consumer insight, revenue growth
management, and brand and portfalic
management. An example of how we
have achieved this is the creation of cur
central business intelligence function
focusing on market and business
performance. The architecture of this
function was co-created by both central
and market teams in a collahorative
process with the resulting new insights
centre of expertise enabling local
execution with central support.

Qur drive towards greater consumer
centricity is covered in more detail
on pages 24-25.

[n cur business partnering functions -
including Finance, Precurement, [T

and People & Culture — we created
Global Business Services (GBS) to deliver
more strategic support to our sales,
marketing and manufacturing teams,
and to provide the flexibility to adapt
and respond to changes 1n the market.
[n creating GBS, we streamlined our
global processes to ensure that our
resources are better allocated towards
the customer and consumer-facing
areas of the business — with a particular
focus on our five prionity markets.
Across this year, we have seen over 300
roles move to the GBS, with the opening
of a new office 1n Krakow, Poland, for
specialists in areas including Finance,
[T, Data and Procurement.

Our Global Supply Chain has also been
transforming. Here, the focus has been
on huilding a fully integrated supply
chain with centralised planning,
resourcing and demand forecasting
capalilities based in our Warsaw hub.
This team, collaborating closely with our
factones and people in the markets,
offers a range of skill sets, experiences
and backgrounds ~ from packaging
solutions to end-to-end planning.

The new hub is designed as a space for
more aglle decision-making and
professional excellence.

These changes are all being supported
by significant digital improvements,
Qur investment in an all-new Enterprise
Resource Planning (ERP) system will

make us a more connected organisation
by replacing local legacy systems and
provide a new technology backbaone. This
1$ a once-in-a-generation cpportunity to
enhance the speed, integrity and
availability of business information,
improving our decision making and
agihity. Alongside this, the programme
will simplify and standardise core
processes across our finance, supply
chain and commercial operaticns.

A strong programme team has been
mobilised, combining external expertise
in similar transfermaticns and
experience from within Impenal, together
with best-in-class delivery partners and
specialists that can help us accelerate the
delivery. During this financial year we
have made significant progress, having
completed the global design phase, and
we are now implementing the model in
the first market and factory, which are
set to go live 1n the second half of the
next financial year.

The initial change programme, outlined
in our 2021 strategy, is now complete.
However, the work to develop a simpler
and more efficient organisation
continues, as we seek to create a
working environment where our people
can be more fulfilled and effective,
enabling improved operational and
financial outcomes.

S

2022 2023
Changes to business Embedding consumer
support functions capahilities

300 roles moved to new
Global Business Services unit

Investment in new ERP
system announced
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KP!s

Tohacco & NGP
net revenue (Ebn)

23 £8.0bn |
2 | £7.7bn*

a [ o]
Performance

Tobacco & NGP net revenue grow by 3 6% at
actual exchange rates and increased by 1 4%
on a constant currency basis cxcluding
Russia from the prior year Including Russia,
tobaceo & NGP net revenue grew by 0 7% at
constant curtency Tobacco net revenue was
up 0.7% at constant currency exciuding
Russia, reflecting progress made in the two
combustibie strategic priorities of 'focus on
our prionity markets” and "driving value from
our broader portfolio”

* Fuxcluding Bussia

Dividend per share (pence)

PE 146.82p
2 [ 16117 |
n [ 139,085 |

Performance

The dividend grew 4 0% reflecting

out progressive dividend policy and in line
with our capital allocation pelicy

FINANCIAL KPis'
Aggregate priority market ﬂ
share vs prior year (%) [El

23 I::l iCbps
22 3Sbps
21 -2hps D

We use key performance indicators to assess
the progress we are making in delivering our
purpose, vision and strategy.

NGP net revenue (Em) [El o Q

£265m |

22 £208m

21 £188m

Performance

Our *focus on our priority markets” has
enabled us to stabilise the market sharg

loss we expenenced for a number of years
and led to the second year of an increase 1n
aggregate priority market share vs prnior year
Gamns In the US, Spawn and Australia offset
declines in the UK and Germany

Tobacco & NGP adjusted
operating margin (%)

%

o [

44, L0 l

43.5%|

Performance

Margins improved 30 basis points at acrual
rates and 70 basis points at constant
currency excluding Russia from the prior
year Including Russia, margins grew 90
basts points at constant currency The
ymprovermnent is a result of the operational
geatng impact of higher safes on lower
volumes and the henefit of cost savings from
our 2021 strateglc restructuring programine
= Exeuding Russia

Adjusted operating cash
caonversion rate (%)

s [ 929% |
2 102%

21 [ EB%T

Performance

2023 adjusiing cash conversion of 92% was
lower than the priot year due o working
caphial outflow

1 Defintions for financial KPIs can oe found 1n Supplementary Information
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Performance

NGP revenue grew by 26 4% on a constant
currency basis in the year This growth mn our
NGP revenue reflects cur strategic pnonty to
“build a targeted NGP business” and the step
uplnnvestment dunng the peniod This
metric 1s used as a bonus performance
criterion for Executive Directors

Adjusted earnings@ Q 9

per share (pence)

3| 278.8p |

n [ 245,50 |
Performance

Adusted earnings per share increased 5 3% at
actual exchange rates and inecreased 4 3% on
a constant currency basis excluding Russia
10 the prior year Including Russia adjusted
earnings per share grew 4 2% an g constant
currency basis. Reported earmungs per share
gresw 52.1%. This movement 1s explaimed in
the Group Financial Review

+ Excuding Russia

Adjusted net debt to EBITDA
(multiple) [?]

23

[ 19 |
2 F 201
| 224

21

Performance

Adjusted net debt to EBITDA reduced O 1x to
19x%1n FYZ3 clese to our capital allocaion
target of 2 0x to 2 5% Admsted net debt
reduced by £0 1 billion, after £2 3 lilhon of
returns to shareholders via dividend and
shate buyback EBITDA increased year on
year, reflecting the growth in adjusted
operating prof:: duning the financial year



NON-FINANCIAL KPis'

More non-financial performance indicators can be found in the E3SG Review
on pages 38, 48, 52 and 64 and in our Reporting Cniteria document available on

our wehsite

Return on invested capital
(%) [7]

Energy consumption (GWh) E

| 650 |

Absolute Scope 1 and 2 market-based
CO. equivalent emissions {tonnes) \El

I 8.5%) 7 18,895

2z [ 7.7% | 2 [ 712 22 [ awor|  sarss]

n 16.5% | 7 875 | 7 14,270 | 173,302 )
Perfarmance | Performance O Scopel O Scope 2 market-based

Return on invested capital improved in
the year by 80bps to 18.5% driver by an
mcrease 1 adjusted operating profit that
maore than offset the increase 1n average
annual capital

We st a target to reduce our absolute energy
conswmption by 25% by 2030 versus a 2017
baseline We are pleased to report thatn
FY23 we exceeded this target with 2 27%
reduction compared to the basehne we will
now set a new target for cnergy reduction
moving forward

Our 2023 relative energy consumption 1s
51128 KWh/Lm net revenue

Total valic 1z total Scope 1 and Scope
2 market-based absolute CO,0 emiszions

Perfarmance

We have seen a 65% decrease 1n our total
Seope 1 and Scope 2 market based ermssions
from our 2017 baseline year. This has been
driven by our increased use of electneity
purchased from traceable renewable sources
Qur target 15 to be at Net Zero 1n our direct
operations by 2030 We have also set a Scope
3 target to be Net Zero by 2040

Total shareholder return E]

T
2020 207 2022 2003

— Imperial Brands total return

Performance

We have dehvered total shareholder returns
of 56% over the prior three-year period
Dclivery in line with our guidance supports
growing investor confidence in our
management team’s ability 1o implement
our strategy

DRIVING VAL g

N o OURBRO,,

SORTFOUE

SEReopmanc
Sasgg g Rk
AN CapametES

E KPIs used as bonus and LTIP performance
criteria for Executive Directars.
See Remuneration Beport on pages
i42 to 163 for more information

Waste (tonnes)

Lost time accident frequency rate

(per 200,000 hours)
23 | 3;,7a4] PR 0.30
2 [ 1,960 | 2 | 0.24 )
7o 49,41 | I 0.40]
Performance Performance

Our target is te reduce waste by 20% by 2030
We have exceeded this target with a 27%
reduction in waste compared to the 2017
basehne year We will set a new target for
waste reduction moving forward

We have seen a 25% Increase 1n odr lost time
accident rate compared to last year The
number of LTAs stayed the same as last year
while the number of hours worked has
reduced, leading to the 25% mmcrease in

LTA rate.

During FY23 we continued to increase the
use of leading indicators to better manage
rizk throughout cur operations

Ta montitor the progress of our cultural change programme, we conduct an annual
employee experience survey In FY23, our employee engagement score was 74%, the
samne level as the prior year and above the global benchmark Participation in the
survey was 91%. Additionally, we have developed an internal bespoke index with
which to monitor the outcome of our leadership talent development programmes.

1 Definitions for non-financial XPls can be found in the 0SG Review on pages 38 to 62 and 111 the Heporting
Crtena decurnent avallab.e on our www impenalbrandsplic com

2 2023 non-financial data has bern independently assured oy Ernst & Young LT P (FY) under the limited
assurance recpurernents of the [SAL 3000 standard FY's Assurance Opimon 13 avalable o1 our website
Out reperting scope and definitions are detaced in the Reporting Crtena docurnent punlished on our weasite
See www mpena.orandsple comysustamabihty for more informatian

3 Our 2023 envizonmental data folows the reporung penod Q4 financial year 2022 to 03 hinaneial year 2023
Thiz s to aliow for data colleetion, vahdation and external assurance Our reporting scope and deftmitions are
detarlad in the Reporting Criteria dorument puciashed on our website,

4. Our health and safety data 1s for the full 2023 inancia. year Our reporting soope and definutions are detared 1
the Reporting Critena docurnent pudiished on our wehsite

www imperialbrandsplec.com 3t



STAKEHOLDER ENCAGEMENT

Building and maintaining
trust with our stakeholders
underpins the success and
reputation of Imperial Brands.
Through stakeholder
collaboration we aim to
develop the Company,
minimise our environmental
impact, make a positive social
contribution and uphold high
standards of governance.

@ Further informaticn on how the

Board has considered stakeholders
when making key decisions is given
on the following pages and alsg in
the Governance Report ot pages 126
to128.

Qur strategy starts with our
consumers. Millions of adults
worldwide choose to enjoy our
tobacco and next generaticn
products. The better we
understand the preferences of
our consumers, the better we
are able to serve them. This
helps us grow our business,
and it helps us identify and
capitalise on opportunities as
a challenger business.

How the Board considers

this stakeholder

- The Board participated 1in a number
of consumer immerslon events over
the course of the year, iIn Germany
and Morocco These afforded Board
members the opportunity to get
closer to the consumer by hearing
directly from them about their
behaviours, likes and dislikes Board
members were also able to discuss
matters important to both
combustible and nicotine product
consumers, including the dynamic
between local and international
brands The Board also heard about
the different buying habits of
consumers and the impact of the
rising cost of hiving.

« Qur CEQ and CFQ also met separately
with consumers during the year.

- Atour of our Langenhagen factory
during the Board visit to Germany
provided Board members with further
wnsight and understandmng of the full
life-cycle of the products our
CONSUIMers enjoy.

How we engage with this stakeholder

+ Consumer roundtables and focus
groups are held to understand
consumers’ specific requirements
and preferences

+ Feedback from these focus groupsis
used 1n our decision-making for
investments in brand refreshes
and marketing

+ The Global Consumer Office, headed
by the Chief Consumer Officer, leads
consumer-listening initatives across
the Group

What matters to this stakeholder

+ Our focus groups informed us that
adult consumers want a choice of
brands and quality products at the
right price points,

+ Feedback has also shown us that
consumer preferences such as
cigarette pack formats, flavours and
filters, as well as the choice of
potentially less harmful NGP,
evolve gver time.
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+ Our focus groups have shown us
that listening to these needs and
responding (o them allows us to
remain relevant and underpins
consumer loyalty to brands.

How we maonitor the effectiveness of

our engagement

+ We held regular consumer focus
groups to assess the impact of our
brand refreshes and marketing
campalgns on consumers

+ We believe market share changes
across products, channels and
geographies reflect the effectiveness
of our engagement with consumers.

+ Regular data-led updates from the
Global Consumer Office provide the
Executive with evidence and an
opportunity to challenge
assumptions when making decisions
related to our product portfolio



This section of the Annual Report
provides insight into how stakeholder
engageiienl s taken info consideration
by the Board and the Executive
Leadership Team (ELT) in their
deciswn—makmg processes. [t goes cn
to describe how we monitor the
effectiveness of our engagement

@ The Board's decision-making process
is brought to life in our Section 172{1)

statement on pages 126 to 128 which
is incorporated into this Strategic
Report by reference and references
specific recent examples.

o~

COLLEAGUES

Our colleagues are Imperial’s
most important asset and are
critical to the success of the
business. It is essential we
create a supportive, safe and
rewarding work environment to
enable them to deliver our goals
and develop their careers.

We believe that a diverse and
engaged workforce is imperative
for business success.

How the Board considers

this stakeholder

« Collective responsibility for workforce
engagement has been embedded into
the Board's governance framework in
the remit of the People and
Governance Committee.

+ The Board held three "Meet the Board”
events with groups of colleaques
during the year. These events gave
the Board the opportunity to hear
colleagues’ perspectives as part of
our overall engagement strategy.
This engagement allows the Board to
incorporate colleagues' views 1nto its
decision rmaking

« The Board also engages with a broad
cross-section of employees by way of
dinners with teams, informal drinks
and site visits, inchuding a tour of our
Langenhagen factory during the
Board visit to Germany.

Image
rermoved

+ The Board receives regular feedback
from our employees through updates
at the People and Governance
Committee. These include the results
of our ernployee experience ("Have
Your Say"} surveys, which prove
invaluable in helping to understand
what works well and what we may
need to change, as well as pulse
surveys, which gather the views of
colleagues on particular topics, for
example the progress of our
‘Connections” workshops and the
work of our employee resource
groups (ERGs)

How we engage with this stakeholder
+ "Connections’, our purpose, vision and
behaviours programme, continued,

ensuring all new and existing
colleagues experience training 1o
enhance their understanding of these
hehaviours, and what they mean for
thern in their role

+ We continued to hold CEO and
leadership town hall meetings,
in person and virtually, providing
opportunities for colleagues toc give
feedback direcily to the ELT.

+ Feedback from our four ERGs,
focusing on gender, ethnicity,
LGBTO+ and disability, has helped us
to understand how better to co-create
strategles and policies for including
under-represented groups

+ We use varlous channels including
our intranet and IB News to ensure
regular internal communication
with colleagues.

What matters to this stakeholder

+ Qur colleagues want to see continued
progress on equality and diversity
and to feel iIncluded. They want to see
that issues of authenticity and
inclusion around gender, ethnicity,
LGBTQ+ and disability are taken
seriously throughout the Company.

+ They want to see that responsibilty
and accountability are underpinned
by a fair assessment of contribution

+ Colleagues want to see senior
management lead the new
behaviours by example to create an
envircnment where innovative
approaches are encouraged and we
learn from our failures

- Health, safety and wellbeing continue
to be a pricrity in the workpiace (see
pages 64 (o 06)

How we maonitor the effectiveness of

our engagement

+ We review the results of our annual
workforce engagement ‘Have Your
Say' survey.

+ We review the results of our interim
pulse surveys.

» The ESG Committee, chaired by the
CEQ, receives feedback from the
ERGs. In addition, as each ERG 15
sponsored by @ member of the ELT
and co-chaired by members of senior
management, feedback from
colleagues on how the Company is
progressing 1n relation to inclusivity
concerns 1s given to the ELT via
these sponsors.

Feedback 1s obtained during the
Board listening sessions

+ We collate feedback from exit
interviews to find cut why employees
choose to leave us,
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STAKEHOLDER ENGAGEMENT continued

ll\

CUSTOMERS

Where it is difficult to engage
directly with consumers,
engaging with retailers provides
useful insights into our
consumers’ behaviour and
preferences. This helps us grow
our business, even where there
are regulatory headwinds, and
identify opportunities to he a
successful challenger. We work
closely with distributors,
wholesalers and retailers to
ernsure our products are
available to adult consumers in a
diverse range of outlets. These
stakeholders play a crucial role
in our business model.

How we engage with this stakeholder

Our market cluster leadership teams
engage with our customers to
understand how toimprove the
effectiveness of their sales forces

+ We work closely with our distributors

to understand how we can best
manage our relationships, and have a
dedicated tearn te support distributor
sales and build best practice in
distributor management across

the Company

We uge key account management
practices to engage with our largest
customers to better understand

their needs and to create strong
commercial partnerships to help our
businesses create value together

What matters to this stakeholder

How the Board considers

this stakeholder

+ The Board has participated in store
visits i1 Germany and Morocco over
the course of the year. These visits
provide the opportunity 1o talk
directly to retailers.

= Our CEO meets with customers
regularly throughout the year.

A diverse portfolic of quality products
that appeal to consumers.

Consistent communication on the
launch pipeline and investment
behind relevant brands in their region.
Ease of ordering and a strong supply
chain to maintain high levels of
on-shelf availability

Support to protect against ilicit trade
and underage sales.

+ Support and guidance through
industry changes, e.g initiatives to
help customers manage thelr
business through regulatory change
such as display bans or
plain packaging.

= Trade programmes that reward
customer business growth

How we monitor the effectiveness of

our engagement

- We monitor our performance relative
to other FMCG companies through
the Advantage Survey and other
benchmarking surveys. Feedback
from these surveys 1s reviewed and
taken into account in our engagernent
plans and in setting prionties.

+ We hold management roundtable
events with regional customers to
hear first-hand how Imperial 15
performing relative to peers

+ A quarterly pulse report provides
performance feedback which is used
to highlight areas for improvement

+ We have KPls to monitor progress
agamnst operational initiaf)ves.

Approaches to the regulation of
tobacco and nicotine vary

significantly across geographies. .
We support reasonable regulation
of tobacco and nicotine products
and look to have constructive
engagement with policy makers
and regulators. .

How the Board considers

this stakeholder

-+ Qur corporate strategy includes a
commitment to bullding an NGP
portfolio of potentially reduced
harm products,

« The Board approves cur Modern
Slavery Staternent annually
Regular updates on regulatory
matters are provided to the Beard

+ Qur Chief Legal & Corporate Affairs
Officet presents to the Board
regularly on the Group's key

GOVERNMENTS AND REGLILATORS

regulatory nsks and our corpoerate
affairs strategy to manage these risks
Management provides updates to the
Board as part of the reqional business
reviews, including, where relevant, any
updates on the regulatory landscape

How we engage with this stakeholder

While the Board welcomes
constructive engagement with
regulators, management is primarily
responsible for understanding and
ensuring comphance with apphcable
laws and regulations

We monitor changing regulations in
our markets and assess the impact on
our existing portfolio and iInnovations
We assess regulatory impact on
product design and marketing support
around brand launches.

* This monttoring allows the Board

to take relevant legislation and
regulation 1nto account when making
1ts decisions
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What matters to this stakeholder
+ Tobacco excise revenues and public
health spending on smoking-related
health 1ssues.

- Assessment of reduced harm
from NGP

+ Comphance with local laws
and regulations.

- Conhdence that our business is
operating legally and responsibly 1n
each government or regulator's region

= Collaboration with law enforcerment
agencies countering llicit trade and
preventing youth access to tobacco
and nicotine products

How we monitor the effectiveness of

our engagement

« We monitor the approval of
the listing of our products in
varlous markets

+ We review proposed new regulation
and the Company's ability to be
involved 1n the development of
reasonable and rational reguiation

+ We monitor feedback from regulators



INVESTORS

Our investors provide capital to
the business and monitor
management’s allocation of that
capital within the business.

How the Board considers

th

is stakeholder

Qur CEQ, CFQO and Chair have regular
meetings with our major mvestors to
update them on our performance,
hear their views directly and consult
with them.

The Board receives a report at every
meeting cn investor engagement, as
well as a feedback report following
all investor events.

Investor perception 13 assessed

on an ongoing basis through
feedback on meetings, events and
conference presentations

Our AGM provides an opportunity for
the Board to meet with investors.
Sue Clark, Chair of our Remuneration
Committee, engaged with investors
n July 2023 and subsequently about
cur new Remuneration Policy, which
1s to be approved at our forthcorming
AGM. Further details of the Policy
can be found in the Directors'
Remuneration Repert on pages

142 to 163

How we engage with this stakehalder

+ Our Annual and [ntenim results
presentations inform investors how
the husiness 1s performing

+ We maintain a programime of active
dialogue with our key financial
stakeholders, including institutional
sharehclders, potential investors,
holders of our bonds and sell-side
research analysts.

+ Qur CEQ, CFO and senior
management present at various
conferences throughout the year,
including the Consumer Analyst
Group of New York (CAGNY)
Conference in February 2023

+ Qur CEQ led our "Start with the
Consumer” capital markets event in
New York in June 2023, showcasing
how we have built our consumer-
facing capabilities and how they are
supporting our operational and
strategic delivery

What matters to this stakeholder
Confidence 1n the Board that it has
appropnate oversight of the
management team,

» Trust in the management team
to have a strategy and operational
plan to optimise value creation and
ensure the long-term sustainability
of returns, and to deliver on
that strategy

+ The setting of realistic expectations
combined with transparent reporting
of performance against KPIs, both
financial and non-financial,
including ESG metrics

+ Disciplined capital allocation

How we monitor the effectiveness of

our engagement

« Cur CEO, CFO and Chair engage
with investors to gather feedhack
on how we are performing against
our strateqy.

+ Topics discussed during the year
included development of cur NGP
business, sustainability of the
tobacco value model, capital
allocation considerations and ESG

+ The Board receives an investor
relations update at every Board
meeting, which sets out the
latest investor views, share
register movements and recent
market developrnents,

+ Investor perception is assessed on an
ongoing basis through feedback on
meetings, our events and our
conference presentations When
appropriate, this feedback 1s shared
with the Board in the [R Board Report.

Image
removed

www.imperialbrandsple.com 35



STAKEHOLDER ENGAGEMENT continued

SUPPLIERS

We maintain strong
relationships with our tobacco,
non-tobacco materials (NTM)
and NGP suppliers to heip
ensure sustainable supply and
business continuity, ensuring
fair contract and payment
terms. We are conscious of the
key dependencies in our supplier
relationships, especially those
partners we are relying on to
support delivery against our
strategic objectives. We are
waorking to increase the
resilience of these relationships,
including by building out our
business continuity capability at
Group level, and deepening our
understanding of critical
dependencies.

Working in partnership with our
suppliers ensures we have the
right resources in place to
respond with agility to global
challenges, and supports

our growth.

How the Board considers

this stakeholder

« The Board approves our Modern
Slavery Statement annually.

« Suppliers within our supply chain are
included as part of the Board's ESG
considerations

+ Factory and site visits help the Board
understand the complexities of our
global supply chain.

How we engage with this stakeholder

« Qur Supplier Qualification
Programmme 1S @ SCreening process
for all new NTM and NGP suppiliers,
requiring completion of a self-
assessment on business conduct,
environmental management,
and labour practices such as
discrimination, chiid and forced
labour, freedom of association,
remuneration, working hours, and
health and safety

+ All our leaf suppliers are expected to
participate 1n the Sustainable
Tobacco Programme (STF)

+ Through our Leaf Partnership
Projects we support communities 11
tobacco-growing countries identified
as having the most need

+ Our Supplier Code of Gonduct helps
ensure we engage suppliers that offer
resilience in our supply chain and
security in our technology platforms
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What matters to this stakeholder

+ Our support with Leaf Partnership
Projects focusing on having an
impact on important issues in the
countries from which we scurce our
tehaceo, including Malawi,
Mazambique, Indenesia, India, the
Philippines, Dominican Republic,
Honduras and Turkey.

+ We get and atnde by fair contract and
payment terms.

How we monitor the effectiveness of

our engagement

- We operate a vendor rating system
for our key NTM suppliers, and carry
cut annual business reviews

+ The STP supports the sustainable
supply of quality tohacce leaf. Ttis a
framework to improve labour
standards, raise standards of living
and address envircnmental
challenges by sharing good
agricultural practices.

+ The annual STP asgessment is part of

our formal supplier relationship

management It forms part of the

suppliers’ ratings that we determine

along with quahty, cost and value,

We carry out online engagement and

performance reviews.



NON-FINANCIAL AND SUSTAINABILITY INFORMATION STATEMENT

NON-FINANCIAL AND

SUSTAINABILITY
INFORMATION
STATEMENT

Reporting
requirement

Pohcies

The following table constitutes our
Non-T'inancial and Sustainability
Information Statement in compliance with
Sections 414CA and 414CB of the Companies
Act 2006. The information listed is

incorporated by cross-reference. Additional

Non-Financial Information is also available

on our website.

Further infarmation

Page

Envirocnmental - Environmental Policy Environmental targets 31, 48,52, 61, 75, 78, 80
matterg* . Fi i
§ Filter Policy International management 49,70 to 61
+ Sustainable Tobacco Programme systems
+ Biodiversity Staterent Climate and energy 31, 48 to 51,70 to 81
Reducing waste 52 to 54
Sustainable tobacco supply 55 to 61
Employees* Code of Conduct Diverse and engaged workforce 67to 69
* Group-wide Employment Policy workplace health and safety 31,64 to 66
- Fatmess at Work Palicy .
. . Internaticnal management 54, 68
Speaking Up Policy
systems
Occupational Health, Safety and .
Environmental Policy and framework  Lost ime accident {LTA} rate 3l
Respect for Human Rights Policy Diverse and engaged workforce  67to 69
human ri *
n rights Code of Conduct workplace health and safety 3164 t0 66
Supplier Code of Conduct
62 to 63
+ Health Protection and Human nghts
Wellbeing Policy International management 63
+ Falmness at Work Policy systems
Speaking Up policy
Social matters* + International Marketing Standards Human rights 621063
Policy on taxation Youth access prevention 47
Community Contributions and iivelih ” 55 10 58
Volunteerimg Policy Farmer livelihoods and welfare
+ Information Security Policy Charitable and political donations 164
- Code of Conduct 106

Anti-corruption
and anti-bribery*

+ Fraud Risk Management Policy

Speaking Up Folicy
Supplier Code of Conduct

How we manage risk

Governance, risk management
and internal control

100 to 111, 140

Description of
principal risks and
impact of
business activity

Principal nisks and uncertainties

Governance, risk management
and internal control

102 to 109

100 to 111, 140

Description of the Business model - 141015
business model Our Distinct Approach
Non-financial key Key perfcrmance indicators 30to 31
performance
indicators Sustainability ‘

performance indicators 40, 50, 51, 54
Climate-related TCFD Report 70

Financial Disclosures

* burther information on our po.ctes, due diligence and cutcomes 11 these areas 1s contained throughout the Strategic Report

www.imperialbrandsplc.com
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ESG REVIEW
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N

—

Purpose: Forging a path to a
healthier future for moments of
relaxation and pleasure.

Vision: To build a strong
challenger business powered by
responsibility, focus and choice

OUR ESG HIGHLIGHTS

Reduced our Scope 1 and
Scope 2 market-based
emissions by

65%

since 2017

Reduced absolute waste across
our operations by

27%

since 2017

Scored

92%

on 2022 ShareAction Workforce

Disclosure Initiative

Q(?‘o

Image
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We are now into the third
year of our five-year strategy
to transform Imperial into

a business better able to
deliver sustainable growth
year in, year out.

Qur commitment to environmerital,
social and governance (ESG} 1ssues is
integral to our business strategy and
underpins our purpose and vision.
Our purpose expresses our ambition to
build a "healthier future”, and this
applies not only to our consurners but
also to our communities and planet
Our vision states that our pursuit of
commercial success will be "powered
by responsibility”.

Double materiality assessment

In 2023 we continued to build on the
strong foundations of cur ESG strategy
established 1n 2022 Following on

from the materiality assessment we
conducted in 2021 where we considered
the views of consumers, customers,
employees, investors and shareholders
to establish our prionity ESG issues, In
2023 we conducted our first double
materiality assessment

Double maternality identifies both how
a company’s operations impact people
and the environment and how
sustainahility matters impact the
company itself We used an Artificial
Intelligence tool through an external
provider, Datamaran, to process
thousands of data points from
corporate reports, mandatory and
voluntary regulatiens, and online news

a8 Imperial Brands | Annual Report and Accounts 2023

Tony Dunnage
Clobal ESG Director

This allowed us to define which 1ssues
were most material 1o our business

[n addition to desk research and
interviews, using an cbhyecthve and
consistent methodology on large
amounts of information makes the
data-driven insights fully traceable and
better suited for auditing purposes,
including reascnable assurance

Results from the double materiality
assessment show that consumer health
remains as our top priority as we
confinue to strengthen our next
generation products (NGP) to make a
more meaningful contributicn to harm
reduction by offering adult smokers a
range of potentially less harmful
products, The assessment confirmed
our eight focus areas, as detailed on
page 40, remain priorities, We will
check the validity of our matenal ESG
priorities on an annual basis

ESG REPORTING FRAMEWORK

Our Reporting Criteria document
provides further information on
ESG-related KPls

We report ESG-related information in
accordance with the core options of the
Glohal Reperting lnitiative (GRI)
Standards and against the Sustainable
Accounting Standards Board (SASB)
‘ramework for tobacco. Details can be
found 1n our 2023 GRL and SASB Index

To note Logista remains cut of scope
for all Impenal ESG-related KPIs

However, the steps Logista is taking
to address climate change impacts on
its business are detailed in our TCFD
disclosures oh page 70.



We have grouped our most material
ESG 1ssues into three broad categones
Healthier Futures, Positive Contribution
to Society, and Safe & Inclusive
Workplace. Each of our eight focus
areas is also aligned to at least one of
the United Nations' Sustamnable
Development Goals (UN SDGs) and
more detail is provided under each

ESG 15508

Governance continues to be a key focus
and 1n FY23 we have built upon the ESG
Governance framework introduced in
FY22 More detail 15 provided on page
4] Executive Leadership Team (ELT)
sponsors have been appointed for each
of our eight ESG priorities, to be
accountable for performance, challenge
strategy developrnent, and drive
integration and visibility from the

top down.

Internally, we refer to ESG as our
“People and Planet” agenda. To further
embed our ESG strategy across the
business and to inspire employee
engagement we developed cur Triple
Zero campaign. Triple Zero refers to our
aspirations and targets for zero injury,
zero carben and zero waste. Through
this ambitious message, we aim to
harness employee engagement and
deepen their understanding of the
required collective effort to achieve
these ambitions.

In F¥23 we held Triple Zero events i the
US and Turkey, bringing together factory
managers, regional directors and subject
matter experts from across our
operations 1o ensure we adopt a
consistent appreach across the business
to meet our targets, as well as develop
plans in support of our aspirations. The
progress in both employee
understanding and likely actions will be
measured through our annual employee
EXPEIENCE SUIvey

OUR JOURNEY TO DATE

1

ESG: People and Planet
Performance Summary 2023

and Planet agenda is available on our
website in our 2023 ESG: People and
Planet Performance Summary.

@ Further information on our Peopie

As part of our approach to continually
improve our ESG performance we take
a data-led approach Sources include
our online non-financial reporting
system, which compites menthly
information on energy consumption,
water usage, as well as safety data This
is to drive more robust performance
and transparency in our ESG reporting

In 2023 we have integrated ESG
metrics for consumer health and
climate into our FY23 executive
remuneration. In F¥24 ESG metrics
will continue to be part of executive

remuneration. See pages 142-163 for
more information.

We keep abreast of developing and new
ESG-related regulations. The Corporate
Sustainability Reporting Directive
(CSRD) was formally adopted by the EU
in Novernber 2022 To meet the
requirements of the CSRD, the European
Financial Reporting Advisery Group
(EFRAG) has develcped the European
Sustainability Reporting Standards
(ESRS). Earlier this year we asked a third
party to conduct a gap analysis of our
current ESG reporting against the
requirernents of the CSRD. The aim was
to identify the areas we need to focus on
to ensure we comply with the reporting
requirements which will come into force
in 2025 for companes and entities 1n
scope The CSRD drives in-scope
companies to bring nen-financial

reporting on par with financial reporting,

with assurance of non-financial data
becoming mandatory.

In FY24 we will establish a CSRD
working group to ensure we remain
on track to disclose in line with

the requirements.

"As we enter the third year of our
ESG ambition, we remain very
encouraged by the progress
made to date and we are
determined to maintain this level
of performance. We believe the
governance structure we have
put in place, coupled with our
employee engagement efforts,
positions us in good stead to
continue to remain on track to
deliver against our ambitions."

Tony Dunnage

NET ZERO SYMPOSIUM

Lukas Paravicini, Chief Financial
Officer, 1s the ELT sponsor of the
climate change pillar of cur

ESG strategy.

0On 22 March 2023 we held a Net
Zero Symposium in our London
hub The event, opened by Lucas
discussed how collective
responsibility, partnerships and
action will lead to the impact
necessary o keepus on track to
deliver our Net Zerc ambition We
brought together topic experts and
practiticners from across our Global
Supply Chain, Procurement,
Finance, Corporate and Legal
Affairs as well as valued partners
from insurers, advisers, and leaf
suppliers to review the progress and
to debate how we could go further,
faster, building upon the positive

k progress we have made todate

/

2021 2022 Sept 2023 Looking forward into FY24

+ New business + ESG Board and executive Internal "People ESG prionities + Continuous monitoring
strategy launched governance agreed and Planet” integrated intc by the working groups

- Purpose, vision and « New ESG agenda launched executive and ESG Committee
behaviours unveliled strategy developed remuneraton + (Continuous sponsorship

« ESGC materiality + ESG strategy signed off by metrics (introduced and engagement across
study completed £SG Committee and Board | for FY23) the organisation

www.imperialbrandsplc.com 39



ESG REVIEW continued

HEALTHIER FUTURES
Packaging and waste
We are commtted to
minimising waste associated
with our products, packaging
and production processes

Climate change

We are committed to
reducing our impact on the
climate throughout aur value
chamn Focusing on both
mitlgation and adaptation.

Consumer health

We are committed to
strengthening our next
generation products (NGP} and
making a more meaningful
centribution to harm reduction by
offering adult smokers a range of
potentially less harmful products.

<l

Reduced absolute
waste across our
operations by

27%

since 2017

Reduced our Scope 1
and Scope 2 market-
based emissions by

65%

since 2017

NGP net revenue has
increased by

41%

between FY21 and FY23

POSITIVE CONTRIBUTION TO SOCIETY
“1

2

Sustainable & responsible sourcing

We are committed to sourcing products and
services 1n a compliant, sustanable and socially
consclous manner. We will work with our suppliers
1o ensure continuous lmprovernents.

Farmer livelihoods & welfare
© We are commutted to engaging with our suppliers
to support and develop farming communities and
promote sustainable agnculture.

We have been recognised by CDP as
a supplier engagement leader

for a 4" consecutive year

155,000

people in our leaf supply chain benefiting from our
Leaf Partnership Projects aimed at improving access
to clean water

SAFE & INCLUSIVE WORKPLACE

\Z %]

—

Human rights
We are committed to ralsing

Diversity, equity & inclusion
We are committed to creating

Employee health,
safety & wellbeing

7

We are committed to achieving
world-class occupational
health, safety and wellbeing
for all our employees

a truly diverse and inclusive
organisation renowned for
celebrating difference,
enabling our people 1o feel that

awareness and improving
processes 10 our supply chains,
recognising the importance,
influence and role we have in

they belong and be their
authentic selves We will
respect, recognise and value
the diversity of our consumers
and reflect the communities in
which we operate.

promoting and protecting
human nights.

All factaries report against

21

modern slavery leading
indicators monthly

Scored

92%
on 2022 ShareAction

Workforce
Disclosure Initiative

Reduced lost time
accidents by

44%

since 2019

(absolute numbers)

!
i Logo

removed
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Our ESG strategy remains aligned
with the United Nations
Sustainable Development Goals
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POWERED BY
RESPONSIBILITY

‘Imperial’s ESG strategy
is underpinned by
strong corporate and
regulatory governance”.

Emily Carey,
Company Secretary

To ensure the Board has full oversight
of all relevant ESG issues, we have
established a cross-functional ESG
Committee, chaired by the CEQ of
Imperial Brands. The Committee meets
atleast three times per year Permanent
members of the Committee include all
the Executive Leadership Team (ELT),
making it an executive comruttee. The
purpose of the ESG Committee 1s to
provide oversight, advice and direction
on the implementaticn of our People
and Planet agenda and the Company's
progress on 1ts ESG commitments and
objectives, as well as ensuring adequate
resources to deliver these Senior
managers representing functions
including Invester Relations, Group

We are commmitted to
conducting our operations
responsibly and respecting
our people, our communities
and our planet.

Our ESG respensibilities are fulfilled
through a robust governance
framework, upholding high standards
of corporate governance, transparency
and ethics. We continuously review
and 1mprove our risk management
processes and disclosure practices to
ensure we meet evolving standards
and practices.

lmage
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Andrew Gilchrist
at the Board
immersion session.

Legal, Governance, Corporate Affairs,
Supply Chain and Procurement,
Commurnications, Group Science and
ESG attend meetings as reguired.

Our comprehensive governance
structure enables appropriate levels of
focus, cross-collaboration, rnisk
management and escalation pathways
covering every ESG area of focus.

The Board will review our ESG
performance on a quarterly basis. The
ESG Committee reports to the Board for
ESG-related opportunities, and potential
material ESG-related risks are reported
to the Group Risk Committee.

ESG Governance structure

Board of Directors

Opportunity I I
Risk
ESG Committee «— w| Group Risk Committee
[ 1
Environmental Sacial Strategy Group ESG Other relevant
Strategy Group Group Function Functions

t I t f

Operational Working Groups

The Board of Directors was updated
on ESG-related matters throughout
the year.

www .imperialbrandspic com 1



ESG REVIEW continued

The cioss-functional Environmental
and Sacial Strategy Groups report to the
ESG Commuttee and are 1n turn fed into
by a range of ESG topic-specific
operational working groups which are
noted in each of the ESG focus areas
This activity 1s facilitated by the ESG
team This strengthened governance
approach enables cross-functional
collaboration and avoids duplication

of efforts.

Achieving our ESG targets requires a
strong commitment from the top of our
organisation. ELT sponsors have been
appointed for each of our eight ESG
priorities, to be accountable for
performance, challenge strategy
development, and dnive integration and
visibility from the top down This1s
intended to Inspire engagement
throughout the business We believe
this executive level sponsorship puts us
i a stronger position to deliver against
our goals Qur executive sponsors will
work with management teams to
integrate our ESG targets into our
business strategy, rnonitor progress
regularly, report transparently, and lead
by example Their commitment and
role-modelling will foster a culture

of respansibility throughout

the organisation

Further information on our appreach
to risk and opportumity management
is available on pages 100-111.

Our CEO, Stefan
and independent
Board Director,
Diane during a store
visit in Germany.

We have a broad range of pelicies to
support our approach to rnsk
management and good governance
Our key policies relating to each of our
elght ESG focus areas are listed under
the ESG topic area Our Code of
Conduct, translated mnta 27 languages,
is embedded throughout lmperial
Brands and enables cur responsible
approach. It is aligned with the policies,
mternal controls and risk management
processes that underpin our strategy.
The Code of Conduct sets out the
responsible behaviours we expect from
employees 1n their dealings with
colleagues, custorners, Consumers,
suppliers, agents, iIntermediarles,
advisers, governments and competitors.
All employees and business partners
are expected to act with integrity and in
accordance with the standards of
behaviour set out in the Code We
expect gur supplers to conduct their
husiness in an ethical and responsible
manner and to comply with all
applicable laws and regulations.

Our Supplier Code of Conduct, refreshed
in 2023 sets out the behaviours we
expect our suppliers to demonstrate
The Supplier Code of Conduct 1s
ermbedded into cur Procurement Folicy
and processes, which govern how we
select and cortract with our suppliers
Our refreshed Supplier Code of Conduct
will be made available in a wide vanety
of languages

}

Fot further information on our policies,
visit www.imperialbrandsplc.com/

healthier-futures/governance/policies
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Governance education training

for employees

Mandatory governance education
modules on a variety of topics are rolled
out to employees with online access,
based on role and location. For
employees who do not have access to
our online systems, we work with
markets to provide accessible local-
language versicns of courses for
face-to-face training All employees
who are assigned courses are required
to complete these modules. One of our
key e-learrung courses is on our Code
of Conduct.

Part 1 of this course introduces our
Code of Conduct, reviews our Cornpany
values, explains why we have a Code
and emphasises how we all havea
responsibility to follow the Code

Part 2 of the Code of Conduct course
explains the responsibilities each of us
has, regardless of our role, seniority or
location, to act in ways that promote a
culture of mutual trust and respect

We also have an e-learning course

on modern slavery, now available in
15 languages This course provides
ashort everview of modern slavery
and explains how employees can
ralse CoNCerns



Speaking Up

Our Speaking Up platform 1s available
both to our employees and to other
stakeholders, including suppliers and
farmers. The platform offers a wide
range of reporting routes and supports
anonymous reporting and feedback.

The Speaking Up Policy is made
available both internally and on the
Group website. Issues ralsed included
allegations of mistreatment of
employees, claims of unfair treatment
or wrongful termination and claims
relating to pay and employment
conditions Where grievances were
determined to have merit (in part or
whole), appropriate corrective actions
were implemented. None of these
claims were determined to be systemic

INVESTOR BENCHMARKS

QOur ESG management and performance
is evaluated by a wide range of external
rating agencies.

We believe 1t 1s umiportant for rating
agencies to work together with
companies, investors and other
stakeholders to improve consistency
and transparency in producing robust
ESG data and ratings

Logo
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In 1ts August 2023 updated report,
Sustainalytics states that. Imperial 1s at
high risk of experiencing material
financial impacts from ESG factors,
has medium exposure and strong
management of material ESG 1ssues.
The company is noted for 1ts strong
corporate governance performance,
which 1s reducing ts overall nsk.
[mperial's overall ESG Risk exposure 1s
medium and 1s moderately above
subindustry average

Allegations were also received of
misuse and/or theft of Company
property. These claims were niot
matenal in value and were determined
to be unfounded.

Reports made through cur Speaking Up
platform were determined to be
without merit. A number of alleged
frauds were also investigated through
the Group's fraud reperting process
Some of these allegations were found
to be valid 1n whole or part None were
of matenal value.

All reports made to our Speaking Up
platform were investigated by
appropriate senior management,
including from our People and Culture
teams, Group Finance, Group Security,
and Group Legal At all times, protection
of the individual making the report was
a key consideration.

Logo
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We are pleased to note that M3CI has
upgraded our rating from an 'A' o an
‘AN Tts latest report dated August 2023
states: "Imperial Brands continues to
lead global peers on corperate
governance practices. The company
has responsible marketing policies and
enforcement mechanisms such as
regular audits and employee training
However, like industry peers, the
company continues to face scrutiny
over 1ts supply chain labour practices”

Logo
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Moady's Analytics gave us an overall
ESG score of 42/100 and a Company
Reporting Rate of 82% in their last
update in October 2021

Logo
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We are proud to have been recognised
for a third consecutive year as a
Climate Leader by the Financial Times
1n 1ts ranking of actions taken by
European businesses

INDEPENDENT ASSURANCE

We appointed Ernst & Young LLP o
provide limited independent assurance
over selected ESG content within the
Annual Report for the period ended
30 September 2023. The assurance
engagement was planned and
performed in accordance with the
[nternational Standard for Assurance
Engagements (ISAE) 3000 Revised,
Assurance Engagemments Other Than
Audits or Reviews of Historical
Financlal Informatior.

These procedures were designed to
conclude on the accuracy and
completeness of selected ESG
indicators, which are indicated in the
report withan A

Anunqualified opinion was issued and
is available on our website along with
further details of the scope, respective
responsibilities, werk performed,
limitations and conclusions

Logo
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In 2022, CDP awarded us an A rating for our
Climate Change submission for a fourth
consecutive year We await the results of
our 2023 submissions tc CDP for Climate,
Water and Forests. We continue to
participate in the CDP Sugply Chain
Programme, which gathers information
from our key suppliers on how they are
managing their climate nsks and
opportunihes We were pleased tobe
recogmsed as a Supplier Engagement
Leader by CDP in 2022 for a fourth
consecutive year.

Logo
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We have also participated 1n the investor-
backed Workforce Disclosure Initiative
{WDI) since 2019. This benchmark is
currently based on a disclosure score, and
performance scores have not heen
allocated We received a 92% disclosure
score for our 2022 submission and have
submitted our 2023 disclesures to the WDL

www .imperialbrandsplec.com 43



ESG REVIEW continued

HEALTHIER FUTURES

CONSUMER

HEALTH

NGP net
revenue has
increased by

41%

hetween FY21
and FY23

We are committed to strengthening our next generation
products (NGP) to make a more meaningful contribution
to harm reduction, by offering adult smokers a range of

potentially less harmful products.

Image |
removed
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Governance

+ Consumer Health
Working Group

« Product Stewardship and
Health Group (PSHG)

Key Policies
+ International
Marketing Standards

« NGP Policy Positions

ELT sponsor

+ Andy Dasgupta,
Chief Consumer Officer

+ Searn Roberts, Chief Legal and
Corporate Affairs Officer

y,

-

\ ~
Behaviours Link to SDGs
SDG 3 We are
committed to tobacco
Logo Logo harm reduction
removed removed
N J )
/-—-.—7
| OUR PLAN
2023 2024

« Consumer Health Werking Group created.

« Three mnnovation hubs in Liverpool,

Hamburg and Shenzhen

- Acquisition of range of US oral nicotine

i
]
| e

pauches from TJP Labs
Launch of blu bar, our disposable vape

+ New NGP innovations planned
across multiple markets.

Imperial Brands | Annual Report and Accounts 2023



As aresponsible manufacturer, we
understand and maintain a detailed
knowledge of our preducts and moenitor
the relevant scientific developments
and literature relating to our products
and respond accordingly The Product
Stewardship and Health Group (the
PSHG) 1s responsible for formally
advising the Board, via the Chief
Executive, on all consumer
safeguarding issues

To aversee a more holistic approach to
consumer health, in FY23 we set up the
Consumer Health Working Group which
brings together internal stakehclders
from across the business including the
ESG team, Group Science & Regulatory
Affairs, Investor Relations, Group
Communications, Corporate and Legal
Affalrs, Product [nnovation and the
Global Cansumer Office This group is
responsihle for overseeing the actionsg
taken and the progress made related to
consumer health

Making a positive impact on
consumer health through our NGP
continues to be a priority.

Globally, more than a billion adults still
smoke. Along with others in our
industry, we acknowledge society's
concema about the health risks of
smoking, and we have a duty to help to
potentially improve public health by
reducing smcking-related harm. This
amhition aligns with SDG 3 4 which
aims to "reduce mortality from
non-communicable diseases and
promote mental health”.
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A consumer-centric, challenger
approach to next generation products
{NGP) supports lmperial's specific
contribution to this broader industry-
wide commitment to reduce potential
harms. As the smallest of the
international businesses, we are
humble about what we can achieve on
our own. But, by engaging with our
consumers, innovating fast and
working with business partners, we
believe we can drive responsible
competition and help accelerate the
transition ¢ potentially reduced-
harm products

NGP have the potential to make

a significant contribution to

harm reduction.

Both our own — and independent -
scientific evidence suggests all nicotine
products which do not involve the
burning of tohacco are potentially less
harmful to consumers, compared to
continuing to smoke cigarettes.

While public health bodies have
concluded that nicotine is addictive,
they alsc agree that it is the smoke
created by the burning of tobacco leaf
that contains most. and 1n the highest
levels, of the 100-plus harmful
chemicals responsible for smoking-
related disease Advances in science
and technology enable our NGP to
deliver nicotine to consumers without
the need to burn tobacco

To aid understanding of the harm
reduction potential of each NGP relative
to cigarettes, we have developed an
illustrative representation of the
current scientific evidence — the
relative risk scale illustrated above,

Imperial has accelerated
innovation in potentially
harm-reduced products.

Since the launch of our current Group
strategy 1n January 2021, we have been
investing in consumer nsights,
innovation capabilities and third-party
partnerships to accelerate our NGP
operations. This way of working is most
clearly seen 1n our new nnovation
centres Qur Sense Hubs in Liverpeol
and Hamburg, opened 1n 2023, bring
together consumers, our own praduct
developers and third-party partners

i1l & single collaborative space Qur
Shenzhen site enables us to get closer
to our supply chain partners

These focused investments have led toa
step change in the pace of development of
new preducts across multiple categories
—all designed to appeal to existing adult
smoker and nicotine consumers.

Pulze 2.0, our latest heated tobacco
innovation, 1s now available in
seven markets.

+ blu 20, the evolution of our myblu
pod-based vape, is avallable in
nine markets.

* blubar, our new disposable vape, is
already established in 11 markets.

+ Three new vanants of Zone X, our
tobacco-free oral nicotine pouches, in
select established European markets

In the US we are poised to launch a new
range of oral nicotine products following
the acquisition of TJP Labs'range of US

nicotine pouches in June 2023.

Our NGP net revenue has
increased by 41% between
FY21 and FY23%*

* FY23 NCP net revenue was £265miilion and has
been independently assuted by Einst & ¥Young 11 P
{£¥) under the 1mited assurance requirements of
the ISAE 3000 standard FY's Assurance Opinion
15 avarable on our website
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ESG REVIEW continued

Supporting consumer choice -
consumer behaviour is becaming
more diverse.

The tobacco industry has made
significant progress in tobaceco harm
reduction. However, even in Europe, the
region where NGP has made most
progress, cigarettes still represent 91%
of the total market.

Analysing the global and regional
figures, we are seeing growing diversity
In consumer behaviour market by
market. For instance, in three examples
of neighbouring couritries in Europe.
France is a significant vaping market,
while Italy is the largest heated tobacco
market in Europe and 1n Austna cral
nicotine 1s the dominant NGP category

Furthermore, we are seeing sirnilar
diversity of censumer behaviour when
we analyse nicotine use by individual
occagions — or ‘moments.” Over the
past two years, Impenal has conducied
a major piece of consumer research,
using an approach called "demand
spaces”. This method breaks down the
lives of our consumers mnio individual
moments when they enjoy our
products for instance, in the morning
or evening, in the home or cut and
about; and alone or with friends.

THE HARM REDUCTION EQUATION

We interviewed ¢.8,600 consumers
across eight countries, collecting
ir-depth information on ¢ 15,800
different consumption occasions Qur
research highlighted how, moment by
moment, there are wide variations in
how consumers behave

We learned that, In some markets, NGP
are already the dominant category for
certain moments or occasions — the
mornents, for example, when people
meet with friends outside the home
Equally, however, we learned thal there
are certain moments - which account
for a high proportion of nicotine
consumption -~ where NGP have made
few inroads These are typically
moments when people are on thelr own
at home, for example taking a break
hetween tasks

These trends suggest that there will be
no one-size-fits-all solution 1n tobacco
harm reduction — and there 1s raom for
a wide range of businesses, including
imperial, to carve out distinctive roles
catering for specific consumer needs.
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Substantiation of reduced risk - our
innovation is underpinned by a
rigorous scientific framework.

Our Group Seience function, partnering
closely with our consumer teams,
ensures each of our NGP1s substantiated
against our Scientific Assessment
Framework. This is designed to,

1. Reassure our consumers by ensuring
all our preducts are manufactured to
a high and consistent standard

2. Evidence that cur NGP are
potentially reduced-risk comparad
te continuing to smoke, and that
they are compelling to try and
satisfying when used by adult
smakers and existing NGP users {the
‘off-ramp” on the graphic below).

3. Support the conclusion through a
wide range of measures that our
NGF are unattractive to unintended
populations, including never-
smokers and the under-age.
Furthermore, current internal
research indicates that alternative
nicotine products may be competing
with combustible cigarettes rather
than promoeting smeking thereby
potentially preventing "on-ramp’ to
potential cigarette smoking.

|

For further information please visit
Imperial Brands Science website:
www.imperialbrandsscience.com

]

‘ i
i
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SCIENTIFIC ASSESSMENT
OF NGP

One example of our structured
approach to scientifically
assessing our NGP through our
Scientific Assessment
Framework 15 the research we
have conducted into our heated
tobacco system, Pulze and iD.

After proving that Pulze does
indeed heat, and not burn,
tobacco, we analysed its aerosol
and demonstrated significant
reductions 1n the harmful and
potentially harmful constituents
compared to cigarette smoke.
We then confirmed these
findings translated to reduced
cell toxicity across a series of
laboratory tests, with reductions
of between 90-98% compared to
clgarette smoke,

Clinical trials have also been
conducted to confirm Pulze and
1D delivered nicetine effectively
to adult smokers, while also
reducing their desire to smoke.
Simultaneously, we published
behavicural research to show
Pulze appealed to its intended
audience — adult smokers — but
was not attractive 1o never-
smokers, including young adults.

N /

This activity also supports our
dialogues with regulators and policy
makers as we seek approval for new
NGP products and secure support for
the broader principles of tobacco
harm reduction

To confirm the tobacco harm reduction
potential of our heated tobacco
products 1n market, we have recently
conducted a behavioural study on Pulze
2.0in the Czech Republic, where we
tracked adult smoking participants to
understand how they use our products
over time to potentially help cut down
- or perhaps even entirely replace —
cigarette smoking. Init:al findings
from the draft report are positive,
suggesting the system’s potential

to help adult smoKers either stop
smoking or substantially reduce thelr
cigarette consumption

While we seek to provide strong,
responsible competition in the NGP
segrment, we also recognise we are part
of an industry-wide transformation.
Therefore, we are committed to playing
our part in furthering the hroader
scientific debate on tobacco harm
reduction. We have published 30
peer-reviewed Imperial-authored
papers and presented 29 scientific
research posters at conferences over
the last five years

Unintended use of NGP - we are
committed to discouraging
unintended use.

Imperial is proud of its long track
record 1n minimising consumption of
its products by unintended users,
including young people

Our blu vape brand was launched in
2009 and acquired hy Imperial in 2015,
and the average age of blu consumers
in the UK ~ the brand's largest market
—is closely aligned to the average age
of cigarette smekers.

Across all markets, blu's marketing
proposition targets mature consumers
making a broader lifestyle shuft.

Similarly, the Pulze heated tobacco
proposition, with 1ts long battery life, 15
specifically designed to encourage
smokers to stay within the heated
tohacco category.

We are commutted to marketing and
advertising our products responsibly
within the laws, codes of practice and
voluntary agreemernts of those
countries where we operate Cur
commitment to responsible marketing
and sale of our NGP and combustible
tobacco products is summarised by our
Marketing Principles and underpinned
by a strict Group-wide International
Marketing Standard for Next
Generation Products

In some markets, lrTesponsible product
design, marketing and sales, combined
with inadequate and inconsistently
enforced regulation, have created
growing public unease about youth
access to nicotine preducts We share
these concerns. That is why we are
engaging with pelicymakers to develop
reqgulatory frarneworks which better
balance adult smokers needs for an
attractive range of potentially harm-
reduced alternatives with the

imperative that children should not
have access to nicotine products.

Europe has been the key area of focus
for Imperial in NGP over the past two
years — and 1n this region we are
campalgning for

1. Regulatory codes for NGP naming,
packaging and marketing.

2. Retailer licensing regimes which
provide stronger deterrents against
under-age sales.

3. The extension of the excise system
to the vape category to provide
additional enforcement tools against
rogue manufacturers and retailers

The implementation of measures like
these will, we believe, help to prevent
youth access, and enable responsible
NGP manufacturers to continue
advancing tobacce harm reduction by
offering adult smokers increasingly
allractive, potentially less harmful
alternatives to cigareltes.

MARKETING PRINCIPLES

1. We only engage with adult
consumers of tobacco and
nicotine products.

2. Our marketing is honest
and transparent.

3. We give our consumers the
information they need to
make informed cheices.

4, We do not encourage people to
start smoking or non-smekers
to use recreational nicotine
products, and never
discourage consumers of our
products from quitting

5. We comply with the local laws,
codes of practice and
voluntary agreements which
govern the advertising,
promotion and sale of
our products.
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ESG REVIEW continued

HEALTHIER FUTURES

CLIMATE
CHANGE

Image
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Reduced our Scope 1
and Scope 2 market-
based emissions by

65%

since 2017

We are committed to reducing our impact on the climate
throughout our value chain, focusing on both mitigation

and adaptation.

—
Behaviours
—
Logo
removed

OUR PLAN
{frotn a 2017 baseline year)

2025

+ 100% of our purchased grid
electneity will come from traceable
renewable sources

+ Reduce absolute Scope 1and 2 GHG
emissions by more than 50%

\

-
Link to SDGs
F Logo Logo
removed removed

+ 8DG 13 Take urgent action to
combat chimate change and

1ts impacts

SDG Y Ensure access to
affordable, rehiable, sustainable

and modern energy for all )

-

~ ™)

Govearnance

« Environmental Compliance
Working Group

+ Climate Change
Engineering Forum

Key paolicies
- Environmental Policy
+ Biodiversity Statement

ELT sponsor
« Lukas Paravicini,

Chief Financial Officer J

-

/ 2030

* 100% of energy sourced for aur
operations will be from renewable
sources

* Be Net Zero in our direct operations
(Scope L and 2 GHG ermussions)

- Reduce gur total carbon footprint
(absolute Scope 1, 2 and 3 GHG
emissilons) by 50%.

» Reduce absolute Scope 3 ermissions
by 50%

+ Reduce energy consumption by 25%

| = Reduce water consumplon across

| ouroperations by 30%
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i 2040

+ Qur value chain will be Net Zero
emissions {abselute Scope 1, 2 and 3
GHG emissions)



STRONG TRACK RECORD
OF PERFORMANCE

From our 2017 baseline year
we have

Reduced our absolute Scope 1
and Scope 2 market-based
carbon emissions (C0.e
tonnes) by

65%

Reduced our absolute energy
consumption (GWh) by

26%

Reduced absolute water

consumption in our operations
(m*) by

32%

. _/

The specific SDG 13 and 7 targets
we are supporting:

SDG 13.1: Strengthen resilience and
adaptive capacity to climate-related
hazards and natural disasters in

all countries.

In support of this target, we monitor
climate-related nsks and put in place
intervention or mitigation measures
where necessary Gur targets on
climate change also represent potential
business opportunities. We expect to
see cost and environmental benefits
flow from our energy-saving and
efficiency programmes.

In line with the recommendations of
the Task Force on Climate-related
Financial Disclosures (TCFD), we have
explored the impact that climate
change is likely to have on our value
chain in terms cf both risk and
opportunities This includes the steps
Logista is taking as well.

@ Please see page 70 for details.

SDG 13.3: improve education,
awareness raising and human and
institutional capacity on climate
change mitigation, adaptation, impact
reduction and early warning.

In support of this target, we warnt our
global workforce to have a common
understanding of the topic of climate
change In FY23 we published a training
on climate change for our employees
The training focuses on the general
topic of climate change as well as
Imperial Brands' specific measures and
targets that mitigate the risks of climate
change, enhance gpportunities and
create responsihle business behaviours

SDG 7.2: By 2030, increase
substantially the share of renewable
energy tn the global energy mix.

In support of this target, we aim to have
100% of our purchased grid electricity
from traceable renewable sources by
2025 and we aim to source 100% of all
our energy from renewable sources

by 2030

We know that chimate change
represents a potential long-term nisk
across the whole of our value chain and
to soclety in general Disruption in
climate and energy has the potential to
impact our business from challenges as
diverse as crop failure, asset destruction
and interruption in distnbution. We
recognise the importance of disclosing
how we are managing climate-related
nsks and opportunities and we have
reported on our approach for several
years now, both within cur TCFD
section on pages 70-81 and through our
CDP disclosures which are available on
the CDF website

In FY23 we reviewed the membership
of our Environmental Compliance
Working Group and the Chimate Change
Engineering Forum to ensure these
groups bring together subject matter
experts and engineers from across our
operations to discuss initiatives and
approve projects to achieve our Net
Zero ambition These groups also
provide a platform to exchange
knowledge and best practice to help
drive consistent performance across
our operations

Further details on our carbon transition
plan can be found in our 2023 ESG
Performance Summary and in our
TCFD section cn page 70, Our Net Zero
cornmitment 1s part of our Triple Zero
campalign and zall our operations continue
to develop local carbon transition plans
to ensure they are taking the correct
steps and actions to contribute te this
Net Zero commitment.

We also established an internal carben
pricing mechanism to account for the
cost of greenhouse gas emissions
resulting from our operations The price
will be reviewed annually and adjusted

Logo
reroved

Qur actions to cut emissions and
mutigate chmate nsks have earned us a
position on the CDP's "A List” for
climate change for a fourth consecutive
year. Qur 2022 CDP scorecard is
available on our website

as necessary to reflect changes in the
cost of emissions.

Nearly 90% of cur carbon footprint 15 in
our value chain, accounted for 1n our
Scope 3 emissions. We are working
with our suppliers and other partners to
hetter understand our Scope 3
emissions. We do this largely through
the internationally recognised CDP
Supply Chain Programme, and further
integration with our sustainable
sourcing pillar In the past year we have
re-baselined our entire Scope 3
inventory and recalculated all 15 Scope
3 categories for 2022 For further
details see the Sustainable and
Responsible Sourcing section on

page 60

- p

WE HAVE MAPPED A FIVE-
STEP APPROACH TOWARDS
NET Z2ERO:

@ Undertake

v energy-efficiency
- g initiatives

Switch to 100%
renewable grid ©)

electricity b S

Transition all
other energy
types to
renewable

sources o M

/ Achieve Net I
Zero in aur ey

operations

@ Become climate
positive, which
means saving more
greenhouse gas

C emissions than we
are generating

More detailed information is
provided in our 2023 ESG
Performance Summary.
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ESG REVIEW cantinued

CLIMATE CHANGE PERFORMANCE

Performance Unit 2017 2021 2022 2023 (Commentary
indicator (base year}
Operations with % 92 8 83 82  we have updated the scope of this Indicator to ensure we are
1S0O 14001 addressing largest manufacturing sites For further details
certification see our 2023 Reporting Criteria document
Absolute energy GWh 875 729 2 B50*  We set a target to reduce our absolute energy consumption by
consumption! 25% by 2030 versus a 2017 baseline We are pleased to report
i that iIn TY23 we exceeded this target with a 26% reduction
Relative energy KWh/Em n2,801 95,740 91364 81,128 compared to the baseline We will now set a new target for
consumption' net energy reduction moving forward
revenue
Electricity from % 8 5 32 96" weaim to purchase Renewable Energy Certificates (RECs)
purchased from within the same market boundary as electricity 15
renswable being consumed
sources’ In markets where RECs are not available within the
same market boundary, we purchase from a nearby
geographical locahon
We are regularly reviewing this with the intention to purchase
from within the same market boundary onge a source
becomes available
Energy from % 5 4 23 41 The proportion of energy from renewable sources has
renewable increased by 36% since our 2017 baseline year This is
sources mainly driven by the use of renewable electncity with cur
RECs scheme
We have sef a target to uge 100% renewable energy by 2030.
Absolute Scopel Tonnes 14270 92900 91,007 81,089* Our Scope 1 emigsions arise from starionary fuel comhustion
CO.e emissions* at our sites, refrigerant gases and mobile fuel combustion in
our fleet of Company sales vehicles
We have seen an 11% decrease 1n Scope 1 ermissions since last
year and a 29% reductien from our 2017 baseline year
Absolute Scope 2 Tonnes L3660 133292 131236 14,059%  Gur Scope 2 location based emissions comprise the mdirect
CO,e location- emisslons resulting from the use of purchased electnicity, heat
based emissions! and steam at our sites
We have seen a 13% decrease 1n Scope 2 location-based
cmissions since last year and a 29% reduction from our 2017
baseline year
Absolute Scope 2 Tonnes 173,902 - 84759 18,896" we teport Scope 2 location based and market based
CO,e market- emissions according to the GHG Protocol Scope 2 Guidance
based emissions! (2015) and CPP gquidance
We have seen a 78% reduction 1n Scope 2 market-based
emissions comparced to last year and an 89% decrease
cornpared to the 2017 baseline year
This significant reduction in Scope 2 market-based emissions
reflects the merease in our use of electricity purchased from
traceable renewable sources
Total absolute Tonnes 275,630 226192 222,243 19504B* we have sech a 29% decrease 1n our total Scope 1and 2
Scope 1 and 2 location based emuissiwons from our 2017 baseline
location-based Our target 15 to be at Net Zero n aur direct operations by 2030
CO,e missions' Wo have also set a Scope 3 target to be Net Zera by 2040
- P
Relative Scopel  Tonnes/&m 355 297 285 24.4"
and 2 location- net
based CO,e revenue
emissions!
Total absolute Tonnes 288,172 ~ 175766 99,985 We have seen a 65% decrease n our total Scope 1and Scope
Scope 1 and 2 market based emissions from our 2017 basehine year This
2 market-based has been driven by our increased use of electricity purchased
CO.e emissions fram traceable renewable sources
Relative Scopel  Tonnes/tm 3715 - 2255 12.48%
and 2 market- net
based CO,e revenue
emissions'

A Selear 7023 data has seen independant.y assared by Frast & Young LLPIFY under the amied assaragce requiremants of the 1SAL 3000 standard E7's Assuranre Spimion
1S aval.able o our weasite Sur reporting scope and defintigns ace detatled in the Peporting Iritens documen! pubiished 01 our wedsite

2022 This s to alow for datacollechinn valdaton and ex'erna. assurance We use the tndustry

‘eading Creenhouse Gases (GRG) Protoca. standard o intormour reportung of Scope 1 and 2 emissions

1 Qur 2023 eavirgamen:a. data sovers the reparting perod 04 2

ey
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Performance Unit 2017 2021 2022 2023 Commentary
indicator (base year)
Total Scope 3 Tonnes 981,638 - - 822,880 |nrv23we recalculated our Scope 3 baseline of 2017 and

CO,e emissions

caloulated our 2022 Scope 3 ermissions across all categones This
recalculation follows the latest methodology outhned 1nour
Reporting Criteria document, and i accordance with the Global
Greenhouse Gas Protocol,

The resulting data shows a 16% decrease 1n our total Scope 3
emissions compared to the basehne year

‘We have a clear methodelogy for further improving our data
capture for Scope 3, by tiansitioning to @ more market-baged
approach with our partner suppliers and updating using the most
recent cmisslons factors

Based on our recalculation, we have set a more ambitious target to
reduce our Scope 3 emissions by 50% by 2030

Scope 3 COe Tonnes 16,003 1,837 5901 18,879 pusmess travel is travel undertaken for work or business purposes
emissions: The main driver for the increase in ermssions in FYZ3 18 business
Business travel' travel mileage which mncreased by approximately 100% compared
to the provious year
Key suppliershy % - 20 25 33 we aim for 50% of our supphers by spend within the Purchased
spend with Goods and Services category to have science based targets by
science-based 2024 Of the suppliers in scope, 33% had science-hased targets at
targets theend of ['Y23
We are engaging with our key supphets directly and via the CDP
Supply Chain Programme to achicve this target
Logista absolute Tonnes 38,554 45557 47,099 Logista 1s managed remotely due to commercial sensitivines and
Scope land 2 iz responaible for its own data Logista has provided indenendently
CO,e emissions assured data from 2022 for absolute Scope 1, 2 and 3 emissions
—— Data for 2023 15 still undergoing independent assurance
Logista absolute  Tonnes 19361 194634 183,703 The increase in Scope 1and 2 emissions seen in 202215 due to an
Sco_pe_3 CO.e Lncrease 1t ranspolt achivity under operational control The
emissions decrease in Scope 3 emissions is atinibuted to some divestment
activity and some emiasions reduction mmifiatives implemented
by Logista
Logista's 2022 relative Scope 1 and 2 emissions comprise 23 tonnes
(2021 22 tonnes) of CO;ze per Emillion of 2022 distribution fees
{our non-GAAP revenue measure for Logista). Further information
on the scope of Logista's GHG reporting 1s available at
www grupologista com
Absolute water m? 1,468,626 1,109,178 1,056,982 999,214* e set a target to reduce our absolute water consumption by 30%
consumption! by 2030 versus a 2017 baseline We arc pleased to report that in
Y23 we excecded this target with a 32% reduction compared 1o
Relative water m'/Em 189 146 136 125 i baseline We will now set a new target for water consumption
consumption net moving forward.
o © revenue

'SCOPE 1 AND 2 EMISSIONS - UK AND GLOBAL'23

2023 2022

Ferformance Units UK and Global UK and Global
indicator offshore  (Excluding UK offshare  {Excluding UK
area and offshore area  and offshore

area) area)

Scope 1 emissions 1Co,e 1,841 79,248 1,751 87,500
Relative Scope 1 emissions tCO.e / £m net revenue 0.2 9.9 C.2 n.2
Scope 2 location-based emissions tCQO,e 872 13,187 903 130,298
Relative Scope 2 location-hased emissions tCOse / £minet revenue 0.1 14.1 G.1 ) 6.7
Scope 2 market-based emissions tCOe 0 18,896 31C 84,209
Relative Scope 2 market-based emissions tCO.e / £m net revenue 0 2.4 0.04 0.8
Total Gross Scope 1 and Scope 2 location-based emissions tCO.e 2,N3 192,436 2,654 217,798
Relative Scope 1 and Scope 2 location-based tCOe/ £ net revenue 0.3 24.0 0.3 273
Total Gross Scope 1 and Scope 2 market-based emissions 1C0.e 1.841 28,145 2,061 171,710
Relative Scope 1 and Scope 2 market-based tCOe/ £rn net revenue 0.2 12.3 0.3 220

Energy consumption kWh

13,233,516 637,059,838 12421624 6%1,831110

1 We have provided reparting in compilance with UK Streamuned Energy and Carsen Beporting (SECR) regulations (being the [ arge and Medium-sized Companues and
Groups [Aecounts and Reperts) Regulations 2008, as amended ay the Compames Act 2006 (Strategwe Report and Directors Repert] Regu’ations 2043 and the SECR under the
Companies (Directors’ Repert) and Limuted Liability Partnerships (Energy and Garbon Report) Reguiations 2018)

2 Fordetar’'s o1 the methodology used for SECHE calcu'ations please see our Beparting Cotena document available on our website

. Energy effic.ency measures ta<en in FY23 are reported in our 2023 COP Climate Change disclosures avallable on the CDP website,
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ESGC REVIEW continued

HEALTHIER FUTURES

~ PACKAGING

B

t/| AND WASTE

Reduced absolute
waste by

27%

since 2017

We are committed to minimising waste
associated with our products, packaging
and production processes.

Image
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sustainable
consumption and
removed | production patierns

Logo Loga
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\ AN Y,

OUR PLAN
{from a 2017 baseline year)

o 4
Behaviours w Link to SDGs w Covernance
» Cormnbustible Product
SDG 12 Ensure Strategy Group

+ Product Sustalnability Forum

Key policies
« Environmental Policy
+ Filter Policy
+ NGP Policies

ELT sponsors

+ Javier Huerla, Chief Supply
Chain Officer

+ Ales Struminsky, President,
Europe Region

2025

- Our operations will send zero waste
to landfill

+ 100% of cur packaging will be
reusable, recyclable, or compostable
in the EU and UK

« 100% of all wood fibre m our
packaging will be sustainably
sourced

52

2030

* We aim to reduce waste generated
within our operations by 20%

* We aim to have a greater than 80%
average packaging recycling
recqvery score in the EU and UK.

Impenal Brands | Annual Report and Accounts 2023




We recognise the important role we
must play in protecting the natural
environment and we actively work to
minimise our environmental impacts
Certain resources are finite and, as
such, this presents us opportunities to
explore solutions that support our
business sustainability and protect
the environment

The specific SDG 12 targets we are
supporting:

SDG 12.2: By 2030, achieve the
sustainable management and efficient
use of natural resources.

In support of this target, we aim to have
100% of all wood fibre in our packaging
from recycled materials or respensibly
managed forests by 2025.

SDG 12.5: By 2030, substantially
reduce waste generation through
prevention, reduction, recycling

and reuse.

In support of this target, we aim to
ensure that all our operations will send
zero waste to landfill by 2025 We also
amm to have 100% of our packaging in
the EU and UK tc be reusable, recyclable
or compostable by 2025.

SDG 12.6: Encourage companies,
especially large and transnational
companies, to adapt sustainable
practices and to integrate
sustainability information into

their reporting cycle.

In support of this target, we are
commutted to providing detailed ESG
disclosures within our Annual Report
and Accounts and on our corporate
website We are comrnitted to
partnering with our suppliers directly
and through the CDP Supply Chain
Programme to collaborate with them to
reduce our environmental impact
across the whole of our value chain.

Our operations

We are commiitted to compliance with
all relevant envircnmental legislation
applicable to our operations Reducing
our environmental impact supports
efficiency and cost optimisation As
part of our role 1n protecting the natural
environment, we seek to minimise
overall waste, eliminate waste to
landfill and make all our packaging in
the EU and UK reusable, recyclable

or cormpostable

In FY23 we continued to use the
Cambustible Product Strategy Group
and the Product Sustainabhity Forum to
discuss existing and upcoming
environimental legislation and policies
and the potential impact they wilt have
on the business, new product-related
sustainability innovations and
performance against our ESG targets
and goals. These working groups
include representatives from Corporate
and Legal Affairs, ESG, Product
Realisation, Glebal Supply Chain and
local market representatives to ensure
we have cross-collaboration and
involve the correct subject matter
experts in our decision-making process.

We continue to prepare for upcoming
regulation such as the EU Packaging
and Packaging Waste Directive. These
efforts include re-engineering our
packaging for recyclability and
removing what 1s not needed We aim
to use resources efficiently, source
them from sustainably managed
sources and to intreduce recycled
materials where possible.

To gain further 1nsights, we have
conducted recycling assessments on
our packaging for products soid 1n the
EU and UK. These assessments have
been conducted by an external institute
and have allowed us (o identify
non-recyclable packaging on which to
focus our improvement efforts Tco date,
46% of our packaging formats assessed
are now considered recyclable

In FY24 we will focus on reducing
further unnecessary packaging and to
make more of cur packaging recyclable.
The next step of our zero waste to
landhill programme will be to
concentrate on waste reduction at
source, and to further improve our
internal recycling.

We have made further disclosures on
our efforts to address plastic waste in
our 2023 CDF Water Security
submission which is available on the
CDP website.

For further information on our
policies visit www.imperialbrandsplec.

com/healthier-futures/governance/
policies

s <. ACKNOWLEDGING
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Consumer and product waste
We take our responsibilities in product
development and environmental
impact seriously. With the NGP
business growing, we are faced with
additional waste and recyclability
challenges. We continue to improve the
sustainability and recyclability of NGP
materials and packaging. We are keen
to understand censumer behaviour and
needs related to product waste

Our consumer research provides
insights into what consumers value
maest While they do not want to see
compromise on the quality of the
product, they do

+ Value waste reduction They would
like more information on how to
recycle products, and they would like
to see brands reduce the amount of
packaging used and remove
unnecessary plastic.

+ Seek clanty on how we source
materials which go into our preducts
as well as the proportions sourced
from recycled materials.

« Value human rights and expect us to
commit to ethical work practices See
pages 62-63 for our approach to
human rights.

In FY24, we will continue to implement
a consurner-led, requlatory comphant
packaging strateqy, and report on

our progress.

Cigarette butts

Consumer acceptance and emissions
regulation have meant that we are yet
to find an adequate alternative
substitute for the traditional cigarette
filter. We do not make any product or
marketing claims on biodegradability
and/or compostability of filters. We
believe that the most effective
approach to combating littering and
ecotoxicity resulting from the litterning
of used filters (cigarette butts) 1s
through partnership of key
stakeholders, such as tobacco
companies, government, environmental
bodies, businesses and local
communities, educaling consumers on
the importance of the proper disposal of
used filters. We recognise the
importance of this issue and continue
to search for alternative materials for
filters which contain single-use
plastics We participate in different
Extended Producer Responsibihity
(EPR) schemes in a number of
locations, both on a voluntary basis and
te fulfil regulatary requirements
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ESG REVIEW continuved

NGP waste

Vaping products: To support cur
consumers with the responsible
disposal of our blu preducts, several
markets have introduced “take-back”

schemes for vaping devices and pods.

In those markets, we have provided
Incentives to consumers to returm
thelr empty pods, which enhances
the commerclal offering of blu in
addition to achieving our
environmental objectives

Heated tobacco products. For our

Fuize 2.0 product packaging we have
achieved a 92% reduction in use of
plastic compared to the packaging for

Pulze 1.1.

We centinue to focus on packaging
improvements with further solutions

under development.

PACKAGING AND WASTE PERFORMANCE

Oral nicotine delivery: The
sustainability aims are focused on
recyclability improvements, exploring
more sustainable materials for cans/
refilling options and potential returns
schemes are being investigated across
our footprint

Performance Unit 2017 202% 2022 2023  (Commentary
ndicator {base year)
Absolute waste!  Tonnes 43,41 4,714 41989 35,744 Qurtarget is to reduce waste by 20% by 2030
. have exceeded this target with a 27%
. 6.34 5.48 539 4470 Webhay
Relative waste Tonnes/tr reduction 1n waste compared to the 2017
nel 1evenue
baseline year
we will set a new target for waste reduction
moving forward
Al waste sentto  Tonnes 7,200 10,619 8,544 4,442% gy 1arget s to achieve zero non-hazardous
landfill' waste sent tc landfili by 2025
. We have seen a 38% decrease 1n waste sent to
5 0.93 140 130 0.564 oy
Relatlgfﬂgaste Eg:f\:ﬁl landfill since the 2017 baseline year This
toJan S decrease has been driven by our zero waste to
landfill initiatives across our operations.
Landfill % 88 83 85 91" A key element of our envitonmental approach
avoidance rate! 1s to minimise the waste sent to landfill by
reusing waste, recycling, composting and
incineration {with energy recovery).
Recyclability % - - 95 96  we aim to have 100% of our packaging material
score 1 the EU and the UK to be reusable, recyclable
or compostable by 2025
A third party assesses the materials for us and
we are on track to achieve this target,
Sustainable % - - - 97  we aim to have 100% of all wood fibre in our
sourcing packaging:from sustainable sources by 2025
We are on track to achieve this targel.
A Select 2023 data has been independently assured by Erast 8 Young I' TP {(EY) under the amited assurance requitements of the ISAE 3060 standard FY's Assurance Opinion

14 available on our websitn

Cur reporhing scope and definitions are detailed in the Beporting Sntena document published on our website
1 Our 2023 environmenta; data covers the reporting penod Q4 2022 to 03 2023 This 1s to alow for data col.ecnion validation and externa, assurance
To note Ansolute waste does nat inc.ude reused waste

2 This exc.udes produsts from 75 Brands
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POSITIVE CONTRIBUTION TO SOCIETY

FARMER

LIVELIHOODS
AND WELFARE

We are committed to engaging with our leaf suppliers to
support and develop farming communities and promote

sustainable agriculture.

~

Behaviours

Logo
removed

clean water

OUR PLAN

2025
+ Support suppliers te provide access
to 100% sustainable wood use

Image
removed
155,000
people in our leaf supply
chain benefiting from Leaf
Partnership Projects aimed
at improving access to
N N
Link to SDGs Governance
- Leaf Compliance Working
Group {LCWG)
- Sustainable Tobacco
Programrne (STP) Guidance
Key policies
Logos - Human Rights Policy
removed + Child Labour Pohey
+ Biodiversity Statement
ELT sponsors
+ Jawvier Huertg,
Chief Supply Chain Officer
+ Kim Reed,
President and CEQ,
Americas Region
\. /L /
2030
+ Support suppliers to Improve access
to basic needs for 180,000 farmers
and their families
www.imperialbrandspic com 55



ESG REVIEW continued

SUSTAINABLE AGRICULTURE

Sustainable agriculture impacts our
people and our planet, providing food
securlty, establishing livelihooeds and
supporting environmental
stewardship. Impenal works hard to
support leaf suppliers’ farmers and
their families This includes
improving farmer access to hasic
needs, a decent standard of living
and income diversification,

enabling them to continue to grow
tobacco sustainably

We purchase approximately 97% of
our tobacco through both global and
niche suppliers from more than 30
countries worldwide, and only 3%
from cur own darectly contracted
farms. Therefore, we work
collaboratively with cur partners to
enhance standards in our leaf supply
chain both directly with our suppliers
and through partnerships, such as

o

those created through the Sustainahle
Tobacco Pregramme (STF)

We have a strong governance
structure in place for our tobacco leaf
supply chain This is overseen by our
Leal Compliance Working Group
(LCWG) and part of their
responsibility 1s to maintain effective
governance and response to ESG
risks within the tobacco leaf supply
chain Qur Leaf Compliance and
Respense (CARE) Programime
includes our Leaf CARE tool which is
an in-house IT platform to record
potential ESG-related issues ansing
in the supply cham and to track the
associated due diligence processes
suppliers have estahlished to respond
to these potential reported 1ssues.
The majority of the data in the Leaf
CARE toel 1s sourced from the STP. A
third party reviews and substantiates
that information in the STP, before it
is uploaded to our Leaf CARE togl

~

The STP 15 an industry-wide initiative
aimed at enhancing agricultural
supply chain due diligence and
accelerating the positive social and
environmental Impact 111 tobacco-
growing commmunities. The STP 1s
independently managed and provides
us with visibility over our leaf supply
chain 1n two ways first, by
empowering our suppliers to report
on the actions they are taking to
address any risks identified, and how
they are having a positive impact on
the greund; and second, by validating
these actions both rernotely and in
the field. This informs our strategy to
support our suppliers in taking
effective action. All our tohacco leaf
suppliers are expected to participate
in the STP. In 2023 (based on the
2022 tobacco leaf crop year),

93% of our suppliers repeorted on
their due diligence

During the past year we participated in
six independent Supply Chain Impact
Assessments (SCIA) conducted 1n the
field The objective of these
assessments was to identify risks
within the leaf supply chain and help
foecus suppliers to develop prioritised
action plans Where appropriale, we
Jointly commuissioned these
assessments with key stakeholders.

We commissioned our own similar
Human Rights Impact Assessment
{HRIA)Y within our direct supply chainin
Madagascar Based on rights holder
mterviews and community
engagement, priontised risks weye
identified including fair treatment,
working hours and children working on
family farms. These nsks were
mvestigated to further our
understanding of root causes and
effective solutions As well as
implementing corrective action plans, a
thorough preventative action plan was
also developed to address zll findings
regardless of priority level. We have
worked intensively on the preventative
action plan, which included improving
management and monitering systems,
the launch of an operational grievance
mechanism, and pilot prajects to
improve attendance at schoels within
the communtty. We are also 1n the
process of supporting the development
of workers' committees.

In our direct operations in Madagascar,
we have launched interventions
targeted at improving awareness
amongst rights holders. In cur
expenence, the biggest influencers in
preventing child labour are mothers
and the children themselves — 3o we
have rolled out posters in schools and
community sessions with groups of
parents. Through these interventions
we have reached 22 schools and just
under 1,000 participants in awareness-
raising sessions in the last year. In our
operations in Lacs, several projects are
being trialled, including summer sports,
film, and arts clubs. We are collecting
feedback from the communities on
these interventions to ensure they
remarn targeted and effective This
participatory approach allows us to spot
potential improvements and support
our leng-term aim of addressing the
risk of child labour.

Cur Leaf Partnership Programme
complements the work our leaf
suppliers are already doing, amplifying
their impact i tobacco-growing
camnmunities, by directly funding
specific projects These projects range
from enhancing farmers’ businesses to
supporting communities Increase
access o basic needs, such as
childcare, educalion, clean drinking
water sanitation and hygiene

In FY23, Impenal provided financial
support for projects in 11 countries, with
mote than 100 000 beneficianies
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(SUPPLY CHAIN IMPACT
ASSESSMENT IN INDONESIA

A supply chain impact
assessment was conducted in
Indonesia in parinership with
other tobacco manufacturers and
wncluded 14 tobacco merchants in
total A total of 231 rights haolders
were engaged with from
tobacco-growing communities to
help identify salient risks. These
included the risk of unsafe use of
pesticides and inconsistent
personal protective equipment
(PPE) standards, poor waste
collection and the potential of
children working on family
farms Therefore, in addition to
leaf suppliers developing
indwidual action plans, local
tobacco campanies eined
together to form an industry
forum to work collectively on
some of these non-competitive
issues We have closely followed
the development of these action
plans and forums over the last
year and will continue to stay
informed through dialogue with
\_ our suppliers on their progress. .




ENGAGING SUPPLIERS

We aim ta purchase from and
engage leaf suppliers who
support their farmers to achieve a
decent standard of hiving by

1. Continuing to enhance due
diligence 1n our leaf supply
chain, co-ordinated through
our Leaf Comphance and
Reporting e-tool (CARE)
programme.

2. Continuing to set high
expectations for suppliers who
contract with farmers

3. Increasing our support for
projeclis that have a direct
immpact within the tobacco
communities in our
supply chain

o /

Farestry

Many of our suppliers’ contracted
farmers use wood in tobacco
production, erther as a fuel in the curing
of tobacco or for constructing barns
required for the curing of tobacco

Imperial has committed to supporting
suppliers and theur farmers access
sustainable wood by 2025. The ambition
is for 100% of the wood harvested to be
matched by managed planting

In 2023, Imperial continued to create
partnerships in those remaining
countries that are working towards
wood sustainability and directly funded
commercial forestry programmes This
builds on the forestry programme
Impenal directly funded with suppliers
in Africa between 2015 and 2018.

Through the tobacco leaf we purchase,
Impenal also financially supports
naticnal forestry programmes, such as
the Tobacco Afforestation Programime
in Tanzania Planting trees sustainakly
that farmers can access decreases the
pressures on the indigenous woodland
that 1s being harvested for use in
tobacco production There are alse
econormuc benefits for farmers 1n labour
saving, reduced cost of wood

and transport

Biodiversity

The responsible husbandry and
restoration of natural habitats, soils,
and water are integral to sustainable
agriculture. Qur suppliers are
enccuraged to protect and enhance
biodiversity in thewr growing areas This
includes topic areas covered by the STP,
such as: the mapping of sensitive areas,
responsible soil management and
integrated pest management {IPM) to
reduce the use of pesticides and

increase micro-fauna. We also support
and engage with suppliers 1 the
planting of indigencus trees to
encourage and grow local biodiversity
by supporting insect and bird life.

in FY23 we published our
Biodiversity Statement

Water

In FY22 Imperial committed to
supporting suppliers to improve access
to basic needs for 180,000 farmers and
their families by 2030. This includes
access to clean water, sanitation and
hygiene (WASH).

155,000 people in our leaf supply chain
benefiting from our Leaf Partnership
Projects aimed at improving access to
clean water

Encouraging a waler stewardship
approach to managing water in our
suppliers’ catchment areas and directly
supporting their projects through our
Leaf Partnership are key areas of
importance for Imperial.

Between 2021 and 2023 our investment
in water, sanitation and hygiene
projects in countries of most need,
including Mozambique, India, the
Dominican Republic, Guatemalg, Brazil
and Henduras, equates to around

USS 2 78 million

: - ACKNOWLEDGING
“‘ 4. THE CHALLENGE

s

-

Child labour

Like other industries which rely on
agricultural products, the rnisk of child
labour 1s highest in the cultivation part
of our supply chain Addressing 1ssues
such as child labour reguires a
multi-stakeholder response; no single
entity can address issues in isclation.
In collaboration with key stakehclders
mcluding the industry, supphers and
NGOs operating in these communities,
we seek to address child labour through
three main avenues

1. The Sustainable Tobacco
Programme (STP)

2. OQur Leaf Partnership Projects

3. The Eliminating Child Labour in
Tobacco Growing Foundation (ECLT)

The Sustainable Tobacco
Programme (5TP)

The Human and Labour Rights section
of the STP 1s a critical element for the
respect of human rights and 15 aligned
with the relevant ILO core conventions
and the principles and guidance
contained within other external
frameworks such as the UN Guiding
Principles on Business and

Human Rights.

Logo
removed

Our Leaf Partnership Projects

We work directly with our leaf suppliers
to fund projects in tobacco-growing
communtties 1o help tackle some of the
root causes of chuld labour

Logo
removed

Eliminating Child Labour in Tobacco
Growing Foundation (ECLT)

We actively support the ECLT and its
aims to tackle the root causes of child
labour by improving access to
education and providing alternatives to
childhood working. It also has an
advocacy role, raising awareness with
governments and communities to
galvanise positive action.

See ECLT website for more
information.
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ESG REVIEW continued

Performance indicator 2021 2022 2023 Commentary
Percentage of 88 94 89 Complementary crops are grown alongside or in rotation with
suppliers' directly tobacco. These crops are grown for household consumption, sale or
contracted as rotational creps to enrich and conserve the soll. Due to the
farmers growing ever-changing nature of our suppliers' farmer base, those that grow
complementaty crops! complementary crops change In the next year, we aim to
restructure this KPI to have an even more meamngful impact in our
leaf supply chain
Percentage of a7 98 99 gupphers aim to previde all their directly contracted farmers with
suppliers’ directly access to intiatives to improve agricultural productivity, including
contracted farmers technical support, improved efficiencies and umproved
with access to infrastructure These efforts have resulted 1n an increase of 1% for
initiatives to improve suppliers’ directly contracted farmers with access to initiatives to
agticultural improve agricultural activity over the last reporting year.
productivity’ In the next year, we aim to restructure this KPI to have an even
more meantngful impact in our leaf supply cham.
Suppliers 96 93 with a change n our leaf supplier base, the total suppliers
participating participating in the STP reduced We have already initiated
in the STP discussions with supphers who do not yet respond to the STP to
encourage thelr participation in the next cycle
Tobacco farming 130,000 84,000 101,410 |mperial continues to fund projects aimed at addressing key
community members livelihood and welfare 1ssues in tobacco communities. This number
benefiting from new represents the number of new beneficianes from 2023 projects.
Imperial Leaf
Partnership Projects
Purchase from leaf - - BO%  As part of our ESG journey and restructuring over FY22, this 1s a
suppliers who are new KPI
committed to support We require our leaf suppliers to be committed to supporting their
their farmers access a farmers access a decent standard of living by having clear written
decent standard of commitments and/or policies in place to support the commitment.
living by 2040
- - 96%0*

Percentage of
sustainable wood used
as curing fuel

Imperial has commutted to supporting suppliers and their farmers
access sustainable wood for use as tobaccoe curing fuel by 2025 The
ambition 1s for 100% of the wood harvested to be matched by
managed planting

Improve access to basic needs for 180,000 farmers and their families by 2930

Childcare and - - 36,000 1mperial continues to fund projects aimed at addressing key
education project livelthood and welfare 1ssues in tobacco communities This number
beneficiaries represents the total number of cumulative active beneficianies as of

the end of FY23

Clean water project - - 155000 [mperal continues to fund projects aimed at addressing key

beneficiaries Livelihood and welfare 1ssues in tobacce communities This number
represents the total number of cumulative active beneficiaries as of
the end of F¥Y23

Sanitation and - - 33,000 1mperial continues to fund projects aimed at addressing key

hygiene project
beneficiaries

livelihood and welfare issues in tobacco communities This number
represents the total number of cumulative active beneficiaries as of
the end of FY23 Sanitation and hygiene projects, which mainly
focus on infrastructure improvement and development, were
impacted by cyclone Freddy i a number of African countries

1 Data is from strategic suppliers in prioritised countries 1n most need of support, as outltned by a sustainability index compuled

using Maplecroft risk indexes.

A Data has been independently assured by Ernst & Young LLP {EY) under the limited assurance requirernents of the ISAE 3000

standard EY's Assurance Opinion s available on our website
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Javier Huerta, Chief
~—— —_‘—-—-—-________-‘ ,
Supply Chain Dfficer, and
POSITIVE CONTRIBUTION TO SOCIETY Vinay Advani, Head of Leaf
Procurement & Sustainability,
during a visit to a tobacco farm
Qg} : SUSTAINABLE
Image
rermoved
We have been
recognised by
CDP as a supplier
engagement
leader
for a fourth
consecutive year
We are committed to sourcing products and
services in a compliant, sustainable and socially
conscious manner. We will work with our
suppliers to ensure continuous improvements.
s N N A
Behaviours Link to SDGs Covernance
» Sustainable and Responsible
SDG 12 We aim to Sourcing Waorking Group
ensure sustalnable
Logos Logo consumption and Key policies
rermoved removed pTOdUCtiOH patterns . Suppher Code of Conduct
» Code of Conduct
+ Global Procurement Policy
+ Human Rights Policy
\ AN S

\

ELT sponsor

+ Javier Huertz,
Chief Supply Chain Officer

N J

QUR PLAN

Te source products and services from
a diverse supply base that matches
our ESG values and ambitions

+ Using Sedex as the third-party
provider to undertake ethical
trading assessment of our partner
suppliers This will give us further

Delivered in 2023 visibility of our supply chain and

+ Launched refreshed Supplier Code
of Conduct which has an increased
focus on business integrity, human

¢ rights, diversity, equity and

mnclusion and the environment

enable us to better manage
ESG risks.

+ Building capahility. We appeinted a
new Head of Procurement Capability
and ESG Lead for Procurement.

2024

50% of our suppliers by spend
within the Purchased Goods and
Services category will have science-
based targets by 2024

+ Roll out ethical trading risk
assessment to key sirategic
suppliers

2025
- Confirm longer-term ESG metrics

for our value chain
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G REVIEW continued

2023 performance highlights W
in 2023

33%

of our suppliers by spend within
Purchased Coods and Services
had set science-based targets.

We are engaging with our key
suppliers directly and via the
CDP Supply Chain Programme
to achieve this target.

We have refreshed our
Supplier Code
of Conduct,

dividing topics into the following
sections for clarity: Business
Integrity, Human Rights,
Diversity, Equity and Inclusion,
and the Environment.

This is published on our
corporate website.

Using Sedex to obtain ethical
trading risk assessment of our

partrer suppliers. )

r ™

60

Our procurement strategy

covers all third-party spend

among all five of our supply

chain categories:

1. Tcbacceo leaf

2. Non-tobacco matenals (NTM)

3. Next generation products
{(NGP}

4. Indirect goods and services

5. Logistics

Ensuring continuity in our supply chain
has a direct impact on our business
today, as well as the potential to impact
business sustainabulity in the future it
is important that the standards we
expectin terms of quality, labour
pracuces, human rights and
environmental concern are adhered to
by our suppliers

We establish a relationship of trust and
integrity with our suppliers We expect
them to conduet their business in

an ethical and responsible manner
and comply with all applicable laws
and regulations

Our Supplier Code of Conduct, aligned
te our Code of Conduct, sets out the
behawviours we expect our suppliers
to demonstrate We launched cur
refreshed Supplier Code of Conduct in
September 2023.

We have thousands of suppliers who
connect with every part of our business
- from leaf to consumer. They work
alongside and within our business and
are fundamental to our success Our
new Code sets out our expectations for
our suppliers and reflects our
commitment to be a sccially
responsible, compliant and sustainable
business It also provides the minimum
standards of behaviour we expect from
our pariners, 1n the following areas.

K Logo

removed

Using Sedex for suppliers’
ethical trading

risk assessments

We have chosen to use Sedex to
gaih supply chain visibility,
assess supply chain risks and
support legislation compliance
We expect our partner suppliers
1o be registered with Sedex (or
equivalent) and have int the first
Instance completed a self-
assessment questlonnaire across
the following categories Labour,
Health & Safety, Envirenment,
ard Business Ethics. Thanks to
the 1nsights provided through the
Sedex platform and the
completion of further in-depth
targeted SMETA audits (Sedex
Mernbers Ethical Trade Audits)
where appropnate, we intend to
work with our partner suppliers
10 drive improvermients and
mitigate risks through our
supply ¢hain

N _/
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» Business Integrity: Qur suppliers are
expected to conduct their business in
an ethical and responsible manner
and comply with all applicable laws
and regulations.

+ Human Rights & Diversity, Equity and
Inclusion: Our suppliers are expected
to provide a fair and safe workplace,
and demoenstrate respect for human
rights, diversity, equity and inclusion

» Environmental Sustainability: Our
suppliers are expected to adopt
policies and practices that protect the
planet and reduce negative impacts
on the environment

We expect all our suppliers - new and
existing — to adhere to our updated
version of the Code But where possible
we want suppliers to go beyond the
expectations outlined 1n this Code
Teogether we must make a positive
social and environmental impact

The new Code can be found on our
website and a link 15 mcluded 1n our
purchase order T&Cs, contracts and
tendering documents. The existing
Code will be "phased out’ as the new
Code is communicated to new suppliers
and existing suppliers as and when
Procurement teams engage with thern,
prioritising our key partners.

While suppliers may be managed
globally, regionally or locally, the
ambition 15 that all suppliers meet the
same standard to enable Imperial to
meet its commitments to stakehclders,
employers and communities

Supply chain due diligence

All our suppliers are required to sign-up

1o our Supplier Code of Conduct We !
have regular meetings throughout the :
year with all our centrally managed
suppliers where any ESG-related
concerns can be raised We will cease
our relationship with a suppher if
they continually fail to demonstrate
how they are managing their

ESG responsibilities.

We are using Sedex to encourage our |
partner suppliers to undertake an
ethical trading self-assessment This
not only allows us to identify rnisks
within our supply chain, but also target
areas of focus to improve on with

QUI partners

Tobacco leaf supply due diligence is
covered in the Farmer Livelihoods

and Welfare section on pages 55-58



Our Supplier Qualification Programme
is the first screening process for all new
non-tobacco taterial {NTM) and NGP
suppliers This involves suppliers
completing a zelf-assessment which
includes questions on business
conduct, environmental management
and labour practices including
discrimination, child and forced labour,
freedom of asgociation, remuneration,
working hours and health and safety.
Once on board, our Global Quality team
perform their own reviews which may
include the supplier being asked to
provide evidence for their management
of ESG issues, including how the
supplier communicates their own Code
of Conduct and grievance policies
across their operations, and how they
conduct audits and act on findings

Our logistics and indirect suppliers of
goods and services, including facilities
management, do not undergo the
Supplier Qualification Programme.
Where we have run a tender process,
we request the supplier provides copies
of policies relsvant to the services that
they supply, which may include those
addressing the [abour practices, forced
labour and child labour (in the case of
service outsourcing or goods
manufacture). We review the policies as
part of the selection process.

In FY23 we continued our membership
of the CDP Supply Cham Programme
and 1nvited suppliers to complete the
questionnaires for CDP Clhimate, Water
Securnty and Forests as applicable

We have been recognised as a Supplier
Engagement Leader by CDP for a fourth
successive year, All companies making
chimate change disclosures to CDP
recelve a Supplier Engagement Rating
{SER), in addition to their chmate
change score, rating them on how
effectively they engage their suppliers
on climate 1ssues.

togo
removed

Scope 3 Greenhouse Gases (GHG) emissions 822,880 tCO.e calculated for

2023

ez 1T 90035

Scope 3 GHG emissions

in FY23 we recalculated our Scope 3
baseline of 2017 and calculated cur 2022
Scope 3 emissions across all categories.
This recalculation fcllows the latest
methodology outlined in our Reporting
Criteria document, and in accordance
with the global Greenhouse Gas

(GHG) Protocol

See our Reporting Criteria document
available on our website for details.

We have a clear methodolegy for
further improving our data capture for
Scope 3 by transitioning to a more
market-based approach with our
partner suppliers and updating using
the most recent ernissions factors.

During the recalculation we re-assessed
the Scope 3 categeries relevant to us
and have determined that our most
matenal category is Purchased Goods

and Services (PG&S} which makes up
65% of our total Scope 3 emissions

Wwe will continue to focus our efforts on
the PG&S category and have set the
following target. We aim for 0% of our
suppliers by spend within the
Purchzsed Goods and Services category
to have sclence-based targets by 2024

Based on our recalculation, we have
now set a more ambitious target to
reduce our Scope 3 emissions by 50% by
2030.

Image

remaoved
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ESG REVIEW continued

SAFE & INCLUSIVE WORKPLACE

HUMAN
RIGHTS

All factories
report against

21

modern slavery
leading indicators

We are committed to raising awareness and improving
processes in our supply chains, and we recognise the
importance, influence and role we have in promoting and

protecting human rights.

Logo
removed

OUR PLAN

Continue to slrengthen our due
diligence process in alignment with
international frameworks, including
the United Nations Guiding Principles
on Business and Human Rights, and
iegislation to ensure we are equipped
to identify, prevent and mitigate
potential human rights risks We have
legal duties to protect and support

. our ermployees

2023

+ Three imternational modern
slavery audits conducted by
ESG team, following a nisk-based
approach while maintaining
a geographical balance

+ Created a Modern Slavery Toolkit
and an escalation process to ensure
all employees equipped with

| necessary knowledge.

g ™~
Behaviours

( N
Link to SDGs

SDG 8 We are
committed to decent

Image
removed
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Governance
* Human Rights Comphance

Working Group
+ Leaf Comphance Working Group
Key policies
+ Health, Safety and Welibeing

Folicy

+ Code of Conduct

* Supplier Code of Conduct
+ Human Rights Policy

+ Speaking Up Policy

+ Fairness at Work Pohcy

ELT sponsors
» Jawvier Huerta,

Chief Supply Chain Officer
+ Pagla Pocci,

Logo work for all and to President, Africa, Asia,
remaved sustalngble Australasia and Central &
economic growth Eastern Europe Region
- O\ J

S

- Launiched new digital human
nghts learning programme for
employees globally

2024
+ Continue to strengthen employee
access to Speak Up channels.
Ongoing due diligence engagement
via our Human Rights Compliance
Working Group.
« Continue to monitor human
nghts leading indicators in our
operations and report on number
of audits completed

I+ align our internal due diligence

process to the European Corporate
Sustainability Due Diligence
Directive and other relevant
European and national laws
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2025

- Consistently maintain campliance
with our 21 modern slavery
leading indicators across all
manufactunng sites

+ We aim for all relevant employees
to understand and access
independent Speak Up channels
and remediation processes

- Continuous monitonng of all our
priority locations agalnst increasing

+due diligence requirements




Qur human rights ambitions

+ Continue te strengthen our due
diligence processes 1n hine with
international framewarks
and legislation

+ Provide further access to our
independent Speaking Up service.

+ Assessing salient human nights
155Ues 11 our priority locations

+ Traning and communications
initiatives to inCrease awareness
of human rights

The key human rights issues that
are particularly relevant to our
direct operations

+ The potential for modern slavery -
which includes forced labour,
domestic servitude and
human trafficking.

-+ Ongowng commitment towards fair
wages and decent work, gender
equity, non-discrimination and
non-harassment, freedom of
association and collective bargaining

Alongside prioritising employee health,
safety and wellbeing, as well as
diversity, equity and inclusion, we
believe that respecting and promoting
human nghts is essential to creating a
safe and inclusive workplace.

@ Hurnan rights topics within our value

chain are covered in the Farmer
Livelihoods & Welfare and
Sustainable & Responsible Sourcing
seLliols, pdyey 55-61.

In compliance with the UK Modern
Slavery Act, every year since 2016,
Imperial Brands has submitted its
Modern Slavery Statement, where we
outline our commitments for the
upcoming year. You can read our

2022 Modern Slavery Statement on our
website. As part of these commutments,
together with Slave-Free Allance, of
which Imperial Brands is a founding
member, we develgped a modern
slavery toolkit to help our colleagues to
enhance their knowledge about modern
slavery, identify its key indicators and
characternstics, respond appropriately
to potential victims, and to escalate and
report any concerns

Strengthening our
due diligence processes

As In previous years, in 2023, Group
Internal Audit assessed modern slavery
contrels and processes as part of our
wider internal factory audits in six
cases: Tarnowo Factory, Radom
Factory, Wilrjk Factory, Congo Factory,
Madagascar Factory and

Skopje Factory.

The ESG team alsc conducted three
internaticnal modern slavery audits,
which followed a risk-based approach

in the Dominican Republic, Spain and
Madagascar. These audits enabled us to
idennty and act on potentially weaker
areas of our due diligence activity and
share best practices with other factories
facing similar challenges Over the last
two years, we have audited six of our
top eight prionty locaticns.

All our factories report their comphance
against cur 21 modern slavery
indicators on a monthly basis This
ensures that our sites are both
managing the risk of modern slavery
and continually improving transparency
through reporting. At Group level, we
monttor compliarnce of each site against
our leading indicators and facilitate the
transfer of best practice.

Simularly, as part of our due diligence,
we closely monitored the latest
developments regarding upcorning
legislation, such as the European
directives covering corporate
sustainahility reporting and corporate
sustainability due diligence Our aim is
to be fully prepared for when these
regulations come into effect to aveid
any potential disruptions in our

value chain

Through collaboration with supply
chain experts, we have improved cur
remediation approach. This included
improving how to identify which
human rights issues would require
esralation and to whom, collecting
evidence, and evaluating the success of
our actions.

In FY23, we re-assessed our salient
1ssues, confirming that we are focusing
on the correct areas, which are child
labour, modern slavery, occupational
health, safety and wellbeing; fair wages
and decent work; non-discrimination
and harassment and gender equity, and
freedomn of association and collective
bargaining. To develop their content,
we collaborated with internal subject
matter experts and aligned our efforts
with the most relevant frameworks and
international standards, like the United
Nations (UN) Guiding Principles on
Business and Human Rights, and the
UN Sustainable Development Goals

In early 2023, we launched a new digital
learning programme on human rights
for our employees worldwide We
believe that improving broader
employee understanding of human
rights will further improve our ability to
wdentify potential abuses we may be

exposed to In our operations This
digital training focuses on explaining
what human nights are, our
commitment and role in respecting
and promoting human rights, how to
recognise the main signs of modern
slavery and, finally, how to report
potential instances of human

rights viclations, hoth internally

and externally

During September, we partnered with
Hope for Justice to host a serles of
informative sessions aimed at raising
awareness about modern slavery
These sessions were conducted in
English, French and Spanish and
covered four continents

In 2024, we will reinforce our efforts to
reduce the risk of modern slavery and
labour exploitation in our operations.
Tao achieve this goal, we will closely
monitor the performance of our

21 modern slavery leading indicators
and provide support for the
implementation of action plans in
manufacturing sites that are not yet
fully compliant. We wall also introduce
these indicators to a selection of
markets and clusters to expand the
scope of our due diligence efforts
Additionally, we will conduct three
modern slavery audits based on our
risk assessment approach and continue
to provide human rights-related
training and raise awareness through
regular communication activities.

4 ™
We take allegations relating
to humnan rights extremely
seriously and are committed
to investigating any potential
human rights 1ssues within
our supply chain and

direct operations.

- J
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—

SAFE & INCLUSIVE WORKPLACE

W

EMPLOYEE
HEALTH, SAFETY

& WELLBEING

Reduced lost
time accidents by

449,

since 2019

(absolute numbers)

We are committed to achieving world-class occupational
health, safety & wellbeing for all our employees.

- N

Behaviours

Logos
removed

OUR PLAN

{Fram a 2019 base year)
2024
- Further roll out of behavioural
sclence in safety
leadership training
+ Design Behavioural Based Safety
Programme Foundations
+ Launch Group standards for safety
leadership routines
= Zero Injury Aspiration campaign
focus on awareness and education
| + Implementation of Wellbeing
Framework and Guidance.

Link to SDGs

Logos
removed

R

SDG 3. Geod health and
wellbeing

SDG 8. Decent work and
economic growth

2025
- 75% of fleet vehicles fitted

with an 1n-vehicle momtonng
system (IVMS)

+ 60% reduction in fleet

collision rate,

+ 100% compliance with the

Health and Safety
Framewaork.

| 2030
+ 75% reduction in lost ime

accident rate (LTA).
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Governance

+ Health and Safety Comphance
Working Group

+ Wellbeing Working Group

Key policies
- Health, Safety and
Wellbeing Policy
+ Health and Safety Frarmework
* Human Rights Policy

ELT sponsors
+ Javier Huerta,
Chief Supply Chain Officer
+ Ales Struminsky,
President, Eurcpe Region
+ Paola Pocci,
President, Africa, Asia,
Australasia and Central &
Eastern Europe Region
+ Kim Reed,
President and CEQ.
Americas Reglon

~\




Commitment

The health, safety and wellbeing of cur
employees continues to be of the
utmost importance to us. We want to
cohtinue to create a working
environment where wellbeing and
safety are absolute priorities, creating a
culture of care

This includes setting granular long-
term targets alongside a broader Zero
[njury aspiration which is part of our
internal Triple Zero campaign. These
chjectives can be achieved when all
colleagues take personal responsibility.
We want to develop a Safety Culture of
Care and 1n FY23 we reviewed and
updated cur Health, Safety and
Wellbeing Policy to ensure safety
responsibilities were clear across all
levels of the business, to link our Zero
Injury aspiration to this pelicy and to
include wellbeing responsibilities and
guidance for all employees.

To support continucus improvement,
we have developed a range of leading
indicators to help us measure
compliance and 1dentify improvement
opportunities. We use these leading
indicators to manage our key health
and safety risks, such as working at
height, operating machinery and
driving safely, to measure compliance
against our Health and Safety
framework which 1s based on a Pian Do
Check Act (PDCA) model. This approach
ensures we focus resources in the
pricrity areas and can effectively
manage risk across all areas of

the business.

In April 2023 we marked the World Day
for Safety and Health at Work by
publishing our new Health, Safety and
Wellbeing Policy Through the active
participation of senior leadership and
the ELT sponsors for the Health, Safety
and Wellbeing pillar, we communicated
the Policy and plans across the
business through varicus channels

and toolkits.

We also reviewed and updated our
Health & Safety Framework which 1s
based on the PDCA model to provide
more focused guidance to our
employees 1o ensure consistency in
approach and good governance across
the business, translated into a vanety of
local languages,

To build foundations for a Group-wide
behavioural safety programme, which
we plan to pilot in FY24

In FY23, 45 leaders in our Global Supply
Chain function wete trained on a
Behavioural Science Course for
Leadership 1n Safety, accredited by the
Institution of Occupational Safety and
Health {I0SH} Additionally, 239 leaders
in Europe took part in training on
impactful safety conversations We
want to prevent accidents occurring
and therefore we need to be able (o
better spot and assess risk.

We trained 3,086 employees from our
Eurepean manufacturing operations on
dynamic nisk assessment, and we are
going to roll out the training for
remaining regions in FY24.

We wnitiated our Zero Injury Aspiration
campaign to educale employees on
various health and safety nisks and
preventative measures. The carmnpaign
includes regular safety One Minute
Lessons, Health & Safety Newsletters
and a Safety Spotlight initiative, to
promaote safety and best practices for a
consistent safety culture

We are improving our processes for
determining the root causes of
mncidents, to aid in a more targeted
approach in addressing and educating
our people. In FY24 we will launch
updated Incident Reporting and
Investigaticn Standards, alongside an
app. for our pecple to report incidents
which will be linked to & dashboard for
better monitoring

In FY23, our vehicle collision rate
reduced by 21% through increased
leadership engagement and local
educational campaigns, which
promoted safe driving practices.

Eight of our sites achieved higher levels
of compliance with the Drive Safe
leading indicators, reaching a global
compliance score of 92% These
indicators set clear expectations and
encourage continuous improvemert in
road and driver safety.

Implementing 1n-vehicle monitoring
systems ([VMS) 1n five additional
markets proved effective. Notably, ltaly
and Taiwan saw a 62% and 51%
reduction in collision rates, respectively,
thanlks to the captured data pinpointing
risk-increasing behaviours and
enabling targeted traning

Our commitment remains steadfast as
we strive to achieve our FY25 target of a
60% reduction in the vehicle collision
rate We will continue enhancing our
vehicle safety initiatives to maintain
momentum and ensure the wellbeing
of our drivers and communities.

Wellbeing

The wellbeing of cur employees 13 of
paramount tmportance This was
confirmed as an ESG priority in 2022,
following the refresh of our ESG
strategy and the outcome of a
materiality assessment

Currently, our employee wellbeing
support 1s managed locally and
includes resilience training, employee
assistance programmes, health checks
and awareness programmes, flexible
working, family-friendly policies and
facilities, and workplace celebrations
and social events.

While larger sites have in-house
occupational health professionals,
others rely on third-party healthcare
service providers Qur goal is fora
consistent wellbeing approach across
the organisation, reflecting our
commitment to mental health and
wellbeing, as outhined 1n ocur new
Wallbeing Strategy detailed below

Our Group-wide Wellbeing

Strategy development

We have sel an ambition to provide
appropriate and prompt support t¢ our
employees, ensuring their wellbeing
at work and reducing the likelihood
of psychological harm due to
workplace factors.

In FY23 we developed a wellbeing
framework to achieve this, co-created
through an inclusive approach
considering the needs of our people
from responses to key questions in our
employee experlence survey and via
employee wellbeing focus groups

This framework provides a clear
structure and guiding principles for

all wellbeing initiatives across the
organisation It also allows for flexibility,
enabling individual regions and
functions to adapt practices to suit their
specific needs and cultural differences

We also benchmarked activities in
wellbeing. By staying informed about
mndustry trends and best practices,
we were able to learn from successful
initiatives implemented elsewhere
and apply relevant strategles to our
owrn organisation

We internally bennchmarked 50 Imperial
locations, finding areas for umprovement
and wellbeing enhancement
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ESG REVIEW continued

To capture diverse perspectives, we

established a Wellbeing Working Group,

which included representatives from
different functions and regions This
approach ensured that gll areas of the
business were involved during the
wellbeing strategy development and
that the final plan resonated with
various stakeholders.

Looking ghead, we plan to establish
clear metrics and leading indicators for
measuring performance 1n wellbeing.
By tracking the impact of cur
initiatives, we will be able (o assess
their effectiveness and identify areas
for improvernent This data driven
approach ensures that our Wellbeing
strategy remains relevant, impactful
and continually evolving to meet the
needs of our people.

HEALTH AND SAFETY PERFORMANCE

In May 2023, together with our
sabihity Employee Resource Group
{ERG), we held two events focused on
the importance of our wellbeing,
specifically targeting anxiety and fear.
An external anxiety specialist delivered
the segsion and our people were
encouraged to share their experiences
with anxiety in and outside the .
workplace, promoting openness and
reducing mental health stigma.

In FY23 47 employees from nine
factories received mental health
training As Wellbeing Champions,
they can now better identify the signs
of stress, anxlety and depression in
themselves and others, how to practise
active listening, and to offer support

through local networks.

We will centinue to develop our
approach and strategy for welibeing
inFy24,

\
Our Wellbeing Plan:

Develop KF[s to measure

our performance.

Foster a mentally healthy

culture by incorporating

these principles into

Pecple Leader training.

» Run regular mitiatives to raise
awareness of mental health
155u€s at work.

+ Enabie local sites to design
and implement initiatives
addressing local wellheing
needs.

Performance indicator Unit 2019 (base 2021 2022 2023 Commentary
year}
Employee fatalities! Number 2 1 0 0 Health and safety remain a prionty for all our employees
Contractor Number &) 8] 0 1 Regretfully, a contractar fatality occurred in Apnil 2023 at the
fatalities? external premuses of the Skopje Factory, North Macedonia. The
impacted person was an employee of the Government-owned
contractor who was performing a routine waste collcetion actiaty
Members of the Number 1 o] 0] O Road safety temains a priority across all our operations
public fatalities
involving Imperial
Brands vehicles'
Lost time accidents  Number 107 BS 57 57 There has been no change in the number of lost ime aceidents
(LTAs)'? compared to last year However there has becn a 44% decrease in
lost time accidents since the 2019 base year
LTA rate!? LTAs per 0.40 027 024 0.30* We have seen an 25% ncrease in our lost tme aceident rate
200,000 compared to last year The number of LTAS stayed the same as
hours last year whilst the number of hours worked has reduced, leading
worked to the 25% increase 1n LTA rate
Durning FY23 we continued to increase the use of leading
indicators to hetter manage risk throughout our operations.
Total number Number 850 573 522 420 We have seen a 20% deerease 1n total aceidents compared
of accidents!'? 1 last year
Accident rate'? Total 3.39 236 2.24 2.24 The total number of accidents compared to last year decreased,
accidents however the number of hours worked has also decreased which
per 200,000 has resulted 1n the accident rate remaining the same as last year
nours
worked
Fleet collision rate Accidents 5.03 385 28 2.29% There has been a 18% decrease in our vehicle accident rate
per million compared to last year. Road safety remains a key prionty for us.
kilometres We adoot global standards for 1oad safery and use our Drive Safe
campaign to promote awareness and influence behaviour
Fleet vehicles fitted % - - 573 46.9 Ewvidence shows thatin vehicle monitoring systems typically
with an in-vehicle lead to fuel reduction and improved safety performance and we
monitoring system will cont:nue 1o test and extend coverage
(IVMS) The reduction ih percentage 1s due to an increase in flect sizen
markets without IYMS and the closure of a market that had {leet
vehicles with [VMS installed.
Compliance with % - - 87 93  We aim to be al 100% compliance with ourt framework standards
the Health and by 2025
Safety Framework
{Manufacturing)
Compliance with the % - - 93 94  We aun (o be at 100% compliance with our framework standards
Health and Safety by 2025
Framework (Sales)
150 45001 % 79 74 7 72 Of the factones in scone, 72% nave certification for the
certification internationa. standard for health and safety at work

F;

(3 aval aale an our weIsrie Jr repart

1 Jurheaith and safety data s for the fu! 2023 {inancia. year
2 Accidents reportec de not include corimuting to ot from wark, or those s.staned by third part.es such as diasnburars,
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SAFE & INCLUSIVE WORKPLACE

DIVERSITY,
EQUITY &
INCLUSION

Scored

92%

on 2022 ShareAction
Workforce
Disclosure
Initiative

We are committed to creating a diverse and inclusive

organisation renowned for celebrating difference, enabling our

people to feel they belong and be their authentic selves.

We will respect, recognise and value the diversity of our

consumers and reflect the communities in which we operate.

]

Image |

i
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Behaviours Link to SDGs Governance
» People and Culture
SDG S Weaim 1o Leadership Team
achieve gender + Employee Resource
Logo Logo equality and a k¥
removed removed | more inclusive Groups (ERGs)
organisation. Key policies
+ Code of Conduct
+ Fairness at Work Pelicy
\ ) \ j » Human Rights Policy
= Suppher Code of Conduct
/__\_’/ ELT sponsors
OUR PLAN + Murray McGowan,
2021 2023 Chief Strategy and
+ Employee Resource Groups (ERGs) + Workplace and Workforce pillars Develepment Officer
setup have been the focus. « Alison Clarke, Chief People and
» Goals set with each Executive Culture Officer
Nov 2022 Leadership Team member, . iy
. Boardlapproved a five-year measuring progress on
ambition for DEI a quarterly basis.
» Launched a self-declaration
campaign called "l Belong”
2027
» Target set to increase
representation of women in senior
management from 28.2% in 2022 to
35% hy 2027
www.impernalbrandsple com 67



ESG REVIEW continued

“We are committed to creating
a truly diverse and inclusive
organisation renowned for
celebrating difference,
enabling our people to feel that
they belong and can be their
authentic selves, hest enabling
the performance of every
colleague - benefiting our
consumers, our business and
our people”.

Alison Clarke,
Chief People and Culture Officer

Creating a more diverse and inclusive
organisation 1s an integral element of
our cultural transformation.

We define diversity as everything that
makes us unique, inclusion as every
individual feeling they belong; and
equity as giving fair treatment and
opportunity to all

At the centre of our efforts have been
our global Employee Regource Groups
(ERGs) which were set up in 2021 Our
ERGs continue to grow their
membership, inferm our DEI priorities,
and raise awareness across the
crganisaticn on key diversity topics.

In Novernher 2022, the Board approved
a five-year DEI Ambition and Strategy

We have defined three strategic pillars,
each with clear KPls.

-Our Workplace focuses on our
environment, policies, practices and
behaviours

-Our Workforce focuses on
representation — the makeup of
our peopie

-Our Marketplace focuses on how we
operate with consumers and ensufing
products and services are sourced from
a diverse supplier base

Our Workplace and Workforce pillars
have been our focus during 2023 Qur
approach has been to set both global
and local goals, mindful of local
legislation and ¢ulture

One priority goal for cur Workplace
pillar is to improve the inclusivity of
our processes, policies and practices
We use assessments validated by
independent expert crganisations
mncluding the Business Disability
Forum, Stonewall and the Centre for
Global Inclusion We have assessed
ourselves against criteria set out by
these organisations and have a clear
view of our baseline against
benchmarks on which to improve,

In addition, we measure employee
inclusion through four DEI-related
guestions 1 our annual global
employee experience survey. Our
commitment is to move towards
high-performing benchmarks,
externally validated by our employee
exXperience pIOVldEI’

In support of developing an inclusive
culture, we are creating further
Interactive tramning programmes for all
employees, to continue to raise
awareness and understanding of DEI
and create strong allyship An ally is
somecne who Is proactive 1n supporting
the inclusion and causes of an under
represerited group whilst not being a
member of that demographic. This
programme will provide awareness and
understanding of allyship and the sxills
and actions required to be an effective
ally The training programmes will be
implemented in the next financial year

Out goals for our workforce have
mitially focused on gender since this is
whete we have robust data We have set
a global goal to increase representation
of women in senior management from
28 2% 2022 1o 3%% by end of 2027
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We have implemented targeted
candidate attraction campaigns and,
in FY24, will introduce digital tools to
support the removal of gender-specific
lanquage from our recruitment
processes and provide

Inclusive recruitment training

for hirng managers

We have broadened the scope of our
annual Global Talent Review to
increase visibility of talent deeper into
the organisation, identifying diverse
individuals we can support and develop
to realise their full career potential.

We launched a self-declaration
campaign called "l Belong” in July 2023,
to access employee data for areas such
as ethnicity, disability and LGBTQ+
Robust data in these areas will inform
future goals and actions.

For the Marketplace pillar we are
assessing our status and the systems
needed 1o measure drversity of
suppliers as part of our suppher
management system. We will
accelerate workn this area duning the
next two fiscal years

While the full achievement of our DEI
Ambition will take time, we now have
the night plans in plans to accelerate
our Progress

Global Employee Resource
Groups

+ Gender ERG

+ Ethnicity ERG

+ LGBTO+ ERG

« Disabulity ERG




DIVERSITY, EQUITY AND INCLUSION PERFORMANCE'

Perfarmance indicatar Unit 2021 2022 2023 Commentary
Female employees in % 40 40 39*  Female representation has remained broadly consistent
the workforce?® across the last three years.
FY23: 6,672 women, 10,412 men, 66 not declared
Female senior % - 29 31 we are committed to increasing representation of
management? women In senior management {Global Grades 3,4, 5)
and have set a goal of reaching 35% women at this level
by the end of FY27
FY23: 186 women, 420 men, 2 not declared
Female Executive % 33 30 30*  Fernale representation on the ELT as at 30 September
Leadership Team 2023 (end of FYZ3} was 30%. There has been no change
(ELT) members in the composition of the ELT in FY23
FY2Z23 3 women, 7 men
Female PLC % 22 40 40* Famale representation on the Board has remained
Board members at 40%. We are proud to have met the 40% target set by
the FTSE Women Leaders Review three years ahead
of schedule.
FY23 4 women, & men
Ethnic minority % LS 20 20 0on 30 Septemnber 2023 {end of FY23), 20% of the
background on Board members identified as being from an ethnic
our Board minornty background.
FTSE Women Leaders % 214 243 26.7* The FTSE Women Leaders Review is the successor to
Review Combined the Hampton-Alexander Review It 15 the UK's
Executive Leadership independent, voluntary initiative aimed at increasing
Team & Direct Reports the representation of women on FTSE 350 beards and
leadership teams. The reporting date :3 30 October 2023
Employee tumover rate* % 10 30 16 Following a spike in FY22 due to divestiture and

business transformation, turmover reduced significantly
inFY23

A Select 2022 data has been independently assured by Feast & Young LLP (LY uader the imited assurance requirements of the 1SaF 3000 standard EY's Assurance Dpinion

15 avarlable on our website

Our reporhing scope and definiuons are detated in the Reparting Crateria document punlished on our website.

1 We recagrise the need to gain more comprehensive employee demographic data in erder to understand the diversity of our emnployee 2ase and drnive inc’usion
“hus wil form a key part of our new DL strategy and wi'l help us measure (where appropriate] ethme minonty. disabiity, LGBTO+ and other key DEl dimensions
2 Baged on employees recorded in Imperial Brands Group Human Resources [nformation Systems, exciuding Logista, contractors and casual labour

3 *’he proporhion of semwar management employees (Glonal Grades 3. 4, 5} recorded as female across Impenal Brands Group, excluding Logista

4 'l'his reflerts a'l employees exciuding those emp.oyed oy 176 Brands and Logista

Image
removed
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TCFD

96%

electricity from
purchased
renewable sources

| Image

removed

TASK FORCE ON CLIMATE-RELATED
FINANCIAL DISCLOSURES (TCFD)

We are now in the
second year of mandatory
reporting against the TCFD
recommendations. In 2021
we made our first voluntary
disclosure in line with the
recommendations, and in
2022 we published our first
detailed disclosures. In 2023,
we have continued to
improve our ¢limate-related
disclosures, recegnising
the henefits of this for
both our stakeholders and
our business.

For more informatich on our

climate change strategy,

please see page 48,
We recognise the importance of
disclosing chimate-related nisks and
opportunities We have reported on our
approach to managing and mitigating
climate-related risks for several years,
within both our sustainability reporting
and CDP disclosures We consider
chmate-related risks and opportunities
In our business strategy and financial
planning, considering exposure to these

risks can occur over a range of time
horizons depending on the type of risk

In the short term, some of our locations
and some of the areas from where we
source our tobacco leaf are at higher

physical risk due to the increased
frequency and intensity of storms,
floods and droughts

In 2022 we conducted the first phase of
a quantified chimate scenarno analysis
with 4°C and 1.5°C pathways (RCP 85
and RCP 2 6), aligned with the
recommendations of TCFD. This work
was conducted in collaboration with a
third-party supplier and a cross
functional group of subject matter
expeits from our ESG, Rigk, Finance and
Governance teams

The scenario analysis takes inte
consideration climate-related physical
and transition nsks as well as
opportunities for the period until 2050.
Overall, 44 operational sites and nine
leaf sourcing reglons, covering 31
countries, were identified for a "deep
dive” nisk and opportunity assessment.
Key sites and sourcinig regions were
chosen dule to their strategic and
financial importarice to Imperial Brands
and we used the third-party Climate 10
tocl for our analysis This tool combines
climate science, macro-economic and
financial information

In 2023, we began the second phase of
the scenario analyses by taking a
thorough analysis into the local sites
identified as potentially at nisk 1n Phase
1, by reviewing their mitigation plans,
fature plans, and helping them identify
local level opportunities. We have also
used this opportunity to provide further
information on how our Spanish
subsidiary, Logista, 1s governing,
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tracking and incorporating the
management of the effects of climate
change mto its strategles. Imperial
Brands' scenario analysic was
conducted with a different
methedolegy to Logista’s as we
separate our business to maintain
commercial sensitivity With the
support of Logista management, we
have reviewed Logista's disclosures
and incerporated them into cur report

We have provided updated climate-
related disclosures in the report

below in accordance with the TCFD
framework's four primary components.
governance, strategy, risk management,
and metrics and targets.

Vo

Lukas Paravicini,
Chief Financial Officer



COMPLIANCE STATEMENT

In accordance with the LSE Listing Rule
98 5(B)R, the Index below sets out
whether Impenal has made disclosures
fully or partially consistent with the
TCFD recommendations and
recommended disclosures, and
summarises where the relevant
disclosures are made

In the table below, we include cross-
references to disclosures made

elsewhere within the Annual Report and
explain the reasons for only partially
complying with some of the [CFD
recommended disclosures. We will
continue to expand on the partially
compliant disclosures in FY24.

supplement cn the use of scenano
analysis, TCFD Guidance on Meltrics,
l'argets, and Transition Plans, and the
TCFD Guidance for All Sectors, as well
as constdering the updated guidance on
Implementing the Recommendations of

in assessing cornpliance with LSE
Listing Rule 9.8.6(8) R, we took into

the Task Force on Climate-related
Financial Disclosures published in
October 2021

consideration the documents referred to
in the guidance notes to the Listing
Rules including the TCFD technical

TCFD Pillar TCFL) recommended Cross-reference Compliance Next steps, other comments or
disclosures statement explanation of partial complhance
Governance a. Board oversight Page72 Compliant  We will continue to evolve our governance cf Chimate
Change, and reflect it in these disclosures
b. Management's role Page 73  (Compliant  We will continue to evolve our governance of Climate
Change, and reflect 1t 1n these disclosures
Strategy a. Chimate-related risks and Page 75 Compliant  We will continue to evolve by including comments on
cpportunitles specific risk areas, particularly in regard to mitigations
11 place.
b. Impact on the Page74 Compliant  We will continue to evolve in line with our strategy,
Organisation's strategy including mitlgation and transition plans
c. Resilience of the Page 76 Compliant  Based on the 2022 scenario analysis we completed an
organisation's strategy internal analysis of our owned operaticnal sites located
in higher physical risk areas as well as an analysis of
our leaf sourcing regions We have detailed local action
plans as well as business continuity plans (BCPs) in
place to mitigate the risk for each location We have also
incerperated Logista in our disclosures
a. Risk identification and Page 77  Compliant  We have put in place local acticn plans for sites and leaf
Risk agsessment process sourcing regions identified with a higher physical nsk
management We will continue to monitor these regions and evolve
our BCPs as the need arises.
b. Risk management Page 78 Compliant  Climate risk management 1s integrated into our Group
Drocess Risk Management framework and we will continue to
monttor this risk and evolve cur processes accordingly.
c¢. Integration 1nto overall Page 78 Compliant  We will continue 1o evelve in line with our Group risk
risk management management evolution
Metrics and  a. Climate related metrics Page 80 Partially We are developing our understanding of how to link our
targets in line with strategy and complhant analysis to specific actions within our strategy.
1l ‘ ‘
sk management process With the updated analysis, we have gained greater
understanding of how we can utilise our climate
change strategy 1n order to manage risks and
realise opportunities, particularly those related to
cost avoldance
In the future, we aim to include metrics on chimate-
related opportunities.
b. Scope 1,2 (and 3) Page 80 Partally We report our Scepe 1, 2 and 3 ermmussions in accordance
GHG metrics and the compliant with the GHG protocol, and its related risks We will
related rnisk continue to explore industry-specific ratlos to achieve
full comphanece.
¢. Climate-related Page B0  Partially We are developing our understanding of how to link our
targets and performance campliant analysis to speciiic actions within our strategy

against targets

With the updated analysis, we have gained greater
understanding of how we ¢an utilise our climate
change strategy in order to manage risks and
realise opportunities, particularly those related to
cost avoidance

We alm to incorperate anticipated regulatory
requirements in the future

www imperialbrandsplc.com kit



TCFD continued

GOVERNANCE

We have integrated ESG oversight and management, including
climate change, at all levels of the business, as illustrated below.

(_

OUR CLIMATE-RELATED GOVERNANCE
RISK MANAGEMENT STRUCTURE

Oversight: the Board of
Directors has oversight
of our chimate-related

risks and opportunities

The Audit Committee

Board of Directors

1s a Board-level
committee.

Second line I I

|

Avudit Committee Chaired
by Non-Executive Director

of defence ESG Committee
Chaired by CEQ

Risk Group _Risk
—- Committee
Chaired by CEO

4

There are two ELT-level committees
responsible for overseeing the climate-
related risk management approach the
ESG Commuttee, and the Group Risk
Cormnmittee. Both report to the Board,
and provide “top-down” insights on
climate-related nsks.

—

Planet Strategy
Group

First line

Global Risk & Internal
Control

Group Internal Audit

—

of defence Environment

Group

Compliance Working

our third line of defence.

—1

For more information

Individual sites/
specific working
groups

please see page 100 on
risk managerment

The secand line of defence 15 held either at
ELT level or functional leadership level
{Planet Strategy Group, see page 73)
depending on the matenality of the nisk
We integrate climate risk and opportunity
into business functions and, as such,
multiple functional meetings report into
ELT-level commuitiees on climate risks

and opportunities

The first line of defence is assigned

Group Internal Audit forms

Third line
of defence

either to members of the Planet Strategy

Group, or to members of the groups

feeding into it, depending on whao is

managing the topic operaticnally.

S

BOARD QOVERSIGHT

The Board of Directors’ main duty 1s to
safeguard our Company's long-term
prosperity The Board considers
chmate-related matters through our
ESG strategy and performance, which
includes management of climate nsk
and opportunity It has endorsed all
climate-related targets including the
nvestments needed to implement
programimes to reduce carbon emissions
and meet our chmate action goals.

To ensure the Board has appropnate
oversight of climate-related risks and
opportunities, it endorsed the formation
of & cross-functional ESG Committee
which 1s chaired by the CEO and reports
to the Beard In FY23 the Board was

72

updated on climate-related nisks and
opportunities three times, following the
ESG Comumittee meetings in March 2023,
June 2023 and September 2023 The
Board has been updated on performance
against our climate-related targets as
well as our climate transition plan
which mciudes financial risk and
opportunity, in order to oversee and
monitor progress In addition, 1t is kept
up todate on chrmate-related risks,
opporturnities and performance via the
monthly CEQ report, and informed of
significant climate-related risks and
opportunities, as reqguired

The Board considers business plans,
including expenditure on climate-related
matters, such as climate-related capital

imperial Brands | Annual Report and Accounts 2023

expenditure through reporting from the
ESG Cornmittee, as well as Board-level
consideration and oversight of

(1} enterpnise isk appetite, assessment
and management, (i1} longer-term
strategy; and (111) the annual budget plan

We have twp Non-Executive Directors
(NEDs) with specific experience in
climate-related matters. Diane de Saint
Victor, appointed to the Board in
November 2021, has been assaciated
with & variety of companies playing a
major role in addressing climate
change This includes serving as an
execullve committee member at one of
the world leaders 1n technology
solutions that help industries in
reducing their energy consumption




Alan Johnson, another of our NEDs,
served from Jjanuary 2021 to November
2U2¢ as the president and chair of the
Boatd at the International Federaticn of
Accountants {IFAC) This organisation
campaigned successfully to establish
the International Sustainability
Standards Beard {ISSB), which was
established at COF26 in November 2021
[FAC is now supporting the new 1S5B
and working with regulators across the
world on the assurance of climate-
related disclosures.

MANAGEMENT'S ROLE

In 2023 we have further mtegrated
climate governance across our
functions, which enables us to bring
together experts and decision-makers
across the organisation

Chimate change is a central topic of the
ESG strategy and is fully covered by the
ESG Committee The Committee is
informed about the performance and
progress of the strategy on a quarterly
basis by the ESG teamn, and other
ternal subject matter experts. The
Committee consists of all members of
the ELT as well as additional senior
management from across the business

The Chief Financial Officer (CFQ) 15 the
executive level sponsor of the climate
change priority m our ESG Strategy
The ESG team is led by the Global ESG
Nireptnr, whn repnrts tn the Chief

People and Culture Officer, and 15 the
secretariat of the ESG Committee The
Sentor Corporate FR&A Manager repoerts
into the Director of Corporate Financial
Planning & Analysis and is responsible
for the long-term financal planming
and alignment of climate-related nsks
and opportunities

In March 2023 we held a Net Zero
Symposiam 1n our London office which
was opened by the CFO and hosted by
our Global ESG Directer. As well as the
formal presentations, the event brought
together topic experts and practitioners
from across our Global Supply Chain,
Procurement, Finance, Corporate and
Legal Affairs as well as valued partners
from insurers, advisers, and leaf
suppliers to review progress and to
debate how we could go further, faster,
to decarhonise, building upon the
positive progress we have made to date.

The Group Risk Committee oversees
the risk management approach and
reporting. It provides reporting to the
ELT and the Board regarding 1ts
assessment of risks to the Group and
the effectiveness of the nisk
management activities to mittgate
those risks. The Group Risk Committee
provides “top-down" insights to the nsk
assessment process as well as
considering emerging nisks and themes
identified in the risk assessment
process The Risk Committee meets at

least three times a year and reviews the
output of the “bottom-up” risk
assessment process twice a year, which
includes climate-related risks The
Group Risk Committee 1s an executive-
level committee chaired by the CEQ, as
1s the ESG Commuittee
@ Please see page 100 for the
governance structure.
The ESG Committee and Group Risk
Commuttee are informed by a matrix of
supporting functions and working
groups The Planet Strategy Group
consists of leaders from across the
business, providing coverage of our
eight material ESG topics wicluding
climate change. The Planet Strategy
Group meets on a regular basis and
directly influences the Company's
detailed ESG strategy Chimate-related
issues in the business are assessed and
managed through the Planet Strategy
Group The group is chaired by the
Global ESG Director and provides

oversight of ESG risks and
opportunities across the business.

f

-

\
THE BOARD & MANAGEMENT'S ROLE AT LOGISTA
The Sustainability Folicy 4/2023 outlines the responsibilities within Logista for the management of sustainability, including
climate-related risks and opportunities. This structure can also be used to explain the relationship between Imperial Brands
and Logista as regards ESG, including climate-related matters
The Board of Directors approved Five employees of Imperial Brands sit The Imperial Brands Global ESG
the sustainability policy. This body on the Logista Beard, the Chief team, responsible for managing
is ultimately responsible for Strategy and Development Officer, the climate risk and opportunity and the
supervising the observance of the Corporate Development Director, the Group-level TCFD report, have
Policy, through the Audit, Control Group Finance Director, the Director prepared this disclosure with the
and Sustainability Committee. of Strategy for Global Supply Chain teams responsible for the
The Board of Directors takes into and the Senior Investor Relations management of climate risk
consideration sustainability i1ssues Manager, all of whom have regard to within Logista
with regard to the determunation of Imperials’ climate change strategy
the risk control and management The Director of Strategy for Global
policy, and the supervision of Supply Chain is also a topic cwner for
the internal information and Chmate Change for Impenal. Any
control systems. climate related risks raised to the
board of Logista are reported to the
overarching Impenal Board through
these representatives, following the
structure set out above.
There also close links between the investor relations team at Logista and those at Impenal Brands
/
www impenalbrandsple.com T3
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TCFD continued

STRATEGY

Following an updated maternahty
assessment in April 2023, climate
change remains one of our most
important ESG focus areas both from
an internal business perspective and

from an external stakeholder
perspective. Our ESG strategy, which
inchides chmate change as a priority
topic area, 1s integral to the delivery of
our business strategy and to the
sustamnability of our business as well as

our approach to this TCFD report

OUR APPROACH
2022

PHASE 1 SCENARIO ANALYSIS

Our procesgs of the assessment of climate-related risks and
opportunities can be described in two phases. Phase 113
based on the initial scenario analysis conducted in
collaboration with a third-party supplier in 2022, In this
first phase, we conducted a quantified climate scenario

aligned with the recommendations of TCFD and the Pans
Agreement, utilising a third-party modelling tool.

The scenario analysis took Into consideration chimate-
relaied physical and transition risks as well as
opportunities in the short, medium and long term for the

\

analysis with 4°C and 15°C pathways (RCP 8 5 and RCP 2.6),

@ “
Key outputs

2023

PHASE 2 SCENARIO ANALYSIS

In the second phase of the scenanoc analysis, conducted 1n
2023, we took a deeper dive into the local sites identified as
potentially at nisk in Phase 1 including leaf sourcing
regions. We reviewed their existing mitigation and their
mitigation and adaptation plans and helped thern identify
local-leve] opportunities for continuous improvement in
climate-related risk management This enabled us to update
the scenario analysis by taking into consideration existing
and planned local risk mitigation and adaptation strategies

(Key outputs

The insights gained from this activity have been used to
enhance the 2022 disclosures As an example, as a result
of local knowledge and risk mitigation already actioned,

\_

period 2022-2050 In line with requirements all analyses
have been considered at least until 2650, with certain
risk types estimated beyond to reflect the increasing
likelihood of climate igsues ariging over a longer term

Imperial Brands' risk time horizon for climate-related
nsks covers 10 years, as recommended by CDP*, and 18
presented in the table on page 75. In order to more
closely align to this time horizon, we conducted a more
in-depth analysis covering the next 10 years, split inte
short (1-3), medium (3-5) and long (5-10) risk honzons
Imperial Brands' financial planning pericd covers three
years and 1s therefore included in the short-term period.

J

The Phase Z analysis also inciudes an additional
physical risk assessment for our factory "La Romana” 1n
the Dominican Republic. La Romana is one of our key
strategic sites but was not included in Phase 1 of the
analysis due to the sale of our Premium Cigar business,
and the change in cwnership in 2022.

the financial risk associated with climate impacts
identified in Phase 1 at our site in Spain has been
neutralised in our 2023 analysis.

Maximum financial impact

The table on page 75 sets out the different
types of risks and opportunities aligned
to Impernial Brands' nisk framework, and
the assoclated maximum financial
impact (MFI). MFl1s defined as the
accumulated maximum mmpact quantum
over 10 years between the 15°C and 4°C
scenarios The MF1 relates to the gross
nsk and assumes no matigation or
adaptation activities by Impenal The
dots represent the degree of significance
of the nsk in each of the ;1 5°C and 4°C
scenarios compared to the total of the
Company asset base These scenarios are
mitegrated into our financial models for
goodwill, and going concern, more details
on this can he found in page 200 (Note 11)

In 2023, we undertoak an in-deptir look
at the highest MFls, and worked
collaboratively with sites to consider the
local mutigations already in place In
addition, these sites, selected on a

risk-basis, have produced action plans
to address the risks

The MFI calculation does notinclude
inflation, nor does 1t take 1nto account
the impacts of future government
policies Risks and opportunities have
been priortised based on the findings
of the scenario analyses

Our approach

In 2023, we integrated Logista further
inte our disclosures Impenal Brands'
scenario analysis covers both physical
and transition risk for Impenal Brands
PLC. In 2023, we reviewed Logista's
approach, undertaken separately with
different methodology, and with the
support of Logista management,

have incorporated their findings

into this report.

Logista quantfied the scenario analysis
with 2°C, and 4°C pathways (RCP 45 and
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RCP 8 5) aligned with the
recommendatians of the TCFD and
recommended disclosures The scenario
analysis takes into consideration
climate-related physical and
transitional nsks, as well as
opportunities in the short (0-3 years),
medium (3-5 years) and long term (more
than 5 years). The Logista analysis
assumes IPCC and [EA WEOQ STEPS-
scenatlos, which are taken into account
for the nisk and opportunity analysis

The separate methodology Used means
that the numbers cannot be integrated
wholly into Impenal Brands' analyses,
which are summarised on the next
page, but are reflected in the text

-profit chanty previousiy known as the
1 Dist.osure Pro ect htps frvrwrw odp netien
7 laternanena Panelon Cimate Change,

and International Cnergy Agency werd

Energy Out.onk




CLIMATE-RELATED RISKS AND OPPORTUNITIES

Maxirmurm Scenario
financal Timeframe matetiality
impact (MF]
calculated Net
over Zero
Type of tireframe Short  Medium Lang by
risk® (£m) (D-2y)  (3-5%) [60y) 15°%C 480 2040 Mitigation through strategy
Physical risks associated with climate change
Chronic Impact of physical hazards Product 15 e (O O O The Group takes out Insurance
{e.g. rivenine flooding) on key supply for the coverage of thiz nsk
assets could lead to a decrease within direct aperations, and
1 asset value maintains business
contingency plans
Chrente drought risk- could lead Product ng* s e e aremeeer O O O The Group takes cut insurance
1o adecrease 1n revenues due 1o supply for the coverage of this nisk
supply chain disruption and 1ts within direct operations, and
effects on production capacity maintains business
contingency plans
Changes 1n tobacco crop yield® Product 34 — e () O O Expected to be parually offset
resulting from chimate change supply by an increase in potental yield
could lead to a decreasen for the growing of tobacco due
revenues due to agricultural to changes In tempeTatures,
supply chain disruption and 1ts and the flexability of the leaf
effects on production capacity sourcing supply chain, allowing
for location selection ona
yearly basis
Acute Inoreased frequency and scventy  Product 54 oammesmmmmms ) O O TheGroup mamiams supply
of extreme weather events supply chain contingency plans and
could lead to a decrease in insurance cover for the
revenies due to supply chain coverage of this nsk within
disruption and its effects on the supply chain. The number
production capacity has been updated tonclude
La Romana assessment which
represents the majority of this
specific MET
More severe hurricane risk” Product ng* e —— O O O The Group maintains supply
could lead to 2 decrease in supply chain contingeney plans and
revenues due to supply chain msurance cover for the
disruption and 1ts effects on coverage of this nisk within
production capacity the supply chain,
Transition risks associated with transitioning to a low-carbon economy
Policy & Increased costs could result from  Delivery 9 e () O (O 1tisexpected that we will
legal emerging requlations such as of ESG mihgate this through our Net
carbon taxation! and the carbon strategy Zero strategy, aiming to be Net
pricing mechanism, predicted to Zero in our direct operations
beginin 2024 by 2030. In FY23 the imipact of
carbon pnicing has been
reassessed to incorporate the
Improved ability of the global
econemy to adapt to transition,
&g through a higher share of
rencwable energy
Market Matenals costs in NTM and Product 268 I () O O Itisexpected that mitigation
tobacco leaf could increase due to Supply will be possible through
mcreases In the operating costs partnership with key suppliers
of supphers and raw materials to dnve change in the supply
This could reduce access to chain before a financal
capital A keyimpact 1s expected umpact occurs
to be from the introduction of
carbon taxation through our
supply chain. predicted to begin
in 2024
Climate-related opportunities
Energy Energy supply costs® could Delivery 36 eeeessssssmm () (O (O TheGroupis prionnsing early
sourcing decrease due to resource of ESG action to hmit costs and
effimency and the use of zero strategy mutigate impact, reflected in

emission sources of encrgy 1n our
direct operations

the step change in renewable
clectneity reporting 1n our
performarnce summary

Impact has been quanufied non-financialy

Cost avoidance from energy transition

In accordance with Imperia. Brands' nisk assessment
* of asset value

o W N —

*Ng= not quantfiabie These nisks have not been guantified due to the comp exaly 1n calculating financmal impact and Lack of teol capamlity Further assessment s required 1n

Assuming no decarbonisation measures are taken by Imperiai Brands

(O Mild change® <0.2%
O Moderate change® (0.2%:-1%
O Significant change® >1%

these areas to develop a ink to financrial impact, ine uding an assessment of matenality when taking imta aceount rutigation and action plans i pace

S

www imperialbrandsplc.com
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TCFD continued

We ensured the range of
potential hazards, from
physical impact to changes
in local or global policy
within transition, were
covered while defining the
assessment’s scope.
Following these analyses,
we believe we are now able
to consider the range of
different possible options in
our operational planning.

For those identified as most likely, or
mest material, we are addressing the
risks directly with action plans t¢
minmise future risk. We believe our
regular reviews and updates of these
analyses to reflect evolning maturities
will help us assess all the possible nisks
for impact, to ensure we are able to
perform and maintain operations.

Physical risk

The scenario analysis has considered
the physical nisk from coastal
inundation, soil subsidence, surface
water flooding, niverine flooding,
extreme wind, forest fire and water
stress to our direct operations and our
tobacco purchasing regions The
analysis predicts that storms are likely
to 1ncrease mn seventy at a rate of 5% hut
despite this 1t is not likely to result in a
significant financial impact at Group
level gver the next decade As shown in
the table on page 75, the work completed
demoenstrates that the business is
relatively unaffected in both climate
scenarios in the short term for physical
risk, both chronic and acute

In the 4°C scenario, the probability of
physical risks in the medium and long
term increases compared to the 16°C
scenario, but financial impact can still be
considered insignificant averall. In our
updated analyses, when viewed by
locatlon in the third-party model, our
leased factory in the Dominican
Republic is affected most by physical
risks. The physical risks identified are
mainly as a result of surface water
flooding Impenat Brands wiil conduct
further on-site analysis to confirm the
presence and severty of the surface
water risk and to identify potential
mitigation Physical risks in other
locations were considered immaterial. [n
total, we assessed our sites for nine
physical nsk types, including soil
movement, coastal inundation and
drought We are not vertically integrated,
50 our tobacco supply chain remains
flexable. While our procurement function
includes support for farmers from the

impacts of climate change, we do not
consider this an asset or supply risk for
most leaf sourcing locations

In 2022, we reported that the most
material physical nsks were assoclated
with a risk of flooding to our site in
Spain Based on local assessment of thus
site I 2023 we were able to fully
mitigate the risk of flooding at site-level
This is mainly dnven by local
governmental action as well as by an
assessment by our global nsurers, FM
Global, who undertock an in-depth
analysis of the local flood 11sk to confirm
our findings. FM Global is the Group's
property damage and business
interruption insurer, providing insurance
to more than 1,000 Imperial Brands sites
around the world. They are a location-
specific insurer which means they
assess the nsk presented at each site
and assign a premium rate per site,

Other physical climate risks, though not
considered material at Group level, are
being momtored locally as part of
Business Continuity Plans (BCPs). This
confirms that cur current approach,
where climate risks are integrated into
local business plans, and denot forma
separate material risk at Group level, will
continue to be most appropnate.

Transition risk

As indicated 1n the table, increased
materials cost represents the biggest
absolute nisk as a result of chmate
change, however, the accumulated value
over the next 10 years is still likely to be
less than 2% of our NTM and tobacco leaf
spend 1f no further rmtgating action

15 taken

This result confirms that our suppliers’
cost base s also likely to increase if they
are not already taking steps towards
becoming Net1 Zero. The analysis
indicates that the increase n material
costs is mostly represented by NTM and
tobacco leaf. Our updated scenarno
analysis considers an overall reduced
global carbon pricing compared to the
2022 scenarnio analysis Thisis due to the
umpraved ability of the global ecanomy
to adapt to transition leadingtc a
smaller degree of sacnfice needed to
decarbonise This results in a reduced
estimated impact on the costs of
matenals due to lower carbon pricing
Impacts on production

Our climate ambitions include targets
for reduction of Scope 3 emissions, and
we are working with key suppliers to
reduce these For rmore informatior,
please refer to the section on Metrics
and Targets on page 83 We anticipate
that matenal costs can be significantly
reduced by meeting our long-term ESG
strategy. paruculatly as we begin to
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4 LA ROMANA - CASE STUDY

Our La Romana factory in the
Derninican Republic manufactures
machine-made cigars. It was
identified in Phase 2 of our climale
scenarlo analysis as the site most
exposed to physical climate risk.
This is primarnly driven by the risk of
surface water flooding To mitigate
the nsk and prevent local damage
the site has put local action plans

I place

The action plans address business
mnterruptions such as local grid
power and water supply
interruptions as well as fires,

and 1nclude the following

+ Emergency generators to provide
power at all buildings
+ Osmosis bltered water storage
tanks at all facilities supporting
two large 10000 and 15,800 gallen
potable water tanks
A large 130,000 gallon tank
dedicated for firewater with
independent water pump It
supplies firewater to hoses inside
each building via a dedicated
supply line.

Additionally, La Romana has built on
its business continuity plan, which
incorporates the following topics

+ Reliance on a 12-week stock of
finished goods at our warehouse
outside the Dominican Republic

+ Short-term relocation of
production capacity to equivalent
manufactunng facihities across
Imperial Brands

= New production machinery
allowing rapid production

normalisation in case of an J

emergency event.




collaborate with partners on Scope 3
emissions As disclosed to CDP 1n 2022
and 2023, we are begirining to develep a
decarbonisation transition plan, detailed
in the ESG performance summary on
our website, which will be expanded to
include policy, energy, technology and
other routes to consider ag part of our
Net Zero strategy

Distribution business risks

The inherent physical nisk identified
with the highest potential impact for
Logista is "heavy precipitation (rain, hadl,
snow or 1ce)’ due to 1ts strateqic and
financial impact affecting key
businesses. The value ¢f this nsk
following implementation of the
mitigation actions is Insigmficant at
both Logista and Imperial Brands level®.
Emerging regulation and technology
were highlighted as the most impactful
transition risks, however, these are not
determined to have a material financial
impact or impact on the husiness,
strategy or financial planning

Impact of risks in financial reporting
Imperial Brands’ long-term financial
planning covers a three year pericd.
Based on the outcomes of this report,
increased physical nsks and transition
risks associated with climate change are
net significant* over this time period. We
do not expect the risk associated with
climate change to be matenal to the
Grouy, willt the laiyes| 1isk expecled Lo
not exceed £10 million for 2024 (and

£43 million over the three-year pencd)
This is related to mcreased operating
costs of NTM and tobacco leaf, with the

calculation based on the MFI resulting
from the 1 5°C scenano. Additionally, we
intend to allocate capital spend for use
in decarbonisation projects based on a
carbon pricing mechanism in FY24.

Currently, given the risks identified
relate to future operational costs we
have no comrmtted habilities with third
parties asscciated with climate iImpact
which need to be accounted for.

For other financial statement areas that
cover a period beyond the financial
planning of three years and beyond
Impenal Brands' chmate-related nisk
time honzon of 10 years, we have
considered the MFI of the material
climate-related risks for the relevant
period of those specific areas For
example: assessing goodwill and
intangible assets impairment
assessment (Note 11) and recoverability
of deferred tax assets (Note 22) We also
included the Directers’ assessment of
climate change impact in the going
concern (page 111} and viability and
assoclated disclosures.

Climate-related opportunities

By successfully implermenting our Net
Zero strategy, we can maximise the
benefits of the green energy transition
and aveid carbon costs across the period
in the 15°C climate scenario We have a
decarbonisation glidepath and transition
plan mapping our emissions to achieve
Net Zero which we expand on in Metrics
and Targets on page 80, in our ESG
Review from page 38, and in our ESG
performance summary on our website.

Our anzlysis shows us that in either
scenarno, our strategic approach should
have a positive effect in managing costs
However, we will continue to monitor
the impact that carbon prices could have
on our cost base and consider the
business’s ability to manage or pass
through some or all the costs. i new
climate-related risks and opportunities
are identified, we are commutted to
aligning our strategy accordingly and
integrating the respective costs 1nto our
profit and loss

Following cur updated analyses, we
currently have confidence that our
chmate change strategy 1s effectively
managing our climate-related risks and
opportunities, demonstrated by the
progress in both physical and transition
risks We will continue to develop our
carbon transition plan, bringing more
clarity to the details underpinning our
Net Zero Strategy.

Assumptions

These physical and transition analyses
assume that no action 1s taken tc
decarhonise in the supply chain or
within our operations. The work also
does not take into account inflation,
consider the impacts of future
government policies or subsidies, or
currently existing mitigation Material
costs include the costs of physical risk
materialising 1n the supply chain

RISK MANAGEMENT

We Integrate climate-related risks and
opportunities in our business strategy
and financial planning. We have
assessed both the physical (climatic)
and transitional {technological} risks

Carbon cost 1s anticipated to increase
from 2024 across our global operations,
primarily as a result of regulation
Especially when viewed in the 1 5°C
scenario, the total cost estimated for
Scope 1 emissions between 2024-2029
for our operations without mitigation
through our Net Zero Strategy is

£21 million

we are able to turn this into an
opportunity by realising our Net Zero
strategy, which should result in
considerable future cost avoidance
implementation of cur Net Zero
Strategy could limit cost increases to
£6 rmullion.

The potential cumulative benefit,
excluding cost of investment, to realise
our Net Zero Strategy 1s up to

k5190 muillicn by 2050

Potential carbon cost of Scope 1 emissions in the 1.5°C scenario

‘000 CBP
6.000 S

5,000

4,000

3,000

2,000

1,000

T T T
2024 2025 2026

® Excluding Net Zero Strategy

7 Net Zero milestones and targets

1 Sigruficance 1s detenmined as greater than 1% of net revenue
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TCFD continued

that may impact our business, and have
integrated them 1nto Gur risk framework
In assigning significance of cimate-
related risks, we refer 1o the MF1 stated
on page 75 Having considered the
analyses we find greater value in
ensuring that climate-related risks and
opportunities are included within our
principal risks, rather than focusing on
climate change as a principal risk 1n
itself. This assessment by each risk
owner ensures that we appropriately
determine true materiality, and integrate
ownership of the assaociated climate-
related nsks into the wider business
With the support of subject matter
experts, risk owners review the potential
¢ause and likelithood of any risk
matenahlising As a business we are
accustomed to managing risk across a
variety of topic areas, including
emerging regulatory requirements
related to climate change, and we apply
the same process for all risk areas

For further infortnation on how we
manage risk, please refer to the risk
section oh page 100.

The Group's formal approach to risk
management includes an update to the
Board on a twice-yearly basis on the
results of the Group risk assessment,
including the Group's principal risks
The Group risk management framewaork
specifies accountability for the
dentification, assessment and
mitigation of nisks throughout the
business and 15 based on the “three lines
of defence” model The first line of
defence is our people in operational
roles, who 1dentify potential risks and
opportunities at an operational level.

\

OUR PLAN
(from a 2017 baseline year)

As explained i the chimate change
section, page 48, we are currently
on track vs Our Plan We continue
to develop our Scope 3 tracking
and reporting.

1 Zur Scope 3 emussions Inzhide the folowing
categories Purchased Gogdsand Serve
Capital gaods Fuel and Energy-related Actuaties
Upstream Transpertation and Distnibution,

Waste Generated in Operations Business Trave
Fmp.oyee Commuting, Downstrearn Transpartation
and Disteoution Use of Sold Products, End of Life
Treatment of Sold Products, [nvestments

The ESG tearn, led by the Global ESG
Director, are subject matter experts and
are part of the second line of defence
They develop apprepriate policy, process
and control stnictures and analyse the
impacts of the nsks upon the business in
line with the Board's risk appetite The
second line of defence provides support
to the first line of defence in the design
and implementation of local mitigations.

The ESG team 1s key 1n assessing
climate-related risks and opportumties
that occur at a local and global level
related to the achievernent of our
chimate targets

Our thurd line of defence consists of
Group Internal Audit who provide
independent assurance over the
effectiveness of the design and
operation of the risk management
framework. On an intermittent basis,
we also commission a third party to
perform its own analyses to vahdate
risks identified by the business.

For this TCFD report we also add a fourth
Line of defence, by seeking assurance
aganst the listing rule by a third party

Due to the long-term nature of chimate-
related risks, and 1n order to formulate
this TCFD report, a cross functional
project team considered acticns relating
to these analyses covering and beyond
the standard nsk timefrarme we typically
consider for rnisk and financial planning.
In accordance with the Listing Rules,
we have taken into account the penied
2022-2080. This allows us 1o build on

the nisks and materiality developed 1n
the third-party analyses, and integrate
them nto our wider Group risk
management framework

CASE STUDY:

Our Manisa factory, the Phalippine
Bobbin Corporation (PBC) and FM
Global 1dentified an elevated risk of
nverine flooding FM's assessment
identified that the flood exposure at
this location 15 the highest 100-year
(high frequency) flood exposure
across Imperial's locations globally
They estimated that in a flood event
waters could rise one metre,
resulting in damage to about 30%

of the site and up to six months’
interruption to business The most
recent loss expectancy estimate was
USS 24 1 mullion for the 10Q-year
flood event.

This finding supported PBC’s
Intention to investigate the
installation of a flood wall which FM
have confirmed would all but
eliminate this exposure Completion
of this additional protective measure
wauld also be key to achieving FM's
highest risk category, a Highly
Protected Risk

N

_/

\

2023

Recalculation of Scope 3!
calculations

and applied for approval by the SBTi
for our new targets in line with the
1.5°C Paris Agreement

Scope 1 & 2 emissions reduction of

65%

included climate metrics in executive
- remuneration for the first time

Achieved a reduction in energy
consumption of

26%
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2024 é kﬂ

Intend to fully assure our

Scope 3' emissions for category 1
Purchased Goods and Services

in 2024

= -

50%

of our suppliers by spend

will set science-based targets
within our Purchased Goods and
Services category

Continue to develop our
decarbonisation plans for sites




R

Physical risk management

Qur insurer, FM Global, conducts an
annual programme of 50 to b0 site visits
concentrating on assessing the perils
insured by FM Global but particularly fire
and natural catastrophe nisks. Where
gaps are identified, FM Global provide
recommendations pricntised according
to loss expectancy.

Local flood maps are consulted where
possible in addition to FM Glebal's own
global flood mapping to determine
possible flood levels. These levels are
then compared with the elevations on
site and possible loss scenarios are
developed for both 100-year and
500-year return events Similarly, with
wind exposures, sites in known high
wind zones receive a mare thorough
wind evaluation locking at the resilience
of the building envelope 1n terms of
uplift pressures on roof systems, debris
impact to building walls and impact of
high winds on other items such as dock
doors. FM Global offers practical
recommendations 1o improve resilience
both through physical improvements
and human element procedures such as
emergency response planning

As examples of the work done to date, 1n
the last five years Imperial has
cormpleted over 30 FM Global natural
hazard recommendations. Completed
recommendations include Lmproving
emergency response plans for flood and
wind evenlts at various sites, securing
roof mounted equipment at the Tampa
FL warehouse, and improving roof
flashing and roof coverings at the
Cayey factory

fraemria 2007 pagenne yoar

2025

100%

of our purchased grid electricity
will come from traceable
renewable sources

Reduce absolute Scope 1 and 2
GHG emissions by more than

50%

For all of our sites we also mutigate the
risk of distuption to supply of product by
having local BCPs 1o place which
includes a list of other Impenal sites
which can take over the manufacture of
product from the high-risk site if
required The cost implications of this
are factored intc the BCP. Actions to
manage risks are priontised based on
the calculated MFI and the ease/cost of
the nisk mitigation strategy

Transition risk management

The transition nisks identified in our
climate scenario analysis are embedded
in the nisk framework and are
comrnunicated with the affected sites
and functions; action plans are being
implemented accordingly, particularly
for the pnmary nsks. carbon taxation for
our operations, and material costs
associated with our products and
packaging, identified on page 75.

Our nen-vertically integrated leaf supply
chain as well as holding ¢ 12 months of
leaf stock supports us 1n mitigating
chrnate-related supply chain
interruption and risk of shortages.

Physical and transition rnisk wathin our
supply chain and direct operations
related to climate change are considered
within our principal risks. This helps us
rmanage and monitor climate risks for
core husiness decisions.

Flease also see our 2023 risk matrix on
page 102 where we demonstrate
climate-related and regulatory risk to be
of high importance to the Group We
integrate our management of these into
our responsible business functions In

the future, Imperial Brands aims to
conduct climate scenaric analysison a
regular basis

Distribution business risk
management

Our global insurance provider, FM
Global, also acts for Logista operating in
the same way as disclosed in the section
above Additionally, Logista states its
methods for managing climate-related
risk with its sustainability policy

These include the Sustainability
Commmittee which 1s responsibie for

the preparation and co-ordination of
the sustainability strategy plans in
co-ordination with Logista's Business
and Corporate Directorates.

The progress of implementation and the
achievernent of the climate-related
objectives set and the assoclated climate
KPls are reported at least twice a year to
the Sustainability Committee

The Corporate Finance Directorate 1s
responsible for implementing
mechanisms to ensure the integnty of
the financial and non-financial
nformation of the Company and its
subsidiaries, as well as control of the risk
associated with the financial and
non-financial risks

-

2030

100%

of the energy sourced for our
operations from renewable sources,
transitioning away from non-
renewable sources completely

Be Net Zero

In our direct operations (Scope 1and
2 GHG emissions)

Reduce

+ Our absolute Scope 3 GHG
emissions by 50%

+ Energy consumption by 25%

2040
Our value chain will be

Net Zero
emissions

(absolute Scope 1, 2 and 3 GHG
emissions}

For more information on all our ESG
targets, including wasle, please refer
10 page 38 or eur ESG Performance
Summary on our website.

www .imperialbrandsple com 9



TCFD continued

METRICS AND TARCETS

Clirnate change 1s our second most
material ESG topic, after consumer
health As such, we have long monitored
the nisks identified for climate change
and put in place intervention or
mitigation reasures where necessary
Cur targets on chimate change represent
multiple business opportunities: there
are cost and environmental benefits to
energy savings, and to efficiency
programmes, today and 1n the future

We are focused on alignment 1o the U's
Sustainable Development Goals, and in
particular support the goals outlined in
goal 7.2, improve energy composition,
and 7.3, reduce energy consumption, As
such, we have had Scope 1, 2 and 3
targets in place since 2019, consistent

Description

with reductions required to limit chimate
warrning 1o 2°C, approved by the Science

Based Targets mnitiative (SBTi). In FY21,
we set our sights ligher and joined the

Business Ambition for 1.5°C Race to Zero
imitiative, a campaign led by the SBTi In

FY23, we applied for approval by the

SBTi for our new targets in line with the

15°C Paris Agreement In FY23, we can
report a reduction in erergy

consumption of 26%, achieving our 2030

energy consumption reduction target

®

For more details on how this
comnmitment impacts our Climate

Change pillar, please see ‘Our plan’ as

well as our previous year's
performance on page 48.

targets, including waste and water,
please see page 38,

®

Target

For more information on all our ESG

In FY23, we have focused on driving
stte-level risk and opportunity planning
on arisk-based approach. These views
have been used to enhance our
disclosures, and form the hasis of our
continued strategy development. Sites
have been asked to develop local action
and decarbonization plans, to manage
nsk and realise gpportunity more
comprehensively We also understand
that our decarbonisation targets rely en
cultural changes within the business, for
example in evaluating energy sourcing
options, or when looking to drive change
within our value chain.

The analyses indicate that our most
material risks are within transiuon,
specifically carbon pricing internally,
and carben pricing externaltly, realised in
ouI 11sing material costs

Oppartunity

Carbon pricing

Our carbon pricing nsk relates to the
likely increase of carbon taxation on
emissions within our operations To
drive our ernissions down, we have
joined Business Ambition for 15°C a
campaign led by the SBT1. This means
we are committed to reaching
science-based Net-Zero ermissions by
2040 Toachieve this, we have reset
our science-based targets for carbon,
increasing our ambition in line with
1.5°C glebal warrming limits and
currently watt for approval by the SBTL

In line wath our 2025 goal: to source 100% of

our purchased gnd electricity from
traceable renewable scurces, we have
continued to priontise decarbonising our
electrig supply, reaching 96% renewable
grid electricity 1n 2023, Reflection of this
performance in our updated analyses

indicated an increased opperturiity for cost

avoidance of £190 million by 2050,
assuming we meet our 2030
decarbornisation targets

We are on track 1o decarborise our direct
operations by 2030. [n FY23 we can report
an emisgions reduction of 65% vs our 2017
baseline We continue to develop goals for
the different areas of our Scope Land
Scope 2 emissions Our development of
local decarbonisation plans for key sites
and sales fleets cantinues to drive tangible
action apd progress against this goal

In order to further suppert our Net Zero
strategy, we have developed an internal
carbon budget to incentivise low-carbon
transition projects to improve energy
efficiency and renewable energy transttion.
The internal carbon hudget 1s based on our
internal carbon pricing, which we intend to
launch in FY24 This initiative pilots an
appreach to more closely link funding with
decarbonisation solutions, and includes an
assessment of climate opportunities

The updated analysis completed within
FY23 demonstrated the extent to which our
decarbonisation strategy protects against
future costs. The potential cumulative risk
mitigation, excluding any cost of investment,
15 up to £460 million to 2050 when compared
with taking no decarbonisation measures in
a15°C scenario.

Materials costs

The rnatenals cost relates to the

likely impact of carbon taxation on
emissions, and the impact of physical
nisks within our value chain Todnve
down emissions within our value
chain, we have an SBT1 approved
supplier engagement target 50% of our
suppliers by spend within Purchased
Goods and Services (PGS) will set
science-based targets by 2024 This
target helps us reduce our Scope 3
ernissiorts and thus is fully aligned
with our 2040 Net Zero ambition. [n our
ESG Review we report that 33% of
suppliers by spend have achieved this
target. In pursuit of this target, we have
identified our partner supphers
contributing 50% by spend of our
Scope 3 category. Purchased Goods
and Services, and will engage with
them in 2024,

In 2023 we have recalculated our Scope 3
calculations and we ntend to fully assure
our Purchased Goods and Services Scope 3
ermissions 1n 2024

Our target to achieve Net Zero 1n our entire

value chain by 2040 is also supported by an
emmission reduction target of Scope 3 of 50%
by 2030 We have strengthened our chmate

dialogue with suppliers within all
procurement areas and are aiming to
continue tc do so This approach benefits
Us 1N varlous ways such as nisk
rmaragement, reduction of Scope 3

ermussions as well as creating opportunities

such as of cost avoidance (page 77). The
re-calculation of our Scope 3 baseline and
our Scope 3 emissions for 2023 provided
greater clarty of data to drive decisions
going forwards.

There 1s an opportuntty to further assess the
resilience of our suppiy chain to help bring
focus to the business to achieve our Net
Zero target Achlevement of the Scope 3
decarborisation target will be important to
limit exposure 1o 11sing raaterial costs,
which are strongly linked te carbon pricing
within the supply chain. Ous first step
towards this has been the enhancement of
the environment-related section in our
Supplier Code of Conduct, which sets out the
minimum requiremnents of doing business
with us and our request to have suppliers
join us to decarbonise

a0 Tmperial Brands | Annual Repert and Accounts 2023



Carbon transition plan for

our operations

Our methodology for caleulating Scope 1,2,
and 3 emissions is comphiant with the GHG
Protocol and we disclose our environmental
performance in CDP. Further details around
our methodology can be found 1n our
Reporting Critenia document. The scope

of targets set includes companies,

entities or groups over which we have
operational control.

In the 15°C scenario 1t 15 likely carbeon taxes
will rise for those using energy sourced
non-renewably Assuch, the energy
transition represents an opportunity for
cost avoldance for those who have already
transitioned to renewable energy. In the
analysis, which assumes Imperial Brands
achieves its Net Zero targets, this is
assessed as £21 mililon (£11 mullion) by 2030
in the 15°C scenario and within the range
£80 muliion te £260 million (£20 mullion to
£55 rrullion) across the period 1o 2050 in
both climate scenarios. The analysis
doesn't include costs to achieve cur Net
Zero targets, such as capex

In 2023, we also included climate metrics In
executive remuneration for the first ime.
Five percent of the bonus opportunity is
split equally between performance on
energy consumption and emissions
reduction. Both of these are set tobe in line
with our decarbenisation plan

In 2024, we will continue to develop our
decarbonisation plans for sites, building out
initiatives to support each site-specific
decarbonisation. In a risk-based approach,
we will also include management of
physical climate risks in this, ensuring that
our sites most at risk of the physical effects
of cimate change include mitigation
activities 1n their decarbonisation plan

For metrics relating to our ESG strategy,
including waste and water, please see our
ESG section, pages 38-69.

There are three recommended disclosures
in the Metrics and Targets section that we
censider ourselves partially comphant with
(a) including climate-related opportunity
metrics; (b} as regards industry-specific
GHG ratios; and (¢) accounting for

avolded GHG emissicns on the entire
product hfecycle,

COur reasons for this are because there are
transitional challenges in obtaining the
relevant data and there is no generally
accepted industry-specific data, though
we continue to monitor develapments in
this area

We alm to expand our disclosures by
including chmate-related cpportunity
metrics in 2024, and providing accepted
industry-specific GHG efficiency ratios,
once applicable practices are gvailable.

Logista

Logista is included 1n Imperial Brands' Net
7eto Target, as it is included within two
categones of our Scope 3: investments and
downstream transportation

Logista has set an annual emissions
reduction target of 2 1%. Over 95% of
Logista’s Scope 1, 2 and 3 are included in
this target.

To reinforce this, Logista has implemented
remuneration relating to performance
against 1ts climate change goals. For
example maintaining its CDP performance
and increasing the distance travelled by
low emissions vehicles by 15%.

Logista is performing an ongoing project to
design an ESG strategic plan, including
climate-related nsks and opportunities. As
a result of this project, new targets and
metrics are expected.

For more information on cur 2023
petformance, and further information on
our current ambitions related to climate
and ESG, please refer to pages 48-51, for
the Scope 3 accounting, our Company
website and our ESG: People and
Performance Summary 2023

This section contains climate-related
metrics and targets that reflect our
current expectations, assumptions
and best estimates availahle at the
relevant time.

The data underlying these and market
practice in relaticn to such disclosures are
likely to evolve over time, owing to several
factors including, but not hmuted 1o, ther

+ evolving nature and impact of climate
change and related policies, regulations,
standards, classification framewaorks and
market developments;

 accuracy and completeness of the data,
methodolegies and assumptions
underlying our metrics and targets,
which may vary depending on the scope,
boundary, defimition and measurerment
of the relevant indicators and activities,
as well as the availability and quality of
external sources and benchrmarks;

- feasibility and effectiveness of our
strategies, plans and actions to achieve
our metrics and targets, which rnay
depend on various internal and external
factors, such as our operational
performance, financial resources,
mnnovation capabilities, crganisational
culture, governance and stakeholder
engagement, as well as the co-operation
and alignment of our partners, suppliers,
customers, regulators and peers; and

+ potential changes in our business
environment, operations, portfolio and
priorities, which may result from
factors such as market conditions,
regulatory requirements, competitive
pressures, technological
developments, customer needs,
strateqic opportunities, and/or
unforeseen events, and which may
require us to adjust, revise or update
our metrics and targets accordingly

Accordingly, undue reliance should not
be placed on these statements, or this
Annual Report more breadly.

5%

of our executive bonus is awarded
for climate performance

Image
removed
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MARKET REVIEW
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As the highly requlated
global market for tobacco
transforms into a more
sophisticated and complex
market for nicotine across
multiple categories, Imperial
is leveraging its challenger
mindset to deliver for
consumer needs and
consumer health.
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OUR MARKET

The combustible tohacco market still
represents USS 880 hillion, and
cigarettes are the largest category, with
more than 5200 bllien consurned each
vear However, the development and
consumer adoption of next generation
products (NGP) over the past decade
has added complexity, and strong
regional nuance to the overall nicotine
market and 1ts regulation

We are a consumer-focused business.
Despite the well-known health risks of
smoking, more than 19% of the world's
adult population still choose to srnoke
Our consumers tell us they value our
products for the mornents of relaxation
and pleasure they provide. Many of
thege consumers now also tell us that
they are looking for potentlally less
harmful alternatives to traditional
combustible products, Qur strategy is to
understand the needs of these adult
consumers, and both to Invest in
priority combustible markets, while
also building a targeted NGP business
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These market developments are not
without their challenges The greater
number of nicotine product categories
introduces supply chain complexity —
which Imperial mitigates using a strong
supplier partnership model [t aiso
introduces regulatory complexity,
which can be harder to mutigate.
However, where regulators allow, the
advent of next generation nicotine
products also provides much greater
consumer choice With that greater
consumer cholce, opportunities are
untocked for a challenger business
with a strong understanding of
consumer needs

For example, many consumers also tel
us they have yet to find a perfect
potentially reduced-harm replacement
for cigarettes. This means we are
seeing a growing diversity of behaviour
with consumers using different
products for different moments in thelr
day Our strategy prepares us fora
market where multiple nicotine
categories coexist Thanks to our
focused mmvestments in transformation,
Imperial 1s now well placed to make a
positive contribution to this wider
market transition.

Differing regional and market
approaches to harm reduction
Regional and market regulators have
diverse policies towards tobacco harm
reduction Public health bodies agree 1t
15 the srmoke created by the burning of
tobacco leaf that contains most of the
harmful chemicais responsible for
smoking-related digease. This is not
always reflected in pohicy Some
governments, such as the UK, New
Zealand, and Canada, accept that not all
nicethne products are equally harmful
and that public health benefits can be
realised at a population level if existing
stnokers transition to potenually less
harmful products, so long as such
preducts do not attract users who
would not otherwise have chosen to
consume nicotine Other governments
do not recognise the benefits of NGP
This 1s often due to focusing only on
concern about a youth access "on-
ramp" which 1s important but which
should not detract from the much
larger - and stientifically substantiated
- value of the "off-ramp’ that NGP

can provide to many mullions of
existing smokers



While jurisdictions that have
implemented tobacco harm reduction
policies have seen positive public
health results, the approach has not yet
captured the support of all regulators,
and 1s not embraced by the WHO. This
is unfortunate. Where pglicies have
been adopted to [imit the development
of the nicotine market to potentially
less harmful alternatives such as
aggressive excise duty or complete
bans, we have seen negative
consequences for both population-level
public health, and the growth of an
illicit trade 1n NGP At the extreme end
is the difference between New Zealand,
where the legalisation of vape
comcided with a steep fall in youth
smoking rates, and Australia,

where there has never heen a legal
domestic market for NGP, yet a black
market thrives.

The traditional cigarette market has
always had national and regional
variation in consumer preferences on
dimensions such as product strength,
product dimensions, flavourings and
blend. Some of these differences have
been deeply embedded in culture, from
the Indonesia kretek to the mid-century
French Gauloises Brunes. Yet the
regional differences in NGP
consumption are more significant, as
they span product category types and
are driven not only by consumer
preferences, but also by regulation,
public health messaging and excise

Regulation and excise

The traditional tobacco market remains
heavily regulated. Such reqgulation
continues to evolve and remains a
significant influence on how we
manufacture, advertise and sell our
products, and how cur consumers buy
and enjoy them. Regulation varies
widely across regions and markets
Nationally, countries such as New
Zealand and Australia have unveiled
comprehensive programmes of new
regulation, while other countries such
as the US and Greece have further
developed product-by-product approval
pathways for the marketing of tobacco
and nicotine products. At a regional
level, the EU is re-examining its
Tobacco Preducts Directive, 115 Tobacco
Advertising Directive and its Tobacco
Excise Directive. Globally, the 10"
Conference of Parties (COP10) to the
Framework Convention on Tobacco
Control (FCTC) 15 to meet in Panama in

November to share 1deas for
accelerating the spread of some of the
most extreme regulatory proposals for
tobacco such as Canada's health
warnings printed on individual sticks,
or New Zealand's generational tobacco
ban, a proposal that has also been put
forward in the UK. A plan to prohihit all
but "very low nicotine"” cigarettes,
proposed but not yet implemented in
New Zealand and 1n the US (where it is
less likely 1n the short to medium term),
will also capture the attention of glebal
public health departments.

Of course, combustible tobacco 1s also
heavily taxed, contributing globally
more than USS 200 billhon to
governments each year, and often seen
as a non-controversial source of urgent
additional government funding. Given
the current economic climate, we
anticipate inflationary pressures are
likely to affect the purchasing power of
some censumers This may mean that
drastic excise rises in the next year
give a higher than usual boost to the
licit trade — to the extent to which
overall revenues could dechne when
rates are increased (the effect of
passing the peak of the Laffer curve).

Imperial Brands supports reasonable
and rational regulation of tobacco and
nicotine products, in some cases going
beyond requirements established in
law. Most notably, our products are for
adult nicotine consumers only. More
infermation on our measures to prevent
underage access can be found on

page 47

While we are supportive of reasonable
excise rates on all products, we believe
NGP which offer potential harm
reduction should be subject to excise
rates at significantly lower levels to
combustible products. We believe
increased affordahility will heip
encodrage smoker transition.

Illicit trade

The prevalence of the illicit trade in
tobacco products means that we face
competition from a crirmnal supply
chawn [lieit tobacco deprnives the
responsible industry of revenue,
deprives governments of vital excise
and deprives consumers of the security
of enjoying rnigorcusly tested, high-
quality products. The illicit trade is a
complex phenomenon, driven by
economic, practical and political
factors Fighting illicit products
requires a co-ordinated appreach from
government and industry. Imperial
continues to work with enforcement
agencies to reduce this scourge, and to
encourage a rational regulatory
framework for potentialiy reduced-
harm products that will prevent other
categories of nicatine products being
targeted by crimunal organisations

Image
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OPERATING REVIEW

e

—

OPERATING REVIEW

To provide a greater focus on
"driving value from our broader
market portfolio” which 15 one of
oul strategic pillars, we have
transferred the management of
out Central and Eastern Europe

cluster from our Europe region to

the Afnea, Asia and Australasia
(AAA) region. Under the
leadership of Paola Poccl, we
have been enhancing our
capabilities and expertise in
managing our smaller markets,
many of which have attractive
margins and the potential to
become platforms for future
growth in combustible tobacco
and NGP. The AAA region will
now be known as AAACE The
affected markets are Poland,
Czech Republic, Ukraine,
Slovakia, Hungary, Azerbayan,
Armenia, Georgla, Moldova,
Croatia and Slovera The

Armericas tegion i3 unaffected by

this change

~
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Ales Struminsky
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President, Europe Region

AT A GLANCE

Tobacco volume

®-8.2%

Tobacco & NGP net revenue*
® +4.8%

Tobacco net revenue*

® +2.8%

NGP net revenue*

@ +40.4%

Adjusted operating profit*

® +2.0%

* Change at consiant cutrensy

Imiperial Brands | Annual Report and Accounts 2023

HEADLINES

Strong financilal performance driven
by strong pricing action early in the
year which offset volume declines

- Leveraging our local Jewel brand
strategy o drive operational and
financlal performance

Positive NGP net revenue
performance with growth across all
categories driven by product
mnovation and new market launches
Successful launch and roll-out of
all-niew vapour device blu 2 0 and
dispasable blu bar

New and improved Pulze 2 0 offering
consumer cholce across four markets
- Adjusted operating proflt growth
reflects strong combustible
performance and increased
investments behind NGP

.

+

Qur results in Eurcpe are driven by
strong combustible pricing, which
helped mitigate mnflationary headwinds
and support 1ncreased investment in
NGP launches. Tebacco velumes were
impacted by macro conditions and
continued pressure on consumer
spending. As expected, the volume
trajectory improved in the second half
of the year. Netrevenue benefited from
an acceleration in NGP revenue growth
(year on year up 45 1% 1 the second
half of the year at constant currency) as
our Imnovation pipeline supported new
product and market launches alorgside
growth in existing markets



Full year result

Change

Constant

2023 2022 Acual turrenty

Tobacco volyme bn SE 899 979 -8.2% -
Tobacco & NGP net revenue £ 3,240 3,039 +65.6% +4.8%
Tohacco net revenue fm 3,020 2,883 +4.8% +2 8%
NGP net revenue fm 220 156 +41.0% +40.4%
Adjusted operating profit £m 1,482 1,447 +2.4% +2.0%

* 2022 higuies restared for the transfer of the Central & Eastern Europe ciuster from Curope 1o AAACE

Strateqic mltiatives in our priority
markets supported our combustible
tobacco performance. In the UK, after
two years of market share growth, we
raised prices early in the period,
causing cur market share to decline as
we balanced market share with value
creation As anticipated, we
experienced some market share
recovery during the second half of the
year We remain confident that our
strategic inlhatives 1n the UK, such as
our local jewel brands, Richmond
Embassy and Regal Signature, have
continued ta gain traction. Our work to
arrest the long-term share declines in
Germany continues with a refinement
in our investment 1in brand equity
building initiatives, In Spain, we
achieved strong price increases while
also gaining market share as our local

Priority market

jewel brand, Nobel, benefited from new
format launches and we refined our
focus on the key sales channels, for
example vending machines

Tobacce volumes declined 8 2% with
consumer buying patterns impacted by
cost-of -living pressures. The elevated
excise regimes in markets such as the
UK and France have contributed to
continuing pressure on volumes.
However, volume declines moderated
in the second half of the year in the UK
Tohacco net revenue was up 2.8% at
constant currency, reflecting streng
price mix of 11.0%, which more than
offset the volume declines.

Wwe delivered a step-up 1n new product
and flavour launches following our “test
and learn” validation with consumers
and market pilots in FY22. Our new
consumer-led partnership model on
NGF product innovation delivered a
range of new products in all three
categories. Pulze 2.0 in heated tobacco
(four markets); blu 2.0 (10 markets)
and blu bar (nine markets) in vapour;
and ZoneX {three markets) and

Skruf Modern (Norway) in modern
oral nicotine,

Tobacco and NGP adjusted operating
profit for the vear increased 2.0% at
constant currenicy, mainly reflecting

the strong tobacco performance
together with increased investment in
our NGP product and market launches

Qur NGP portfolio has delivered
strong net revenue growth, which was
up 40.4% at constant currency with
growth across all three calegories.

Performance

Tobacco share

Germany
18.2% (-80hps)
13% of Group net revenue

Tobacco market size declined 19% 1n the year with some downtrading, together with
a category shift from cigarettes to fine cut tobacco. Our market share declined
although we continue to refine our investment initiatives with the aim of stabilising
our share over time As anticipated, 1t 1s taking time to address our share performance
after more than a decade of underinvestment and share losses. We remain confident
the investment behind these strategic initiatives will enhance our brand equity and
improve our sales force effectiveness. Our brand portfolio remains well positioned
across the key price segments to appeal to a range of consumer needs, which
includes the launch of Paramount to meet consumer needs in the value segment.

We expanded our vapour offer with the launch of blu 2.0 and blu bar during the year

UK
- 411% {-50 bps)
- 8% of Group net revenue

Tobacco market s1ze declined 16 8%, driven by the COVID-19 unwind, inflaticnary
excise increases and manufacturer price increases in the period We increased prices
in Novemnber and again in March 1o pass on the excise increases As anticipated, and
after two years of share gains, these price increases caused us to lose share

However, we recovered some of the market share lost in Hl as we sought to optimise
the halance between managing share and value creation. Our strategic investments
continue to galn traction with our local jewel brand variants of Richmond, Embassy
and Regal Signature performing well — and as we focused on supporting our key
account customers. We grew our NGP contribution in vaping, launching both blu 2.0
and blu bar 1n the peried, supported by innovatien of our flavours in both platforms

Spain
+ 28 4% {+10 bps)
+ 5% of Group net revenue

Tohacco market size dechined 2.6% year on year We were able to increase prices for
the second year in a row, following several years of stable pricing, while also
continuing to deliver share gains. Our market share increase was dniven by
Investments in innevation and brand extensions, such as limiuted-edition packs and
big pack launches for West. We continued to focus on gur portfolio of local jewel
brands with the launch of new, high-quality packs for brands such as Nobel. We aiso
benefited from refocusing our sales force on channels, where we have been under-
represented historically. The launches of blu 2.0 and blu bar have been well received
by consumers and the trade and the blu brand is the joint market-ieading brand by
retail sales value as at August 2023
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OPERATING REVIEW continued

AT A GLANCE

Tobacco volume

® -5.5%

Tobacco & NGP net revenue*

© -4.7%

Tobacco net revenue*

® -4.5%

NGP net revenue*

® -21.4%

Adjusted operating profit*
® +1.9%

= Change at constant currency

Image
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HEADLINES

+ Cigarette share growth up 65 basis
points to 10 7% with gains across all
three of our focus price segments

- Investment in strategic
imtiatives continues to drive
operational improvements

+ Net revenue dechine reflects adverse
product mix in mass market
cigars partially offset by strong
cigarette pricing

+ Mass market cigar perforrance
temporarily affected by wholesaler
inventory movements and market
share pressure

+ NGP net revenue declined as we
prioritised mmvestment in Europe
pending resolution of the FDA’s
Marketing Demial Orders for mybly,
which was vacated in August 2023

- Adjusted operating profit growth
reflects strong cigarette pricing and
cost initiatives to mutigate the
reduction i volumes

Kim Reed
President and CEC,
Americas Regign

We delivered a strong combustible
market share performance in the US
while achieving strong pricing across
our cigarette portfolio This was offset
by a decline in our mass market cigar
volumes due o a temporary wholesaler
destock after they increased inventories
ahead of Hurricane lan in September
2022, This contributed to adverse
product mix which has weighed on our
net revenue performance

Tobacco volumes declined against an
industry volume decline of 8.4% 1n
cigarettes and a 5.4% fall in industry
mass market cigar volumes Market
velumes continue to be impacted by
IMACIO-ECONCITIC Pressure on Consumer
disposable income. Our clgarette
outperformance reflects the
improvement 111 our cigarette market
share of 65 basis points to 10 7% — our
fifth consecutive year of market share
growth Our cigarette volumies also

Full year result Change
Canstant
2023 2022 Actual currency
Tobacco volume bn SE 20.7 219 -5.5% -
Taobacco & NGP net revenue £m 2,812 2,826 -0.5% -4. 7%
Tobacco net revenue £m 2,778 2,784 -0.2% -4.5%
NGP net revenue £m 34 42 -19.0% -21.4%
Ad)usted operating profit £m 1,257 1179 +5.5% +1.9%
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reflect a slight increase in wholesaler
mventorles in the peried, which
mcreased our shipmient voluines by

c 02%

Our market share performance was
driven by three factors. first, the
continued benefit from our investment
in sales execution and brand building;
second, the way we have positioned
our brand portfolio to meet the needs
of consumers, particularly as they
continue to trade down; and third, to a
much smaller extent, the annualisation
of the benefit from our agile respense to
capture share arising from KT&G's exit
in December 2021 We gawned or held
share 1n the three price segments,
where we are focused

On a constant currency basis, tocbacco
net revenue declined by 4 5%, as strong
pricing of around +10% was more than
offset by volurmes down -55% and
adverse mix of around -9% The adverse
mix was drven by the performance of
mass market ¢igars, which accounted
for around -5% of decline. This reflects
the relatively high value, low volume
nature of the category - the revenue
per stick for clgars is around 2 5 times
that for cigarettes Adverse cigarette
mix accounted for the remaining
around -4% adverse mix dnven by

our market share performance in the
deep discount segment and the
successiul capture of the KT&G share
followng thei exil {rom the market

in Decemnber 2021

Our cigaretie share performance partly
reflects our progress in building brand
equity and strengthening our sales
force capabilities For example, our

brand investment behind KOOL
continues to support share growth 1n
lhe premium value segment We
continue 1o improve our sales execution
with our increased sales farce, setting
our "perfect store” concept as the
standard to achieve acress all stores
and working with our key account
customers on joint business planning

As anticipated our mass market cigar
portfolio improved inte the second half
of the year, driven by product
Innovation Over the year, however,
volumes came under pressure driven
by a temporary wholesaler destock,
market share losses and cverall market
size declines The destock followed a
wholesaler inventory build last
September ahead of Hurricane lan,
which affected Southwest Florida
where our Tampa cigar warehouse is
located. Wholesaler inventories have
now normalised The overall category
decreased as consumer buying patterns
changed post COVID Pressure on
consumer spending drove some
downtrading, leading to market share
losses in our premium Backwoods
offering. We believe the outlook for this
category remains positive and we
continue to have a strong brand
presence with Backwoods, a premium
quality iconic heritage brand.

Our NGP net revenue declines
improved into the second half of the
year on a constant currency basis,
declining 21.4% over the full year The
uncertainty caused by the FDA's
Marketing Denial Orders (MDOs) issued
in April 2022 for our myblu products
eased into the pentod end as we
welcomed the unanimous decision on

29 August 2023 by United States Court
of Appeals for the District of Columbia
Circuit to vacate the FDA's Marketing
Denial Order for our myblu pod-based
vapaur portfolio. Our praducts have
remaimed in the market throughout the
appeals process We also completed the
acquisition of a range of nicotine
pouches to facilitate our entry into the
US modern oral market We plan to
launch this range of 14 product variants
under a new brand, which will leverage
the Company's existing US sales force.

Adjusted operating profit grew 19% at
constant currency, reflecting the strong
cigarette pricing and cost initiatives

to mitigate the reduction in volumes,
as well as a year-on-year henefit

(c £30 mllion) from ongeing non-
participating manufacturers’
settlements relating to prior year
disputes under the Master Settlement
Agreement. Although we expect further
settlements over time, we do not
anticipate this level of benefit tc be
repeated 1 the coming financial year.

Image
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OPERATING REVIEW continued

Paola Pocci

President, Africa, Asia,
Australasia and Central &

Eastern Europe

HEADLINES

+ Strong financial dehivery with pricing
discipline and strategic itiatives
offsetting exit from Russia in 2022

@ —6_ 30/0 « Region now includes our Central &
Eastern Europe cluster; comparator
figures have been restated

+ Positive contribution across all
market clusters with improved
consurner msight driving
local initiatives

= Strong tohaceo price mMix across
region offset inflationary
Imput pressures

+ Market share growth n
Australia driven by active brand
portfolic management

+ NGP net revenue growth with launch

I of Pulze 2 0 1n Czech Republic, Poland

and Hungary

) - Adjusted operating profit dehvery
@ +6'2 /0 driven by strong tobacco
performance offset by increased
NGP investment

AT A GLANCE

Tobacco volume**

Tobacco & NGP net revenue* #*
® +5.3%

Tobacco net revenue*, **

® +5.3%

NGP net revenue*

® +10.0%

Adjusted operating profit*, **

= Change atsonstant currenny
= Lxoiuding Bussia in poes year
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The region delivered a strong
operational and financial performance
which offset the impact of our decision
to ex1t the Russian market in April
2022 The contribution from Russia in
the prior pernod 1s outlined in the table
on the opposite page

Our results benefited from a strong
focus on pricing discipline across the
region, which offset inflationary
pressures on input costs, our improved
consumer insight and revenue growth
management tools provided by cur
Global Consumer Office Additionally,
we maintamned a disciplined and
targeted approach to our investment in
sales execution and marketing in line
with our strategy to revitalise cur
pnigrity markets and to drive value fram
our broader market portfolio

The region includes one priority
market, Australia, where we continued
to innovate our preduct offer enabling
us 10 deliver an improverment in market



Full year result

Change Change

Constant Excluding

2023 2022 Avlual currency Kussia at cc

Tobacco volume bn SE 87.4 1017 -13.6% - -6.3%
Tobacco & NGP riet revenue £m 1,960 1,928 +1.7% +2.3% +5.3%
Tobacco net revenue £m 1,949 1,918 +1.6% +2.2% +5.3%
NGP net revenuye £€m n 10 +10.0% +10.0% +10.0%
Adjusted operating profit fm 844 815 +3.6% +5.5% +6.2%

= 2022 figures restatad for the transler of the Gentra. & Dastern Lurape ¢ uster from Futope to AAA (now known as AAACE} The change excluding Bussia removes the FY22
sontnbution from Russia of ¢ 8 b ST volumes £56 milion of net revemie and £5 rullion of ad;usted operating prafit There was £0 mitlion of NGP net roventre 1n Russia

share against a highly competitive
market backdrop with record levels of
illicit trade. We refined our approach to
revenue growth management to
optimise value creation across our
portfolio with a clear brand offering at
each of the key price poinis This has
supported our decisions on pricing and
product innovation, for example line
extensions of cur Lambert & Butler
brand in the lowest pricing segment
enabled us 1o adopt a clearer pricing
strategy for Parker & Simpson in the
value segment We also reshaped how
we support our customers to drive
improved availability while enhancing
our financial performance.

As we look to drive value from our
wider market portfolio, we transferred
the management of our Central &
Eastern Eurcpean markets from Europe
to this region Given their sumular
characteristics, these markets now
benefit from being under this regional
leadership team which has enhanced
capabilities and expertise to manage
our portfolio of smaller markets to
unleck value and become platforms for
future growth

In our African markets, pricing gains
more than offsel weaker volumes as

Priority market

consumer spending was affected by the
rising cost of living and there was an
increase in illicit trade 1n some
countries Our renewed consumer focus
underpins the management of our local
jewel brands, such as Fine n [vory
Coast and Hamilton in Burkina Faso,
and our international brands, such as
News in Madagascar With a wide
variety of consurner preferences across
these markets, this insight enables

us to prioritise how we utilise the
diverse brand portfohos for each
country to meet the differing adult
consumer demands.

In the Middle East, markets such as
Kuwait benefited from borders
reopening and we exercised strong
pricing discipline combined with a
more rigerous go-te-market approach
Our global brand Davidoff resonates
with local consumers and performed
well in Kuwait Davidoff also has strong
brand loyalty in Taiwar, though
volumes here were impacted by lengthy
local COVID-related travel restrictions
and the competitive dyrniamic which
made pricing gains tougher

Fricing was stronger across the
majority of our Central & Eastern

Perfarmance

Eurcpean markets, which more than
offset volume dechines to support
financial delivery

Tobacco volumes declined 13.6%
primarily driven by cur exit from
Russla. Excluding Russia, volumes
declined 6 3% However, strong price
mix (+11.7% ex Russia) more than offset
volume declines to grow icbacco net
revenue hy 5.3% ex Russia on a constant
currency basis.

NGP net revenue grew 10 0% in the
period reflecting product and market
launches during the year Following our
successful trial of our upgraded Pulze
2.0 device, which validated our
consumer proposition, we launched our
new heated tobacco device in Czech
Republic and two additional markets of
Hungary and Poland This was
supported by an expansicn in our 1D
stick offering with new flavour and
limited edition crushball launches.

Adjusted operating profit grew 5.5% at
constant currency drniven by a strong
tobacco performance in Australia,
Africa and the Middle East These
more than offset increased NGP
investment to fund new product and
market launches Excluding Russia,
adjusted operating profit grew 6 2%

at constant currency.

Tobacco share

Australia
+ 32.1% (+10 bps)
« 4% of Group net revenue

Market size declined 15 6% with the pressure on consumer affordability as wel] as
record levels of illicit trade. However, we grew share, revenue and profitin Australia
as we continue to actively manage our portfolio of brands, applying revenue growth
management technigues to optimise the value creation while managing our overall
market share delivery. Our performance henefited from innovation with line
extensions in Lambert & Butler in the fifth price segment, which created a clearer
price segment architecture for cur portfolio, This enabled us to deliver strong pricing
with Parker & Simpson. We also launched JPS Evolve for both cigarettes and fine cut.
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OPERATING REVIEW continued

&

\¢

AT A GLANCE

Gross profit*

® +36.4%

Adjusted operating
profit excluding eliminations* **

® +17.3%

Adjusted operating margin
excluding eliminations*, **

© -339bps

Adjusting operating profit
including eliminations* **

@ +17.0%

* {hanges a! constant currency
- Elmninaticns resale to sa es of tobacco and
NGP product to Logista that are si'_hedin
their inventary

HEADLINES

Gross profit includes contributions

from recent acquisitions

Acquisitions supportt strategy to

accelerate growth i European

non-tobacco-related businesses

- Better than expected adjusted
operating profit includes strong
contribution from profit on Inventory
vs prior year

Distribution consists of our 50 01% stake
in Logista Logista 1s a Spanish-listed
distributor of tobarco and other
convenience products as well as
providing services such as freight,
parce] and pharmaceutical logistics It
operates an end-to-end distribution
model that covers the full value chamn
from collection to point of sale, and
covers over 200,000 points of sale
across Southern Europe.

The results inctude the incremental
financial contnbution from the
acquisitions of Herinvermol S.L | trading
as Transportes Bl Mosca' (73 3%) and
Carbaé Collbalallé S L. (100%), which
were not in the prior year period, and
Speedhink Worldwide Express B YV
(70%), which was included from

o0 Imperial Brands | Annual Report and Accounts 2023
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February 2022 The acquisitions are in
line with Logista's strategy to
accelerate growth i European
non-tobacco-related businesses, which
now comprise over 50% of ecenomic
sales Following the 60% acquisition of
Transportes El Mosca (a Spanish-based
internaticnal transportation company’
in Qctober 2022, Logista mcreased its
stake 1n the business to 73.3% in August
2023 This is in accordance with the
original deal which enabled Logista to
increase the stake in Transpertes El
Maesca to 100% over the three years
from the date of the original deal
Logista 1s now the second largest
temperature-controlled transpertation
company in Spain, with both maritime
and road transportation assets Carbg
Collbatallé, acquired in October 2022,
brings specialisation 1n frozen and
refrigerated transportation in the food |
segtor in Spain and Speedlink, acquired
in February 2022, a Dutch express,
couner company, expands the B2B
parcel business

Gross profit — Gross profit at

£.,466 million was 36 4% higherona

constant currency hasis with strong

underlying performance across the }



Full year result

Change

Canstant

2023 2022 Actual currenty

Distribution gross profit* fm 1,466 1,046 +40.2% +36.4%
Adjusted operating profit £m 306 254 +20.5% +17.3%
Kd]usted operating profit margin % 209 243 -341bps -33%bps
Eliminations £m 2) m -100.0% -100.0%
Adjusted operating profit (inc. ehminations) £fm 304 253 +20.2% +17.0%

* Lustibution gress prelit s Distnbution revenuce less the cost of distniouting praducts This was previousiy referred to as Disinbuhion net revenue

three key regions {lberia, France and
Italy), further enhanced by the
contribution from acquisitions

in Iberia, growth in gross profit was
driven in part by tobacco and related
products, with the former benefiting
from manufacturer price Increases in
Spain which also led to a higher profit
on inventory than 1n the pricr year The
transport services recorded a strong
growth year on year, partly as a resuit
of the integraticn of the new
acquisitions. In the long-distance
segment, Logista Freight recorded
single digit growth including the
integration of Transportes El Mosca
(100% consolidated with 73 3% stake). [n
the industnal parcel segment, Logista
Parcel continued to benefit frem
improving demand for its services and
has started tninteqrate with the Carho
Collbatallé network. Growth in the
parcel delivery business benefited from
the acquisition of Speedlink (70%) and
from single digit growth in Nacex
business. Pharmaceutical distnbution
continues to expand both its customer
base and product offering

In Italy, gross profit was supported by
good performance in tobacco and NGFP
volumes together with strong growth in
convenience preducts, driven by
disposable vaping products In July
2023, Logista announced the
acquisition of Gramma Farmaceuticy a
pharmaceutical distribution company
in ltaly, representing the first stage of
our expansion into the pharma
segment in Italy.

In France, gross profit was impacted by
tobacco volume declines, following the
exclise tax increase mid-year with
subsequent price 1ncreases by the
tobacco manufacturers, which led to a
profit on inventory much higher than in

the prior year This was offset by the
positive performance in convenlence
product distribution, driven by the
growth in disposable vaping products

Operating profit — Adjusted operating
profit margin reduced by 333 basis
points at constant currency as the
acquired businesses diluted Logista's
strong pre-acquisition margins, After
eliminations, the adjusted operating
profit contribution to the Group
ncreased 17.0% on a constant currency

basis, driven by the acquired businesses
and a strong contribution frem profit on

inventory In Spain and France
following manufacturers’ price
increases in the period. Restructuring
charges of €14 million were included in
adjusted operating profit. This is in line
with our policy on adjusting items
where restructuring charges are now
not recognised as an adjusting item
after FY22

Cash — In line with the rest of Impenal
Brands, we continue to benefit from an
inter-company cash pooling
arrangement with Logista, which
further enhances the Group's liquidity
On a 12-month basis, the daily average
cash balance loaned to the Group by

Logista was ¢.£1.8 billion, with
movements in the cash position during
the 12-month period varying from a
high of c.£2.3mlhon to alow of

¢ £0 9 billion, primarily due to the
timing of excise duty payments. At

30 September 2023, the loan position
was ¢ £2 0 billion compared to

¢ £2 1 billion at 30 September 2022,
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SUMMARY FINANCIAL INFORMATION

Volumes#*

® -7.1%

led by declines in market size, offset by
market share gains

Reported operating profit

® +26.8%

reflecting impact of exit from Russia in
prior year

Reported basic ERS

® 252.4p

an increase of 52.1%

Adjusted operating
cash conversion

® 92%

2022: 102%

* Lxzuding Bussia

Tobacco & NGP net revenue*

® +1.4%

at constant currency, driven by robust
tobacco price mix and NGP growth

Adjusted operating profit*

® +3.9%

at constant currency, driven by tobacco
pricing and Logista, offset by increased
NGP losses

Adjusted EPS*

®278.8p

an increase of 4,3% on a constant
currency basis

Adjusted net debt/EBITDA

® 1.9x

2022: 2.0x

92 Imperial Brands | Annual Report and Accounts 2023

Lukas Paravicini
Chief Financial Officer

This year's financial results reflect
the improving returns from our first
year of the growth phase of our
five-year strategy

On a constant currency basis, tobacco &
NGP net revenue grew 1.4% excluding
Russia, reflecting strong tobacco price
mix and NGP growth Group adjusted
operating profit rose 3.9%, on a constant
currency basis Including Russia,
ipbacce and NGP net revenue grew 0.7%
and Group ad)usted operating profit
rose 3 8% on a constant currency basis

Reported revenue declined -0.2%
reflecting lower excise partially offset
by higher Logista revenues. Reported
operating profit increased 26 8%
primarily driven by non-recurrence of
exit charges related to the Russian
asset disposal (£399 million) in the
comparator period

Cash generation remains a key focus
and has supported the delivery of

£2 4 billion of free cash flow, with 92%
adjusted operating cash conversicn.
The strong cash generation has enabled
us tenvest behund our strategy, return
£2 3 bilhon to shareholders via dividend
and share buyback and to reduce
reported net debt by £0 1 billion to

£8 4 billion with adjusted net debt/
EBITDA ir line with expectations,
reducing by 0 1xtc 19x1in FY23



On a reported basis, cash flow reduced
year on year due to the £1 0 billion
share repurchase.

The strong free cash flow generation
enables us to invest behind the
strategy. a strengthened balance sheet
and return capital to shareholders

SUMMARY INCOME STATEMENT

We have announced a further share
buyback of up to £1.1 billion of shares
dunng FY24 This s a 10% increase on
last year's £1.0 billien buyhack, where we
repurchased 52,107,043 shares, or 5.5%
of our share capital in FY23. In support
of our progressive dividend policy,

we are also increasing our dividend per
share of 4.0% for FY23

We anticipate our growth phase will
continue for the remainder of cur
five-year strategy as the business
capitalises on the gains and
investments we have previously made

Reported Adjusted

£ million [unless otherwise indicated) 2023 2022 2023 2022
Revenue/net revenue/gross profit*

Tobacco & NGP revenue/net revenue 21,656 22,795 8,012 7,793

Distribution revenue/gross profit 10,819 9,756 1,466 1,046
Operating profit

Tobacco & NGP 3,106 2,472 3,583 3,441

Distribution 298 212 306 254

Eliminaticns (2) m (2) ]
Group operating profit 3,402 2,683 3,887 2,694
Net finance costs (298) ma (410) (326}
Share of profit/(losses) of investments accounted for using the equity method 7 (15) 7 9
Profit before tax 3.m 2,551 3,484 3,377
Tax (655) (886) {781} (755}
Profit for the year 2,456 1,665 2,703 2,622
Earnings per ordinary share (pence) 252.4 1659 278.8 265.2

Dividend per share (pence)

146.82 17

146.82 14117

= Reported revenue ineludss duty, similar items, distribution and sale of penphera. products. which are excluded from net revenue, net revenue corprises reported revenus
iess duty and simuar tems exeluding sale of penipheral products and distnbutien revenue Distnbutien gross profit1s Distubution revenuce less the cost of distributing
praducts This was previously referred to as Distribution net reverue

Impact of Russia exit

On 20 April 2022, we announced the
transfer of our Russian business tolocal
investors, This has affected the
year-on-year perfermance comparison
in these results. We provide below the
contribution from our Russian business
in FY22 for key metrics in order to
facilitate comparison between the two
periods; we have also provided
year-on-year comparisons including
and excluding Russia

F¥22 Russia contribution Russia

Tobacco volume bnSE 7.8

Tobaceco & NGP net

revenue £m 56
Tobacco net revenie fm 56
NGP net revenue fm -

Adjusted operating profit fm 5

Alternative performance measures
(APM)

When managing the performance of our
business we focus on non-GAAP
measures, which we refer to as adjusted
measures We believe they provide a
useful comparison of underlying
performance from one period to the
next, as GAAP measures can include
one-off, non-recurring items and
recurring items that relate to earlier
acquisitions. These adjusted measures
are supplementary to, and should not be
regarded as a substitute for, GAAP
measures, which we refer to as reported
measures. The basis of our adjusted
measures is explained in the accounting
policies accompanying our financial
statements and the APM section within
the Supplementary Information.

Reconciliations between reported and
adjusted measures are included in the
Supplementary Information.
Percentage growth figures feor adjusted
results are given on a constant
currency basis, where the effects of
exchange rate movements on the
translation of the results of our
overseas cperations are removed.

While we believe that adjusted
performance measures can provide
helpful information which supplernents
reported measures, we are also aware of
the need to ensure that an appropriate
balance is maintained between the two
sets of reporting metrics, with adjusted
disclosures not being given greater
prominence than GAAP measures This
year, we have included adjusted
performance measures to exclude cur
exit from Russia in April 2022
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GROUP FINANCIAL REVIEW continued

GROUP RESULTS - ADJUSTED CONSTANT CURRENCY ANALYSIS

Full year Full year
ended 30 Constant ended 30 Constant cc change
£ million Septemher Foreign currency  September currency excluding
(unjess otherwise indicated} 2022 exchange  movement 2023 Change chahge Russia®
Tobacco & NGP net revenue
O Eurape 3,039 56 145 3,240 6.6% 4.8% 4.8%
O Americas 2,826 120 {134) 281 {0.5)% (4.7)% ([4.7)%
O Africa, Asia, Australasia and Central & Eastern Europe 1928 02) G4y 1,960 1.7% 2.3% 5.3%
Tobacco & NGP net revenue 7793 164 55 8,012 2.8% 0.7% 1.4%0
Tobacco & NGP adjusted operating profit
O Europe 1,447 B 29 1,482 2.4%0 2.0% __ 2.0%
O Americas 1,179 56 22 1,257 6.6% 1.9% 1.9%
O Africa, Asia, Australasia and Central & Eastern Europe 815 ne) 45 844 3.6% 5.5% 6.2%
Tobacco & NGP adjusted operating profit 3,441 46 96 3,583 4.1% 2.8% 2.9%
Distribution
Gross profit 1,046 40 380 1466 40.2% 36.4% 36.4%
Adjusted operating profit including eliminations 253 8 43 304 20.2% 17.0%  17.0%
Group adjusted results
Adjusted operating profit 3,694 54 139 3,887 5.2% 3.8% 3.9%
Adjusted net finance costs (326) (22) B62) (410) 25.8% 19.1% 19.1%
Adjusted eps (pence] 265.2 2.5p LiAT 278.8 5.1% 4%,2% 4%.3%
*  Censtant cureency movemeni excluding Russia
Volumes, Tobacco & NGP net revenue Adjusted operating profit
bn SE {actual FX rate}, £Em factual FX rate), £m
7.8%
38.1%
32,45
() Europe 89.9bn SE QO Europe £3,240m O Europe £1,482m
6—Ar:ericas 20.7bn SE O Americas £2,8?; O Americas £1,25%m
O AAACE 87.4bn SE O ABACE £1,960m O AACE £844m
Q__Distribuliun £304m
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SALES PERFORMANCE

Reported revenue

® -0.2%

Tobacco & NGP net revenue*

® +1.4%

* excluding Bussia, al constant currendy

Reported revenue declined -0.2%
reflecting lower exnise die 10 volume
declines partially offset by higher
Logista revenues.

Tobacco & NGP net revenue grew
+1.4% at constant currency excluding
Russia, comprising +0.7% from
tobacco and +26 4% from NGP,
including Russia, net revenue grew
by +0 7%

Tobacco volume was down -7.1%,
reflecting declines acress Europe,
Americas and AAACE as a result of
pressure on consumer spending;
including Russia, tobacco volumes
were down -10.4%.

+ Aggregate market share growth in
our top-five priority markets of
+10bps (FY22. +35bps).

Tobacco price mix was strong at

+7 9% due to positive pricing.
Including our exit from Russia, price
mix was up +10.4%

+ NGP net revenue increased +26.4% at
constant currency, led by product
and market launches in Europe and
AAACE, offsetuing continued declines
1n the USA.

+ Translation FX was favourable at
+2 1% due to average sterling
weakening against the dollar
and euro.

1.4% 2.1% 3.5%
L 1 I
£7,793m £(56)m £7,737m £(538m £584m £55%m £7,848m E164m £8,012m
FY22 Tobacco Russia FY22 Tobacco Tobacco Tobacco NGP FY23 Constant  Translational FX Y23 Tobacco &
& NGP net & NGP net revenue volume price/mix net revenue currency tobacco & NGP net revenue
revenue (ex-Russia) NGP net revenue
OPERATING PROFIT - Reported Group operating profit of - Tobacco adjusted operating profit

Reported operating profit

® +26.8%

Group adjusted operating profit*

® +3.9%

*  excluding Russia, at constant currency

£3.402m increased by +26.8% primarily
driven by non-recurrence of exit
charges related to the Russian asset
disposal (£399m) in FY22.

Adjusted Group cperating profit
increased +3.9% at constant currency

and excluding Russia, driven by Logista

performance and strong tobacco
pricing offsetting tobacco volume
declines and increased NGP losses
Including Russia, Group adjusted
operating profit increased +3 8%.

increased by +4.1% at constant
currency and excluding Russia,
reflecting streng pricing offsetting
volume declines. Including Russia,
tebacco adjusted operating profit rose
+3.9% at constant currency

« NGP losses increased +48.3% at
constant currency as we increased
investment behind product and
market launches

= Translation FX of +1.5% reflects
average sterling weakening against
the dollar and euro.

3.9% 1.5% S5.4%
£3,694m £(5Im £3,689m £143m E(42)m £43m £3,833m £54m £3,887m
F¥22 adjusted Russia FY22 AOP Tobacco NGP losses Logista and elims FY23 adjusted Translatian FX FY23 adjusted
operating profit (ex-Russia) perfarmance operating profit at operating prot

canstant currency
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GROUP FINANCIAL REVIEW continued

EARNINGS PER SHARE - Reported EPS increased +52.1% 10
2524 pence driven by higher reported
operating profit and areduction in

Reported EPS tax charge relating to favourable

FX movements

Adjusted EPS was 278.8 pence, up

+4 3% at constant currency and
excluding Russia, due to Increased
adjusted operating profit and a lower
share count as a result of the share
buyback programme, offset by higher
finance costs and minority interest
costs, the latter reflecting higher

® +52.1%

Adjusted EPS*

® +4.5%

+ excluding Russia, at constant currency.

growth at Logista. [ncluding Russia,
adjusted EPS grew +4 2%

4.3% 0.9% 5.2%
— — =
—_— L ’ l
265.2p (0.4)p 264.8p 15.1p (6.6)n 0.9p (2.0 7.0p 276.3p 2.5p 278.8p
FY22 Russia Fr2z2 Operating Interest Minarities & Tax Number of FY23 Translatian FY23
Adjusted EPS Adjusted EPS grofit Jv shares Adjusted FX Adjusted EPS
ex-Russia constant
currency EPS
SUMMARY CASH FLOW STATEMENT
Reported Adjusted
£ millien (unless otherwise indicated) 2023 2022 2023 2022
Group operating profit 3,402 2,683 3,887 3,694
Depreciation, amortisation and impairments 632 660 270 244
EBITDA 4,034 3,343 4,157 3,938
Loss on disposal of subsidiary 1 428 - ~
Profit on disposal of assets (39) - - -
Other non-cash movements 70 56 7 20}
Operating cash flows before movement in working capital 4,066 3,827 4,164 3,918
Working capital (347) 40 (347) 40
Tax cash flow [550) (681) (590) [(681)
Cash flows from operating activities 3,129 3,186 3,227 3,277
Net capital expenditure {254) 77N (254) 77
Restructuring - - (98) [@an
Cash interest (407) (358) (407) {358)
Minority interest dividends 104) (89) Q04) 85
Free cash flow 2.364 2,562 2,364 2,562
(Acquisitions)/disposals na3) 14 (183) 14
Shareholder dividends 1,312} (1,320) (1,312) 1,320)
Share buyback (1,006) - (1,008) -
Purchase of ESOT shares - m - M
Net cash (outflow)/inflow 037 1,255 (137) 1,255
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CASH FLOW

Cash flows from cperating activities
were £3129 mullion
(2022 £3,186 million).

As antigipated, capital expenditure of
£254 million was also higher than the
prior year (2022, £177 million) and 1s
anticipated to increase in 2024 to

within an expected range of

£300 mullion 1o £350 million. Lhe
increased capital expenditure 1s
supporting projects to drive simplified
and efficient operations in line with cur
strategic plan

Adjusted operating cash conversion was
Y% (2022 LU2%) on a l4-month basis

£ million (unless otherwise indicated) 2023 2022
Adjusted operating profit 3,887 2,694
Cash flow from operating activities post capital expenditure pre interest and tax 3,563 3,781

92%o 102%

Adjusted operating cash conversion

Free cash flow of £2,364 million

(2022: £2,562 million) was below the
priar year primarily due to the lower
cash flows from operating activities,
the mncrease in capital expenditure and
mcreased interest costs due to the

Restructuring cash costs were

£38 mullion (2022 £91 mullion).

We have cash spend from our three
PIEVIOUS restructuring programmes.
Cost Optimisation Programme |

of £24 mullion {2022 £11 mullion),

£61 million (2022 £56 million) and other
restructuring costs of £3 million.
Together, the total cash spend for all
three restructuring programmes is
anticipated to be £1,558 mullion, of
which £1,346 million has been spent tc

higher cost of debt. Cost Optimisation Programme II of date. The remaining cash spend 15
£10 mithon (2022 £18 million) and the ongoing, although 1s not expected tobe
2021 Strategic Review Programme of in excess of the existing provisions.
£ million 2023 2022
Restructunng cash cost 98 91
Cumulairve to date 1,346 1,248
Anticipated total 1,558 1,558

The net cash outflow of £137 million
(2022. £1,255 million inflow) reduced
vear oh year, reflecting the share
buyback programme and higher
acquisition costs compared to the prior
year. Acquisition costs were

£183 million (2022. £14 rrullicn income)
and relate to Imperial's acquisiticn of a
range of nicotine pouches to be

launched in the US and that we
announced in June and Logista’s
acquisition of Transportes El Mosca
(73.3%) and Carbo Collbatallé S.L. (100%),
all of which completed 1 the pertod
The £1 0 billion share buyback
announced in October 2022 also
completed in the period. We have

announced a further share buyback of
up to £1 1 billion of shares during FY24

RETURN ON INVESTED CAPITAL

Return on invested capital (ROIC)
Increased by 80 basis points, driven by
an mcrease in net adjusting operating
profit after tax. ROIC was 18.5%

(2022. 17.7%).

Adjusted operating profit increased by
£i93 million. This offset the increase of

£64 mullion in average annual capital
to drive an umprovement in returns.

Our FY23 invested capital has reduced
compared to the prior year mainly due
to the translational FX impact on
intangible assets.

£ million 2023 2022
Reported operating profit 3,402 2,683
Adjusting items (APM section within Supplementary Information) 485 1,01
Adjusted opetrating profit 3,887 3,694
Equivalent tax charge (8m (827}
Net adjusted operating profit after tax 3,016 2,867
Working capital (2.567) (2,823)
Intangible assets 16,944 12,777
Froperty, plant and equipment 1,617 1,658
Invested capital 15,994 16,613
Average annual invested capital 16,304 16,240
Return on invested capital 18.5% 17.7%

www.imperialbrandsplc.com 97



GROUP FINANCIAL REVIEW continued

ADJUSTED NET DEBT/EB!TDA

Adjusted net debt reduced £28 million
10 £8,026 million (2022 £8,054 million)
in the year, as continued streng cash
generation supported additional return
of capital to shareholders via a share
buyback Adjusted netdebt/EBITDA
reduced to 1.9x from 2 0%, in line with
previcus guidance.

Reported net debt reduced by

£54 mllion to £8,438 muilion

(2022, £8,492 mulhion) Excluding
accrued interest, lease liabilities and the
fair value of interest rate derivatives
providing commercial hedges of
interest risk, Group adjusted net debt
was £8,026 million

{2022 £8,054 milhon).

£ million 2023 2022
Reported net debt (8.438) (8,492
Accrued interest 125 105
Lease liabilities 349 248
Fair value of interest rate derivatives (62) 85
Adjusted net debt (8,026) (8,054)
Adjusted EBITDA 4157 3938
Adusted net debt/EBITDA 1.9x 2.0x

RECONCILIATION BETWEEN REPORTED AND ADJUSTED PERFORMANCE MEASURES

Dperating profit Net finance [costs)/income Earnings per share [pence)
£ million unless otherwise indicated 2023 2022 2023 2022 2023 2022
Reported 3,402 2,683 (298) (7]  252.4 1659
Russia, Ukraine and associated markets 4 399 - - Q.4 42.2
Amortisation & impairment of acquired intangibles 347 349 - - 38.0 35.4
Restructuring costs - 197 - - - 15.6
Fair value adjustment and impairment of other financial assets 36 37 - - 3.4 3.9
Loss on disposal of subsidiaries 1 29 - - 0.1 2.2
Acquisition and dispoesal costs - 5 - - - 05
Excise tax provision - 9) - - - 1.0
Charges related to legal provisions 85 - - - 6.4 -
Structural changes to defined benefit pension schemes 12 4 - - 1.0 0.4
Brand impalrment in equity accounted joint venture - - - - - 25
Net fair value and exchange movernents on financial instruments - - (149) (201} (25.8) 019)
Post-employment benefits net financing income - - (13) (8) 0.4) [0.8)
Tax settlemnent interest costs - - 50 - 5.2 -
Recognition of deferred tax assets - - - - (23.0) -
Provision for state aid recoverable - - - - - 0.7
Uncertain tax positions - - - - 22.4 (6.7]
Deferred tax on unremitted earnings - - - - - (2.7]
Tax on unrecognised losses - - - - - 0.8
Adjustments above attributable to non-controlling interests - - -~ - (0.3) (.8]
Adjusted 3,887 3,694 {410} (326) 278.8 265.2

Adjusting items

The main reconciling items of the
Group's reported to adjusted operating
profit are shown above

[n the period to 30 September 2023
adjusting itemns relate mainly to
amortisation of acquired intangibles of
£347 million {2022, £349 million) and
fair value movements on denvative
financial instruments £149) milhon
(2022. £(201) milhon)

Adjusting items in the prior penod
included net charges associated with
Russia, Ukraine and associated markets
which are significantly reduced in the
current year to £4 rmillion

(2022 £39% milhon}

We have not treated restruciuring costs
as adjusting 1tems 1n the FY23 results
Restructuring charges of £197 mullien in
the prior year relate to the 2021
Strategic Review Programme which is
now complete There will be ongoing
cash spend from past restructuring
prograrmmies

Duning the period factory footprint
rationalisaticn costs were supported by
profit on sale of former operational
sites and have not been included in
adjusted items

Finance costs

Adjusted net finance costs were higher
at £410 rnillion (2022 £326 mulhion),
reflecting higher interest rates in all
major currencies during the year
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Reported net finance costs were

£298 mallion (2022, £117 mullion),
incorporating the impact of net fair
value and foreign exchange gains on
financial instruments of £149 million
(2022, £201 million), post-employment
benefits net financing income of

£11 mullion (2022 £8 mullion} and tax
settlement interest costs of £50 mullion
{2022 nil). The net fair value gains of
£139 mullion on financial instruments
are primarily due to positive valuation
movement of the Group's interest rate
denvanves reflecting increasing
market interest rate expectations n
the year,



Our all-in cost of debt increased to 4 3%
(2022 36%) due to the refinancing of
naturally maturing cheaper debt at
higher rates and the impact of rising
interest rates on the proportion of cur
debt that was not hedged

Our interest cover decreased 10 10 1x
(2022. 12 1x) reflecting the increased
adjusted net finance costs

Given the rising interest environment,
we expect upward pressure cn finance
costs going forward although we have
hedging 1n place for 80% of our
expected debtin FY24.

Taxation

Cur adjusted effective tax rate is 22.4%
(2022 22 4%) and the reported effective
tax rate is 21 1% {2022, 34.7%) The
adjusted effective tax rate 15 1n line with
the prior year and our previously issued
guidance for year ended 30 September
2023 The adjusted tax rate is lower
than the reported rate due to limited tax
relief arising on foreign exchange gains
that arise on consolidation, the
recognition of deferred tax assets for
intangibles in the Group's Dutch
business and an 1ncrease 1n uncertain
tax positions in the Group’s French and
German businesses

We expect our adjusted effective tax
rate for the year ended 30 September
2024 to be around 23%.

The cffective tax ratc iz scnsitive to the
geographic mix of profits, reflecting a
combination of higher rates in certain
markets such as the USA and lower
rates in other markets such as the UK
The rate is also sensitive to future
legislative changes affecting
international businesses such as
changes arising from the OECD’s
{Organisation for Econemic
Cooperation and Development) Base
Erosion and Profits Shifting (BEPS)
work. Whilst we seek to mitigate the
impact of these changes, we anticipate
there will be further upward pressure
on the adjusted and reported tax rate in
the medium term

Our Group tax strategy s publicly
available and can be found in

the Governance section of our
corporate website.

Exchange rates

Foreign exchange had a positive umpact
on Group adjusted operating profit and
adjusted earnings per share at constant
currency {1.5% and 0.9%, respectively)
Sterling weakened agamst the US dollar
(4.3%) and weakened against the euro
(2.7%}. Other major currencies remained
broadly flat compared to the prior year.

Dividend payments

The Group paid two interim dividends
of 2159 pence per share 1n June and
September 2023

The Board has approved a further
intenim dividend of 51.82 pence per
share and will propose a final dividend
of 51 82 pence per share bringing the
total dividend for the year to 146.82
pence This represents a 4 0% increase
to the amount of 14117 pence per share
paid in the prior year and 1s in line with
the Group's progressive dividend policy.

The annual dividend represents a
payout ratio of 52.7% with respect to
basic earnings per share

The third interim dividend will be paid
on 29 December 2023 to shareholders
registered on 24 November 2023
Subject to AGM approval, the proposed
final dividend will be paid on 28 March
2024 to shareholders registered on

16 February 2024

Dividend payments Amount (pence) Ex-date Recard dates Payment date
First interim 2159 25-May-23  26-May-23  30-Jun-23
Second interim 2159 17-Aug-23  1B-Aug-23  25-Sep-23
Third interim 51.82 23-Nov-23  24-Nov-23  29-Dec-23
Final 51.82 15-Feb-24 16-Feb-24  28-Mar-24

Funding/liquidity

During the year we repaid the
remaining $354 millicn balance of our
February 2023 $1.0 billion bond and cur
€750 million bond in August 2023. We
issued bonds of €950 mullion in the year
with a coupon of 5§ 25%, maturing in
February 2031 In September 2023, we
swapped our remaining US dollar bonds
to euro, therefore closing adjusted net
debt was materially all euro. As at

30 September 2023, the Group had
committed financing 1n place of around
£12 9 billion, which comprised 28% bank
facilitics and 72% raised from capital
markets. During the year the maturity
date of €3125 mullion of the Group's
existing syndicated multicurrency
facility was extended to 30 September
2026 Two further tranches of

€184 million each were not extended
and therefore maintain their maturity
dates of 30 Septemnber 2025 and

30 March 2026, respectively The Group
also put in place an additional

£550 million of committed bilateral
bank facilities with maturity dates in
September 2024.

The Group remains fully compliant with
all our banking covenants and remains
committed 1o retaining our investment
grade ratings.

VoL

Lukas Paravicini
Chief Financial Officer
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PRINCIPAL RISKS AND UNCERTAINTIES

MANAGING
RISK

The principal risks faced by
the Group and Imperial's
risk management approach
are described in the
following pages.

Risks represent the various potential
outcomes that are managed whilst
implementing the Group's strategy
Imperial defines a risk as the exposure
to the consequences of uncertainty
Risk is anything that could disrupt the
achievement of the Group's strategy
and objectives

The Board and management have
reviewed the risk landscape (current
and emerging) and related profiling, with
risk mutigations and impacts assessed

Many of these risks are external and
cannot be fully mitigated, and while the
Croup continues to monitor 11s nisk
landscape, there can be no guarantee

that additional risks will not arise, or
that other known risks not mentioned
increase in maternality.

RISK APPETITE

The Board 15 responsible for setting the
Group's risk appetite and has completed
1ts annual exercise to ensure thisis
aligned to, and supports, delivery of the
Group strategy

The resultant risk management
approach supports the achievernent of
objectives and the Board's wider
responsibility for risk management
through clear communication of the
expected outcomes of key controls and
related monitoring

RISK LANDSCAPE

The Group operates 1n highly competitive
multinational markets and faces general
commercial Tisks assoclated with a
large fast-moving consurmer goods
{FMCG) business.

Imperial constantly assesses and
evaluates the nsks posed by the
changing environments in which the
Group operates, whether geopolitical,
seciveconomic or technological. The
consideration of potential impacts and

most likely causes ensures a timely,
measured and appropriate response

The Group, along with all other
businesses, hag continued to be
impacted by inflationary pressures.
This has resulted in increased
commodity and energy prices as well
as sustamned economic pressures on
consumer spending

RISK MANAGEMENT FRAMEWORK

The framework 1s designed to ensure
accountability for the identification,
assessment and mitigation of risks
throughout the business, supported by
apprepriate capabilities

The success of the risk management
approach relies upon the effectiveness
of the control frameworks (n place to
manage Tisks and seize opportunities
that anse.

Imperial’s approach to governance, risk
management and internal contrel
follows the "three lines model”, which
enables the business to achieve its
strategic objectives while remaining
aligned to the Board's risk appetite.

RISK CAUSES

As a Group we face a number of 1ssues
which we treal as causes ¢f current
risks rather than evaluating them as
risks in themselves By adopting this
approach we ensure consideration of
impacts and required mitigations
across the business, and increase the
effectiveness and accountabulity for
assessments on a "bottom-up’ basis,
enabling local and Group initiatives to
be developed to optimise our responses

Climate risk

The impacts of climate risk on

the husiness have been evaluated
across the Group in relation to their
impact on existing risks Key impacts
exist within our manufacturing
footprint and wider supply chain, with
short- and long-term consideration of
possible vulnerabilities and required
mitigations to ensure resilience

Inflation

The impact of inflationary pressures
or both the business and consumers
has been assessed as part of

risk assessments

-

~

This creates a more dynamuc feedback
between "bottom-up”, “top-down” and
cross-functional perspectives, ensuring
the broadest cansideration of impacts

and mitigaticns

Geopolitical risk

The Group is exposed 10 geopolitical
and economic conditions of the
countries and regions in which it
operates, which could impact its
largest markets and may affect
continuity of supply

Any adverse geopolitical or economic
developments in, or affecting, the
Group's key countries and regicns,
including. but not limited to, increased
international trade tensions or the
outbreak of conflict could impact the
Group and 1ts operations

The Identification and effective
mitigation of geopolitical risks has
become an ncreasingly important
factor within the Group's operational
continuity planning for our internal
resilience and the resilience of our
wider supply chain, key customers and
service providers This consistent and
compiecte assessment better informs
Group actions

4 )

EMERGING RISKS

As part of the nisk assessment performed
by the Group Risk Comtnittee and the
Beoard, emerging risk topics have been
discussed and considered

Mass generative Al availability
Ansk being considered 1s that of
widely available, generative artificial
intelligence rapidly surpassing our
organisational ability to understand
and respond to associated risks or
capitalise on its opportunities. The
Group continues to assess thisg
emerging risk to identify opportunities
and develop mitigations

Regulatory change

Due to the highly regulated nature of
the industry the Group cperates 1n, new
regulatory change risks are
continuously emerging

The Group considers any emerging
requlatory change risks beyond the
general three-year risk honzon, so that
mitigations can be developed to
manage the impacts of future changes

Further regulatory changes are being
considered in the UK, with a generational
smoking ban and further restrictions on
EVP products proposed The Group 1s
assessing this emerging risk and
\deve[opmg appropriate mitigations )
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Wha is involved?

What activities are completed?
Assessment and evaluation of risks

How do we confirm risks are managed?

/ Board

+ Oversight of the Group's internal contral systems,
risk management process and framework

- Provides operational and strategic risk
perspectives, ensuring these are considered in
Group strategy

+ Sets the Group's risk appetite annually

* Reviews the Group's principal risks and
considers emerging risks and themes identified
in six-monthly risk assessment process

- Oversees risk management approach

and reporting

- Reviews results of semi-annual nsk

assessment, including the Group's
principal risks

Discusses and agrees risk appetite for the
Group's principal risks

Audit
Comumittee

« Obtains and reviews scope, quality and results
of assurance provided by internal and
external audit

- Reviews results of six-monthly risk agsessment
and provides assurance over the operation of the
sk management framework

.

Oversees risk managemerit approach
and reporting
Regularly reviews results of assurance activities

ELT

“Top-down”

+ High-impact risks identified in ‘bottom-up”
assessments are consclidated for review by ELT

+ Considers emerging risks and themes identified
inrisk assessment process

+ Regularly reviews results of Group Centrols
Matrix (GCM} internal control testing

Reviews results of assurance activities
to ensure effective closure of any
cbservations raised

Risk
Committee

Provides "top-down” insights to risk
as5essMment process

- Considers emerging nsks and themes identified
I risk assessment process

+ Provides input into development of nisk
rmanagement activities

- Meets throughout the year to oversee nsgk

management approach and reporting

= Reviews results of assurance activities to

ensure the effectiveness of risk mitigations

Third Line

+ Group Internal Audit performs risk-based,
challenging audits and provides insights and
recommendations to the Audit Commuttee
and management

Provides the Board with independent
assurance over the effectiveness of

the design and operation of the

Risk Management Framework
Provides audit reports and reporting to
management and the Audit Committee

Second Line

“Bottom-up”

+ Evaluahon of functional risk registers by subject
matter experts, in line with Board risk appetite,
including review of first line nsk assessments

+ Review and agreement of functional risk
registers by functicnal leadership teams, with
minimum six-monthly formal update

- Formal completion of legal and regulatory
disclosures (e.g ESG-related, TCFD, Human
Rights, Group Science regulatory certifications)

Define and implement policy and nisk
management activities aligned to nisk appetite
Provide support to business in design and
implementation of local mitigations

Menitor effectiveness of mitigations through
Key Risk Indicators/Key Performance
Indicators and assurance activities

Review results of GCM testing and identify
commeon themes

Review results of assurance activities to
ensure effective closure of observations raised

First Line

N4

Local ownership and accountabilhity for
completion and continued update of nsk register,
with minimum six-monthly formal update
Local leadership team input to review and
formally agree risk assessment outcomes
Approach includes requirement 1o assess
effectiveness of related risk mitigations on an
ongoing basis

Completion of regular key control testing across
the business — Group Controis Matrix (GCM}
communicates key requirements and

required testing

.

.

.

Leadership accountahility for risk assessment
and mitigation effectiveness

Regional leadership team oversight and input
Dedicated Global Business Services (GBS)
Compliance function responsible for
facilitating compliance activities in selected
First Line operations

Management certification of compliance with
Group policies, GCM financial control
cormnpliance, laws and regulations and
netification of fraud on a six-monthly basis

The mitigation and management of :dentified risks is vital to the success of the Group. The Group's risk management and 1nternal
control framework and related reporting are further discussed 1n the Audit Committee report on page 134
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PRINCIPAL RISKS AND UNCERTAINTIES continued

The following section
highlights the principal
risks the Group faces and
identifies the mitigations
that are in place to manage
them, with all risks reported
on a mitigated basis.

Not all of these principal risks are
within Impenal's direct control, and
the list cannot be considered to be
exhaustive, as other risks and
uncertainties may emerge 1n a
changing business environment

Anllustration of the primary 1mpact
each nsk might have on relevant
strategy elements and the change in
profile of the risk compared to the
previous year 1s included.

The rigks reported are those currently
considered by the Board to have the
most likely impact on achievement of
the Groug's cbjectives.

This year the previously reported tax
legislation nisk 1s no longer considered
as a principal nsk to the Group, and is
net included below The People and
Organisation risk has been replaced by
‘Effective management of
organisational transformation’

Principal risk

Changes have been made to the way in
which some of the remaining principal
r1sks have been described.

Change in vear

PRICING, EXCISE OR OTHER PRODUCT TAX
OUTCOMES NOT IN LINE WITH BUSINESS
PLAN ASSUMPTIONS OR EXPECTATIONS

Risk profile: @

Strategic impacts: &

Focusing on our priority markets
Driving value from our broader portfolio

Failure to achieve planned pricing strategy could impact
achievement of objectives and targets Failure toidentify or
manage increases, or proposed increases, in excise or other
product-related taxes, or changes in tax structures, could
impact achievement of objectives

+ Pricing pressures resulting from sustained inflationary impact on
consumer spend, triggered by unprecedented increases in prices
for fuel, food and other commodities

+ Continued development of EU Excise Directive, which may
include tax across next generation product (NGF) categones,
with new rates 1o apply from FY27

MANAGEMENT OF POTENTIAL ADVERSE
REGULATORY CHANGE AND RESPONSE TG
REGULATORY CHANGE

Risk profile: @

Strategic impact: &4

Focusing on our priority markets
Building a targeted NGP business

Regulatory change aimed at further de-normalising the
sale, marketing and censumption of tobacco and nicotine
products adversely impacts the Group's products, markets,
manufacturing processes, customers and/or consumers

+ The FDA 15 expected to release final product standards that would
ban menthol cigarettes and characterising flavours in cigars in
the US by the end of 2023, though implementation is unlikely
before FY25, if at all. Legislative proposals restricting tlavours at
state and local levels remain of concern A separate regulatory
proposal to implement a maximum nicotine level in cigarettes
1s unlikely to be implemented within the Group's three-year
risk horizon

+ Generational smoking ban and further restrictions on EVP
products proposed 1n the UK. The propased generational smoking
ban would have a gradual impact from 2027 onwards

« Wider alignment between Tobacco and NGP regulation could
arise in the EU under reforms to EU Tobacco Products Directive
(EUTPD) and other legislation, and globally as a result of decisions
made at the WHO Conference of Parties

+ Single use plastics Extended Producer Responsibility legislation
introduced 1n the EU and the UK with expected financial impact
from FY24

- Disposable vapes face political pressure 11 Europe

+ Australia’s National Tobacco Strategy seeks to further standardise
product, pack and marketing by 2025

+ New Zealand's law prohibiting all but “very low nicoting”
cigarettes will be implemented in 2025 and combines with other
generational and retall restrictions

* Heated tobacco characterising flavour ban in Europe
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RISK ASSESSMFNT PRINCIPLES

+ Risk assessments are aligned with
the business planning cycle and
strategic objectives, focusing not only
on the identification and assessment
of risks, but most importantly on the
effectiveness of the mitigations
in place

+ Impenal adopts a dynamic approach
which facilitates and collates views
from functional nsk ewhers and a
broad spectrum of other relevant
stakeholders, providing end-to-end

.

tnsighta from A wide collection of
second line experts — enabiing a
richer, more balanced perspective on
current and emerging risks .
Current and emerging risks are
considered on an cngoing basis
across the business, with a general
three-year horizon (though longer
where applicable, e.g climate risk).
This horizon ensures appropriate
focus and includes consideration of
changes in the causes of existing
risks (e g specific proposed

~

regulatory change) ensuring timely
evaluation of the effectiveness of
current and future mitigations
Specific risk topics are presented to
the Board, Audit Commuttee and ELT
during the year. These discussions
provide further detail from first and
second line management on their
risk management responsibilities

_/

Impact

Mitigation

Opportunity

» In markets where consumers are
increasingly price-conscious, high price
increases impact product demand and
volumes sold

+ Pricing pressures may result from
significant pressures on consumer
disposable income, as well as increases
in taxation further increasing product
price This could result in downtrading to
lower price products/categories or an
increase 1n the attractiveness of illicit
product, impacting sales volumes

« Counterfeit and illicit trade thrive in
high-excise environments, reducing the
size of the legitimate tobacco market,
increasing risks to consumers from
non-compliant product, and financing
organised crime

+ Infenior, unregulated counterfeit product
could result in damage o brands

+ Subject matter experts assess global excise

risks and model price elasticity to ensure the
business plan and strategy are developed and
alighed to consumer insights

The Group's Revenue Growth Management
function 1s responsible for the identification
and management of strategic commercial
opportuntties arising from excise change
Tools in use to better model and predict
impacts of excise, inflation and other
CONsumer pressiures

Pricing strategies regularly reviewed by
regional leadership teams

Engagement with authorities providing
informed input and evidence about the
unintended conseguences of disproportionate
changes in product taxation, supported by the
Group's Regulatory and Anti-illicit Trade teams

+ The development of the Group
strategy includes analysis of
planned and potential changes
in product taxation to identify
and ensure investment
oppertunities across our range
of products

+ Tailored product portfolio
offerings at a local level, within
and across categories, allow for
any relative commercial
advantage from excise
mechanisms 1o be realised

» Opportunity for use of
technology and artificial
intelligence-enabled tools to
analyse, simulate and better
predict price and promotton
IMOVes aCross our categories

+ Regulatory change can restrict product
specification {e.g. menthol or other
flavour ban), consumer interaction, and
product supply, and place restrictions on
consumers’ ability to enjoy gur products
(potentially impacting sales volumes and
market size}, and to access potentially
reduced-risk nicotine products

- Compliance with increasingly complex
regulatory requirements increases the
risk of both additional cost to the Group
and inadvertent nen-comphance, which
could result in investigation, regulatory
censure, financial penalty and
reputational damage

+ Where interpretation of regulation 1s
required, judgements made can lead to
dispute or investigation by regulators
and result in possible related financial
costs or reputational damage even where
no fault 1s proven

A reviewed set of Group public policy
pesitions is in place to align with
regulatory developments

Engagement with regulatory authorities
Subject matter experts employed to assess
the impacts of preposed regulatory change
and Group-wide ImMpacts

Project teams in place to manage the
impacts of regulatory change, ensuring
required compliance is achieved and
cpportunities identified

Legal action can be taken to defend
against or prevent regulatory change where
this impacts legal freedoms

+ While stringent regulation
proves a burden on all firms,
the burden 1s less on those that
operate from an existing high
baseline of responsibllity and
have advanced complhance
systems

+ Regulation can benefit
consumers and responsible
market players through
preventing less responsible
companles from discrediting
product categories

+ Some global regulators have
adopted a policy of tobacco
harm reduction, which
recognises the reduced risk
that non-cormbustible nicotine
products offer adult smokers in
comparison tc clgarettes and
other traditional combustible
products
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PRINCIPAL RISKS AND UNCERTAINTIES continued

Principal risk Change in year

PRODUCT SUPPLY FAILS TO MEET MARKET + Continued global cost inflation, notably in leaf, non-tohacco

DEMANDS materials and conversion costs, has impacted, and will continue
i . @ o impact, the cost of goods. The Bussian invasion of Ukraine has

Risk profile: continued to Impact energy prices in Europe

Strategic impact: oo + Pressures on the Group’s logistics supply chain have eased due to

Focusing on our priotity markets the relgx_au’on of regional COVID-18 lockdown restn:_:tions

Building a targeted NGP business + Geopeliitcal tensions have continued to increase, with the

potential to impact global supply chains if there are any adverse

Fallure to ensure timely supply of products demanded by developments in, or affecting, the Group's key countries

markets which meet quality, requlatory and cost and regions

requirements. Availability issues could result in logs of + Continuing frequency of adverse weather globally due to climate

sales and could be caused by production, planning or change patentially impacting supply chains, notably cigar

logistical issues, or failure to be able to produce/develop operations 1n our Canibbean factories and Philippines

formats aligned to consumer needs

MAJOR INCIDENT RESULTING FROM CYBER OR - The Group continues 1o operate in an external environment with
SIMILAR TECHNOLOGY RISK heightened geopolitical risk, including 1n a number of the Group's

| . @ markets and regions, which highlights the continued rigk of
Risk profile: corporate cyber-attacks, notably ransomware

[nereasing trend 1in security incidents reported within our
extended supply chain, emphasising the importance of our
commitment to third-party security controls

Strategic impact ¢

Simplified and efficient operations

Cyher-attack or ather technology incident results in a major
system outage or loss, theft or corruption of sensitive data.
The criticality of Group systems, notably those which are
Track-and-Trace related, continues to increase, with key
reliance on system availability both internally and through
the supply chain

PRODUCT PORTFQLIO AND INTERACTIONS - Contunued emergence and growth of new low-price tiers across
WITH CONSUMERS NOT ALIGNED TO many markets
CONSUMER PREFERENCES + Continuation of downtrading trend 1n which consumers hecome

Risk profil @ increasingly value-drniven due to inflaticnary pressures on
1sk profrie: disposable income and increasing taxes on tobarco products
Strategic impact: DQ + Evolving consumer preferences in NGP categories, includmg a

Consumer at the centre of the business shift towards disposable vapes

Building a targeted NGP business

Product portfolio not aligned to consumer needs or
demands, and/or product development not sufficiently agile
to respond to changes n preferences Brand strength is not
sufficiert 10 attract or retain customers
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Impact

Mitigation

Opportunity

= Loss of key manufachinng site nr

capactty could impact the Grougp's ability
to meet short-term production demands
Failure to supply markets could resultin
loss of short-term sales volume, with
potential loss of consumer loyalty
possibly impacting longer-term volumes
Failure to manage cost inflation could
result in increased cost of goods

+ Severe weather episedes could impact

raw material supply, manufacturing sites
and warehousing, potentially affecting or
increasing the cost of short-term supply
to markets

A lack of availability of raw materials
could impact short-term supply to
markets

Product quality issues could impact
customer satisfaction, potentially
damaging brand equity and future sales

Robust demand planning process and supply
chain management aligned to changing
market environment

» Material stocks (leaf and non-tobacco)

maintained in line with assessed supply
continutty risks, and aligned to sales
forecast requirements

+ Production capacity planning includes agreed

continuity measures in the event of machine
fallure or site 135ue

Supplier agreements, standards and practices
mclude requiremerit to comply with Group
policies and Code of Conduct

+ (Cngoing supplier reviews include quality, ESG

and continuity-related scope

Learnings from disruptive cnisis events to
date mcorporated into strategic and
operational processes and plans

+ Operalions continue to supply

quality, comphant products
whilst improving agility and
scalahility, catering for demand
shifts and opportunities to
contain underlying costs whilst
maintaining standards and
actions of a responsible
manufacturer

Loss of critical systems could impact
product supply to distributors or retallers

* Failure to protect personal data could

result in regulatory breach and related
censure, financial penalty and
reputational damage

+ Cyber breach could result 1n loss of

sensitive corporate data, impacting
achievement of strategy, reputaticnal
damage, significant cost to the Group or
lost competitive advantage

Enterprise Security Office set up to
continually improve approach

Cyber risk assessment completed, and
actions implemented to protect business
Vulnerability scanning in place tc ensure
ongoing vulnerability identification
External penetration testing completed on an
ongoing basis

Ongoing investment in security
monitering tools

Modernisation of critical site network
security controls (e.g firewalls)

Crisis management scenarlo planning and
response activities in place and tested

Continued modernisation of
the Group's IT environment
alongside the Group's secutrity
awareness and culture
programme provide
opportunity to further mitigate
cyber rnisk exposure

- 1f the Group’s product portfolic fails to

meet consumer preferences, then
reduced demand will result in lower
sales volumes and reduced brand equity

+ Failure to identify changes in consumer

trends could result in lost opportunities,
notably in our NGP categories where
innovallons are more prevalent

+ Failure to ensure effective

implementation of market or retail
initiatives could result in lost
opportunities, wasted investments and
potential loss of share

Failure to act upon consumer 1nsights
could prevent opportunities from being
seized and impact growth

Failure to 1dentify intellectual property
{IF) constraints in the innovation of new
products could impact development and/
or launch, hmiting the ability to respond
to competitor offenings

Wide portfoho across all combustible
value tiers

- NGP launches across categories, including a

disposable device

Continued investment in advertising and
promotional spend

Global Consumer Office accountatbility for
product/orand strategy and initiatives
Innovations and go-to-market plans

are validated against consumer needs

and preferences

Excise strategies, marketing guidelines and
product standards developed to support our
consumers and our business

Caonsumer panels used to gather

consumer insights

Brand moenitoring, including eguity tracking
Innovaticn processes develop consumer
products based upon robust analysis, testing
and sclentific support

Formalised and consistent Insights approach
Consumer Insights Centre of Expertise
established

Data sources controlled to ensure consistency
and robusiness of information and insights
Intellectual property risks managed by Group
experts and external legal support

Facilitates the development of
products and/or relevant route
to market and pricing
strategies that meet and drive
consumer demand

Speed and quality of innovation
enables the drumbeat of
consumer activation that
ensures both brand relevance
and continued brand loyalty
Management ¢of "local hero”
brands in markets cffers ability
to realise local opportunities
and strengthen consumer
loyalties

Portfolio strategy workshops in
priority markets to ensure clear
brand roles, with brand
strategies and nitiatives in
place to seize opportunities
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PRINCIPAL RISKS AND UNCERTAINTIES continued

Principal risk Change in year
CHANGES IN MARKET ENVIRONMENT + Continued growth in illicit trade due to widening gap between

. . @ duty paid and non-duty paid prices as a result of excise impacts,
Risk profile: notably in Europe and Australia where excise levels are very high

Strategic impact: &

Focusing on our priority markets
Driving value from our broader portfolio

Failure to obtain or effectively respond to commercial
insights and learnings, resulting in loss of market share or
inability to capitalise on commercial opportunities

DEVELOPMENT OF A SUSTAINABLE HARM-
REDUCTION CATEGORY

Risk profile: @

Strategic impact:

Building a targeted NGP business

Failure to develop a portfolio of commercially sustainable,
science-based, potentially reduced harm products, that
meet consumer nieeds, could impact the Group's ability to
seize market opportunities and deliver 1ts ESG agenda

+ Rapid development and preliferation of new NGP categories such
as disposable vapes

+ Continued economic pressure on consumers due to inflationary
pressures and economic uncertainty across our market footprint

+ Decision in August 2023 by United States Court of Appeals far the
District of Columbia Circuit to vacate the FDA's Marketing Denial
Order for our myblu pod-based vapour portfolio

+ Continued compelitor activity in the NGP market with growth in
category size through new product developments, product launches
and marketing imitiatives

- Significant shift towards disposables in vape

= Increasing regulation of NGP, with potential further flavour bans,
disposables bans and plain packaging being considered

DELIVERY OF ESG STRATEGY NOT ALIGNED TO
STAKEHOLDER EXPECTATIONS

Risk protile: @
Strategic impact: o v}

Focusing en our priority markets
Simplified and efficient operations

Failure to deliver on the Group’s ESG strategy to external
expectations The pace of change in external requirements
and expectations remains significant, with greater focus on
integnty and assurance of reporting, and comparison
cross-industry and between sector peers

- Continued focus on ESG-related matters from investors and
external stakeholders

« New reporting requirements announced, such as the EU
Corporate Sustainahility Reporting Directive which will cover all
pillars of environmental, social and governance In-scope
subsidiaries of the Group will be required to comply with this
by 2025

+ Upcomung EU Corporate Sustainability Due Diligence Directive
will introduce further requirernents from FY?25 to conduct due
dihgence throughout cur global value chain

+ As with all multinationals, the Group conlinues to face increasing
climatic impacts across its global footprint

» [n 2023, a double materniality assessrment was performed and
conflrmed that the eight focus areas of our ESG strategy remain
priorities for our stakeholders
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Impact

Mitigation

Qpportuntty

+ Failure to respond to changes in market
environment could make the Group's
products less attractive to consumers,
resulting 1n reduced sales

+ Economic pressure on consumers could
resull in reduced spend on tobacco
products and alternatives, reducing
market size

+ Increases in illicit trade impact the
size of the legitimate market, impacting
sales volumes

rormalised and consistent Insights approach
Market impacts analysed as part of market
s1ze calculations

Empty Pack Survey collection reporting
completed to provide trend analysis of

itlicit impacts

Excise and price maonitoring provides
insights mnto possible changes n itheit
impacts through widening dispanty between
the price of legitimate and illicit product
Industry trade groups and joint operations
with enforcement agencies

» prrovides opportunity to align

Group portfolio and product
developments to consumer
trends and changing

market environments

Robust data analysis increases
confidence in achievability of
expected outcomes and
optimisation of investment
choices

Monitoring of illicit impacts
and product flows provides
opportunity for engagement
with, and support t¢, regulators
to reduce theillegal trade 1n
tobacco products

+ Fallure to accurately predict or idenhify
current and ermerging consumer trends
could result in lost opportunities and
lower volumes should products have
reduced relevance to consumers

+ Failure to align NGF portfolio to
consumer needs and expectations could
result in failure to achieve NGP ambition

+ Failure to develop NGP categories could

impact achievement of key ESG priorities

Failure to develop a sustainable

commercial model for all NGP categorieg

could result In failure to achieve

NGP ambition

.

Test-and-learn approach followed across
calegories and markets to ensure feedback and
learnings captured aind responded to
Successful launches of new and updated
heated tobacco, oral nicotine and vape
products in selected markets, including
launch of blu bar

Acquisition of US range of nicetine pouches
from TJP Labs to facilitate entry into the US
modern oral market

Dynamic consumer and market analysis
integral to product development and
go-to-market model

» Development of consumer-centric

products bringing alive the Group's agile
"fast-follower” strategy

Consohdated NGF category management
approach enabling holistic view

of opportunities and informed

investment strategy

Engagement with regulatory authorities
Intellectual property rnsks managed by
subject matter experts within the Group and
external legal support

Improved ability to meat
consumer needs and robust
consummer validation are key
drivers of commercial success
The Group's experience in
combustibles and NGP provides
it with a strong base to

meet the needs of the

wider changing nicotine
market dynamic

+ Failure to meet expectations, or to ensure
al least parity with industry peers, may
impact the Group's reputation as a
sustainable business and adversely
affect stakeholder sentiment

» Failure to comply with key ESG-related
regulation, including environmental and
human rights legislation, would result in
a material impact to the Group, including,
but not limited to, financial penalties

* Reputational damage may result from
atlegations, even where no wrongdoing
has occurred

- Employee engagement or attractiveness
of the Group as an employer may be
adversely affected as aresult of any
percepticn that the Group is acting in an
inappropriate manner

ESG strategy, agenda and communications,
including ongoing development and
matenality assessment, aligned to strategic
goals and targets

ESG Committee with executilve representation
1n place to provide oversight

Investor and stakeholder presentations
ensure alignment with expectations and
transparency on progress of Group actions
Human Rights Compliance Working Group
meets regularly, specialist human rights
capabilities recruited, Human Rights Policy 1n
place and Modern Slavery Audits conducted
by the ESG function

TCFD disclosures and related actions facilitate
robust reporting and control frameworks
Responsibility and accountability for
identification and mitigation of ESG-related
risks understood and continues to be
embedded across the business

Investments in the NGP business to offer
adult smokers potentially reduced harm
products continue

= Positive ESG strategles and

communications can increase
the attractiveness of the
organisatlon to new joiners,
and increase the engagement
of existing employees

» Sustainability 13 a growing

factor in customer and
consumer choices across
FMCG sectors

= Sustainability initiatives can

reduce long-term financial
costs through greater
efficiency and reduced waste
Investor and wider stakeholder
sentiment is maore positive
toward companies with
successful and proven ESG
strategies and initiatives
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PRINCIPAL RISKS AND UNCERTAINTIES continued

Principal risk

Change in year

ADVERSE JUDGMENT OR IMPACT IN
LITIGATION CASE

Risk profile: @
Strategic impact: ¢

Simplified and efficient operations

As with other corporates, litigation and other claims are
pending against the Group The interpretation of the law
and the related judgments made in relation to these laws
can lead to dispute or investigation and possible financial
costs or reputational damage

¢+ Increasing external trend of ESG-related litigation risks with
external focus on human rights 1ssues in international supply
chains, greenwashing claims and shareholder activist claims

EFFECTIVE MANAGEMENT OF ORGANISATIONAL
TRANSFORMATION

Risk profile: @
Strategic impact: {7

Performance-based culture and capabilities
Simplified and efficient operations

Risk of ineffective design, implementation and benefit
realisation of arganisational transformation Failure to
attract, retain or develop employees with the required
knowledge and experience may imnpact the Group's abulity
to achieve its strategic objectives

+ Significant transformation activity across the Group, including
both ongoing and new programmes
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Impact

Mitigation

Opportunity

« Failure to comply with regulations could
result in investigation and the
enforcement of financial penalties or
regulatory censure

+ Investigation or allegations of
wrongdoing can result in significant
management time being required,
potentially reduecing focus on other
operational matters

+ If any claim agamnst the Group was to be
successful, it might result in a significant
liability for damages and could lead to
further claims

+ Regardless of the outcome, the costs of
defending such claims can be substantial
and may not be fully recoverable

» The reputational damage arising from
mvestigations or allegations of non-
compliance could have a greater impact
with external stakeholders than the
penalties or actions related to the
matter itself

+ Internal and external lawyers employed,
specialising in the defence of product hability
claims and other hitigation. To date, no
tobaceo litigation claim brought against the
Group has been successful and/or resulted in

the recovery of damages or settlement menies

+ Advice is provided to mitigate the causes of
litigation, along with gurdance on defence
strategies 1o direct and manage litigation
nsk and menitor potential claims around
the Group

» The Group's Code of Conduct and core
behaviours articulate the way employees are
expected to act, with compliance certified by
managerrient across the business

» The Group's policies and standards mandate
that employees must comply with legislation
relevant to both a UK-listed company and
local law
In the event of an investigation (which may
or may not result in actions}, the Group
co-operates fully with the relevant authority
and will continue to do so

+ [f organisational transformation 1s not
effectively managed, this could result in
disruption to delivery of business
objectives or higher cost of
implementation than forecast

+ High demand for local resouices
to support transtormation
programmies could result in impacts
on cmployee engagement

- Transformation Centre of Expertise working
in conjuncticn with Independent Quality
Assurance and internal Audit to support
successful delivery versus agreed milestones
and to 1dentify/address key programme
interdependencies and risks

+ Capability requirements evaluated on an
ongoing basis, with required actions
developed and actioned locally and at Group
level to address short and medium-term
requirermnernts

+ Globa! Talent Acquisition function
established, and annual Talent Review
performed

+ Skills and Capability Framework launched

+ Change capability embedded inte major
change programmies and standardised
approach to change management
being develcped

» Specialist Organisation Design and
Effectiveness expertise recruited

+ Improved efficiency/

effectiveness of decision-making

across the business given

improved data availability and

more strearmlined ways
of working

www impernialbrandsplc.com
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PRINCIPAL RISKS AND UNCERTAINTIES continued

LIQUIDITY AND GOING
CONCERN STATEMENT

The Group’s policy is to ensure that we
always have sufficient capital markets
funding and committed bank facilities
in place to meet foreseeable peak
berrewing requirernents

The Group recognises uncertainty of
the external environment During the
peried of the COVID-1¢ pandemic as
well as during the cngoing period of
political uncertainty with regard to
Ukraine and Russia, the Group
effectively managed operations across
the world, and has proved 1t has an
estabhished mechanism to operate
efficiently despite uncertainty The
Directors consider that a one-off
discrete event with immediate cash
outflew 15 of greatest concern to the
short-term hguidity of the Group.

The Directors have assessed the
emerging and principal risks of the
husiness, including stress testing a
range of different scenarios that may
affect the business These included
scenarlos which examined the
implications of.

+ A one-off discrete event resulting in
immediate cash cutflow such as
unexpected duty and tax payments;
and/or other legal and regulatory
risks materialising of ¢ £500 million.

« A rapid and lasting detenoration to
the Group's profitability because
markets become closed to tobacco
preducts or there are sustained
faillures to our tobacco manufacturing
and supply chains These assumed a
permanent reduction in profitability
of 15% from 1 Cctober 2023

The scenarlo planning also considered
mutigation actions including reductions
to capital expenditure, dividend
payments and share buyback
programme There are additional
actuions that were not modelled but
could be taken including other cost
mitigations such as staff redundancies,
working capital management,
retrenichment of leases and discussions
with lenders about capital structure

Under the reverse stress test scenario,
after considering mitigation actions
including reductions of capital
expenditure, dividend payments and
share buyback programme, we have
modelled that a 38% EBITDA reduction
would lead the Group to have sufficient
headroom until April 2024 The Group
believes this reverse stress test
scenallo to be remote given the
relatively small impact on our trading
performance and bad debt levels dunng
the COVID-19 pandemic, ag well as the
current political situation 1n Ukraine In

this scenario the Group would
implement a number of mitigating
actions including revoking the
uncommitted dividend, pausing the
share buyback and reducing
discretionary spend such as

capital expenditure.

Based on its review of future cash flows
covenng the period through to
November 2024, and having assessed
the principal nisks facing the Group, the
Board 1s of the opinion that the Group
as a whole and Imperial Brands PLC
have adequate resources to meet their
operaticnal needs from the date of this
report through to 30 November 2024
and concludes that it is appropriate to
prepare the financial statements on a
going concern hasis

VIABILITY STATEMENT

The Board has reviewed the long-term
prospects of the Group to assess its
vighility. This review, which is based en
the business plan which was completed
in July 2023, incorporated the activities
and key risks of the Group together
with the factors likely to affect the
Group's future development,
performance, financial position, cash
flows, liquidity position and borrowing
facilities as described in the ‘Manaqging
risk’ section of this report on pages 100
to 101

In addition, we describe 1n notes 20 to
21 on pages 210 to 220 the Group's
ohjectives, policies and processes for
managing its capital, its financial risk
management objectives, details of 1ts
financial instruments and hedging
activities and 1ts exposures to market,
credit and liquidity risk

Assessment

To report on the long-term viabihity of
the Group, the Board reviewed the
overall lunding capacity and headroom
available to withstand severe events
and conducted a robust assessment of
the emerging and principal risks facing
the Group, including those that would
threaten 1ts business model, future
performance, solvency or liquidity The
assessment assumes that any bank
debt maturing in the next three years
can be refinanced at commercially
acceptable terms or via our current
standby facility The Board believes
that three years 1s an appropriate time
hornizon given the current business
pertfolio and limited visibility beyond
three years This assessment also
included reviewing and understanding
both the impact and the mitigation
factors 1n respect of each of those risks
The viability assessment has two parts
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- First, the Board considered the period
over which it has a reasonable
expectation that the Group wiil
centinue to operate and meet its
habilities, considering current debt
facilities and debt headroom; and

- Second. it considered the potential
impact of severe but plausible
scenarios over this period, including.

+ assessing scenanos for each
individual principal risk, for
example commerctal 1ssues and
the impact of regulatory
challenges; and

+ assessing scenarios that involve
more than one principal risk
mcluding multi-risk scenarios

Findings

Viability review period

Whilst the Board has no reason to
believe the Group will not be viable over
alonger period, the period over which
the Board considers it possible to form
a reasonable expectation as 1o the
Group's longer-term viability, based on
the risk and sensitivity analysis
undertaken, is the three-year pericd to
September 2026 This reflects the
period used for the Group's business
plans and has been selected because,
together with the planning process set
out above, 1t gives management and
the Board suffictent, realistic visibilty
on the future in the context of the
industry envirenment.

The Group's annual corporate planning
processes include completion of 2
slrategic review, preparation of a
three-year business plan and a periodic
re-forecast of current-year business
performance and likely landing The
plans and projections prepared as part
of these corporate planning processes
consider the Group's cash flows,
commmitted funding, forecast future
funding requirements, banking
covenants and other key financial
rat108, including those relevant to
maintaining our investment grade
ratings. These projections represent the
Directors' best estimate of the expected
future financial prospects of the
business, based on all currently
avallable information



The use of the strateqic plan enables a high level of confidence in assessing viability, even in extreme adverse events, duetc a
number of mitigating ldciurs such as

Flexibility of cash cutflow with respect to the ability to manage dividend returns to investors, capital expenditure projects
planned to take place within the three-year horizon, return of surplus capital to investors via share buyback, plus promotional

marketing programines.

+ The Group has mature business relationships and operates globally within well established markets.
+ The Group’s operations are highly cash generative, and the Group has access to the external debt markets to raise

further funding

RISK IMPACT REVIEW

For each of our principal risks, plausible risk impact scenarios have been assessed together with a multiple risk scenaric The
following table summarises the key scenarios that were considered, both individually and in aggregate:

Risk scenarios modelled

Level of severity reviewed

Link to principal nsk

The consequences of
adverse operating and
commercial pressures,
involving volume
reduction and/or falls in
margin, driven by
unforeseen reductions 1n
the s1ze of the legitimate
tobacco market or other
changes 1n the level] of
consumer demand for
our products.

The maximum quantifiable impact of all
envisaged business risks, including the
impact of a loss of market size and share
and lack of pricing.

The value of these combined rnisks totals
£1.3 billion over the three-year period
under review

A further worst-case scenario has also
heen considered, modelling 15%
reduction on remaining EBITDA after
consideration of the 1solated business
risks. The value of this EBITDA rmodelled
totals £1 9 billion over the three-year
period under review.

= Pricing, excise or other product tax outcomes not in

Iine with business plan assumptions or expectations

+ Management of potential adverse regulatory change

and response to regulatory change
Product supply fails to meet market demands

Major incident resulting from cyber or similar
technology risk

+ Product portfolio and interactions with consumers not

aligned to consumer preferences

+ Changes in market environment
+ Development of a sustainable harm-reduction category
+ Delivery of ESG strategy not aligned to stakeholder

expectations

» Effective management of organisaticnal

transformation

The possible costs
associated with legal and
other requlatory
challenges, including
competition enquiries and
lax audits

Fallure to successfully defend existing
and reascnably foreseeable future legal
and regulatery challenges, at the
expected financial exposure.

The value of these combined nisks is
¢.£0 1 billion.

Adverse judgment or impact in litigation case

Delivery of ESG strategy not aligned to
stakeholder expectations

None of the scenarios reviewed, erther individually or in aggregate, would cause Imperial Brands to cease to be viable.

Climate-related risks have been assessed as causes of a number of our underlying risks which are included within the scenario
modelling, including, but not limited to, the failure to supply product due to weather-related impacts en individual factones, the
cost of complying with environmental legislation, and the impact that climate change has upon the supply of raw matenals

{(notahly leaf}.

In FY23, we aiso conducted a quantified chimate scenario analysis with 4°C and 1 5°C pathways aligned with the recommendations
of TCFD (Task Force on Climate-related Financial Disclosures) and Paris Agreement The scenario analysis takes into
consideration chmate-related physical and transition risk in the short, medium and long term (up to 2050). The Group does not
consider climate change to be a risk from a viability perspective The Group holds ¢ 12 months of leaf stock therefore any shortage
or incremental cost caused by a natural event would only impact part of the period under review. Any incremental cost would
have an EBITDA impact lower than that modelled as part of the scenario testing

CONCLUSION

On the hasis of this robust assessment of the emerqing and pnnecipal risks facing the Group, and ¢n the assumption that they are
managed or mitigated in the ways disclosed, the Board's review of the business plan and other matters considered and reviewed
during the year, and the results of the sensitivity analysis undertaken and described above, the Board has a reasonable expectation
that the Group will be able to continue 1n operation and meet its liabilities as they fall due over the period to September 2026

The Strategic Report was approved by the Board and signed on 1ts behalf,

Ry order of the Board

By Gy
Emily Carey

Company Secretary

13 November 2023
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GOVERNANCE AT A GLANCE

STRUCTURE AND CONTENT OF THE
GOVERNANCE REPORT
Governance at a Glance m
Chair's Introduction 14
Board Leadership 16
Section 172 126
Board Statements 128 \
People and Governance Committee 129
Audit Cornmittee 134
Remuneration Repert 142
Drirectors’ Report 64
LD!‘.recmrs’ statement 68
O ’
GOVERNANCE
The Board confirms that the Group complied with the principles and all relevant
provisions of the UK Corporate Governance Code 2818 {(the "Code’} for the period
under review. The Code 1s publicly available at www frc org.uk
Board and Committee membership as at 30 September 2023
Board Audit Remuneration  People & w
Committee  Committee Governance Board nationality '
Committee
Non-Executive Directors British* Logo
Thérése Esperdy (Chair) ¢ ¢ * removed
Sue Clark (SID) . . ¢ . Amencan oo
Diane de Saint Victar L + * A Logo
Ngozi Edozien 2 * * erman removed
Andrew Gilchrist’ * * * - Erench Logo
Alan Johnson +* * * _ removed '
Bob Kunze-Concew:tz ) L * L 4 Itahan* Logo
Jon Stanton 2 L - L3 removed;
Swiss Logo
o . removed |
Executive Directors Nigerian Logo
Stefan Bomhard (CEQ) * removed
Lukas Paravicim {CFO) + Austrian
removed
1 Ognoteg Char
2 Andrew Gilchnst appointed to the Board on 1 March 2023 v Alan.Johnsor has dua. Briush-llaaan J

\ nattonality

Board and Executive Management Gender Diversity as at 30 September 2023

Number of Percentage Number of senior positions Number in Percentage of
board of the board on the board (CEQ, CFQ, SID executive exetutive
members and Chair) management management
Men 6 60 2 7 64
Women 4 40 2 4 36
Prefer not to say 0 0 0 0
Board and Executive Management Ethnic Diversity as at 30 September 2023
Number of bpard ~ Percentage of Number of senios Number in Percentage of
members the board pasitions an the board executive executive
{CEQ, CFQ, 510 and Chair)  management management :
White British ar other White (including
minerity-white groups) 8 80 4 9 82
Mixed/Multiple Ethnic Groups 8] O o] ol
Asian/Aslan British 0 0 0 1 9 '
Black/African/Caribbean/Black British 2 20 0 1 9 .
Other ethnie group, including Arab 0 0 0 0 0
Not specihed/prefer not to say 0 0 0 0 0
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Non-Executive Director skills matrix

Fast-moving Innovation Clebal Mnance and Pagple arnd Leyal and Environment,  Technology
tonsumer and product business risk organisational regulatory sustainability and digital
goods (FMCU)  development leadership transformation  affairs and
goverrnance
Thérese Esperdy < $ * L)
Sue Clark * * & * *
Diane de Saint
Victor L 2 L L 4 *
Ngozi Edozien 3 L] ¢
Andrew Gilchrist ¥ * *
alan Johnson 2 L] * *
Bob Kunze-
Concewitz L 2 L g L J * *
Jon Stanton * 4 ¢ 2 * *
Non-Executive Director tenure
As at 30 Septemnber 2023
<1 year 1-2 years 2-3 years 3-4 years 4-5 years 5-6 years 6-7 years 7-8 years B-9vyears G+ years
Thérese Esperdy *
Sue Clark *
Diane de Saint
Victor L 2
Ngozi Edozien *
Andrew Gilchrist ¥
Alan Johnson
Bob Kunze-
Concewltz + }
Jon Stanton L 4

1. BOARD LEADERSHIP AND
COMPANY PURPOSE

The Company 1s led by an effective
and determined Board, focused on
the long-term sustainable success of
the Company, generating value for
shareholders and other stakeholders,
and contributing to wider society

®

2. DIVISION OF
RESPONSIBILITIES

The Chair and the Chief Executive
Officer have cleatly defined and
separate responsibilities, and there
is an appropriate combination of
Executive and independent
Non-Executive Directors.

@ Read more on page 120.

Read more on pages 17 and 116
to 125,

3. COMPOSITION, SUCCESSION
AND EVALUATION

Appointments are subject to & formal,
rigorous and transparent procedure
Succession plans, designed to promaote
diversity, including gender, social and
ethnic backgrounds and cognitive and
personal strengths, are 1n place for

the Board and senior management

An evaluation of the Beard and its
Committees is undertaken annually, in
line with the Code

@ Read more on pages 129 to 133.

4. AUDIT, RISK MANAGEMENT
AND INTERNAL CONTROL

Formal, transparent policies and
procedures are in place to ensure the
independence and effectiveness of the
internal and external audit functions
and the integrity of financial and
narrative statements, and tc manage
and mitigate risks

@ Read more on pages 134 to 141,

5. REMUNERATION

The Company has remuneration
policies and practices designed to
support its strategy and promote
iong-term sustainable success
Executive remuneration is algned to
the Company’s purpose and vision,
and is clearly linked to the delivery
of the Company’s long-term strategy.

@ Read more on pages 142 to 163.

www.imperialbrandsple.com
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GOVERNANCE CHAIR'S INTRODUCTION

DEAR SHAREHOLDER

I am pleased to introduce the
Governance section of this year's
Annual Report

The year in review

The Group has mamntained momentum
in 1ts delivery against the strategic plan
We are in the third year of our five-year
strategy and have seen further
improvements in Impenal's operational
and financial performance, despite the
challenging macro-economic
headwinds over the year

The Board's confidence in the sustained
strategic progress of the Group 18
reflected by the recent anhouncement
of a further buyback of up to £1.1
billion-worth of shares from October
2023 1o the end of September 2024

We successfully completed aur first

£1 hillion share buyback programme in
Septermnber 2023

The Board has been engaged this year,
completing deep dive reviews of our
Tier 1 markets and visiting key regional
clusters We have spent time with our

refreshed Executive Leadership Team
(ELT) which I believe has contributed to
an gpen and productive working
relationship. This has enabled us to
constructively challenge, scrutinise and
support as the ELT delivers the strategy
and reacts to external, market and
regulatory changes.

Throughout this period the Board has
continued to fulfil its core role to
oversee the Company's governance
frameweorlk, 1isk and change
management, financial controls

and cuiture.

Board succession

In February 2023, Simon Langelier
retired as a Non-Execulive Directar.
I would like to thank Simon for his
adwvice and support to the Company
over the past s.x years,

Recognising Simon's skills and
experience, we looked 1o make a new
NED appointment that provided
additional strength in finance and deep
experience 10 the tobacco sector [am
delighted that Andrew Gilchrist joined
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us as a Non-Executive Director on

1 March 2023 and the Board has already
benefited from his insight and
knowledge in 1ts discussions.

We have continued to enhance the
capability amongst cur Directors,
alming to have the necessary skills,
experience and diversity to deliver the
strategy and strong performance

[ beheve the company and our
shareholders are well-served by the
strong mix of geographic, operational,
functional, gender and ethnic diversity
of the Board

Diversity

Imperal continues to make progress on
diversity, equity and nclusion (DEl) We
remain committed to having a Board
that 1s diverse 1n all respects
Throughout the year and up to the date
of this report our Board has met the UK
Listing Rule targets regarding the
representation of women and ethnic
minaorities at Board level



lam pleased that across the wider
workforce we continue to progress
against our five-year DEl strategy

and ambiticns, reflected in the strong
results in this year's employee
engagement survey.

@ Read about cur Board's diversity and

its skills and experience on pages 116
to 119,

Stakeholders

The Group’s success 1s dependent upon
the Board taking decisions for the benefit
of its shareholders whilst having regard to
all our stakeholders.

The Board's focus during the year has
been to oversee the continuing
transformation of our business, the
delivery of our strategy and responding to
the challenges of the macro environment
The Board aims to ensure that Imperial
can have sustainable, long-term success
and we remain mundful of the impact of
decisions made on the Group's various
stakeholders in line with 8172 of the
Companies Act 2006,

Throughout the year the Board has
continued with the workforce
engagement programmie, including
"Meet the Board” sessions, informal
events, site visits and engagement on
executive remuneration. The Board has
received updates on the views and
feedback of institutional investors and
has had interaction with consumers o
gauge views on our brands and products

We remain committed to understanding
the views of all of Imperial's stakeholders
to inform the decisions that we make

Further information on our stakeholder
engagement can be found on pages 32
to 36 and in our Section 172 statement
on pages 126 to 128.

Culture

The Board recognises the importance of
culture for the successful delivery of cur
strategy During the year we reflected on
our culture change and people strategies
which aim to create an inclusive and
strong performance culture across
Imperial. We received regular updates on
our transformation programme and the
workstreams focused on talent, diversity
and mnclusion.

Board effectiveness

This year we engaged an independent
effectiveness review of the Board and
its Committees This enabled us to
recelve an objective view of the
performance of the Board and reflect
on our progress since the previous
external review in 2021 and the
organisational change programme
which has been underway during
that time.

The review highlighted the cohesion
and diversity of the beardroom, strong
leveis of trust and transparency and the
support and challenge of the Board as it
has overseen cultural change and
transformation within the business
Going forward the review has proposed
areas of focus as we aim te mainiain
and enhance our effectiveness

Details of this year's evaluation, and
the progress made against last year’s

actions can be found on page 133

AGM

The 2024 Annual General Meeting wall
be held on 31 January 2024 Further
details can be feund in the Notice of
Annual General Meeting sent to
shareholders and made available on the
Company's website

Closing thoughts

[ am mindful of the many individuals
who have contributed to Imperial's
continued progress over the year.

I would like to thank Stefan and his
team for their leadership and their
achievement in delivering Imperial's
strategy and transformation; all my
fellow Board members for creating an
open and constructive environment
which allows for debate and different
views (o be expressed, and hinally
[mpertial's employees who have worked
tirelessly to make the Company what it
is today.

Jtdmsns ity

Thérése Esperdy
Chair

Image
removed
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GOVERNANCE BOARD LEADERSHIP

BOARD OF DIRECTORS

s
QO
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B

Find out more at
www.impenalbrandsple.com/how-we-are-

transforming/out-ieadership-team

Committee membership

® People and Governance Commutteg
@ Audit Committee

® Remuneration Comm:ttee

. Committee Chair
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Thérése Esperdy
Chair @ ®

Tenure

Appointed to the Beard in July 2016 and
became Senior Independent Director In
May 2019 before being appointed Chair in
January 2020

Nationality
Amencan

Biography

Thérese has significant international
investment banking experience having
held a number of roles at JP Morgan
including global chair of JP Morgan's
Financial Institutions Group, co-head of
Asia-Pacific Corporate & Investment
Banking, global head of Debt Capital
Markets, and head of US Debt Capital
Markets. She began her career at Lehman
Brothers and joined Chase Securitles in
1997 priot 1o the firm's merger with

JP Morgan in 2000.

Skills and experience

Thergse has enjoyed a distinguished and
lengthy career in banking and
intemational business She isan
experienced leader and board member of
multinaticnal companies, bringing insight
and inderstanding of shareholder views
and the highest standards of corporate
governance Thérése continues to play a
pivotal role facilitating constructive
challenge and oversight within the Board

Outside interests

Semor independent director of National
Grid plc (due to retire on 31 December 2023)
and non-executive director of Moody's
Corporation
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Stefan Bombhard
Chief Executive Officer

Tenure
Appeinted in July 2020

Natianality
German

Biography

Stefan Joined [mperial from Inchcape
ple, a global distribution and retail
leader in the premium and luxury
automotive sectors, where he delivered
successful transformational change
during a five-year tenure as chief
execulive

Pricr to Incheape, Stefan was president
of Bacard Limited's European region
and was also responsible for Bacardi's
Global commercial crganisation and
Global Travel Retail Previous roles have
included chief commercial officer of
Cadbury plc and chief operating officer
of Unilever Food Sclutions Europe This
followed senior management and sales
and marketing positions at Diageo
{Burger King) and Procter & Gamble.

Skills and experience

Stefan brings extensive experience of
consumer companies and retail
transformation from a career in a
variety of leading multinational and
brand-driven businesses His in-depth
knowledge of marketing and a long
career in brand-building and challenger
businesses makes him uniquely placed
to lead Impenal and deliver its strategy

Outside interests
Non-executive director of Compass
Group ple.
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Lukas Paravicini
Chief Financial Officer

Appointment
Appointed May 2021

Nattonality
Swiss

Biography

Lukas has a proven track record 1n
multinational consumer goods
companies around the world. He joined
Impenal from agricultural commodities
and brokerage group ED&F Man
Haldings, where he was chief financial
officer He has also held senior
positiens at Fonterra, a New Zealand
and Australia listed co-operative and
the world's largest dairy exporter, with
sales in 130 countries. He was chief
financial officer from 2013-2017 and
chief cperating officer, Global
Consumer and Foodservice Business
from 2017-2018. Prior to that, he spent
22 years with Nestlé in varicus senior
finance and general management roles

Skills and experience

Lukas brings a breadth of financial, IT
and operational expertise from his
extensive career 1n consumer
companles, allowing him to provide
insight to the Board on financial and
commercial issues. His wide-ranging
experience allows hum to manage a
broad portfolig as CFO, including the
implementation of global shared
services in complex multinaticnal
organisations, technology
transformation and cybersecunty.

QOutside interests
Member of The 100 Group of finance
directors of the FTSE 100.

Image
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Sue Clark
Senior Independent Director (&) ® €)
Tenure

Appointed Non-Executive Director in
December 2018, Chair of the
Remuneration Committee in February
2019 and Senior Independent Director
n January 2020

Nationality
British

Bicgraphy

Sue has strong international business
credentials with over 20 years’
executive commitiee and board-level
experience in the FMCG, regulated
transport and utility sectors. Sue held
the role of managing director of
SABMiller Eurape and was an executive
commuttee member of SABMiller ple.
She joined SABMiller in 2003 as
corperate affairs director and was part
of the executive tearn that built the
business inte a top-five FTSE company.

Skills and experience

Sue has had a long career in senior
executive and non-executive roles
across international corporates, notably
Iin the areas of regulatory affairs and
government relations. This invaluable
perspective has particularly informed
the Board's discussions on strategy and
ESG. Sue's experience gives her a deep
understanding of shareholder views
and strong corporate governance,
rmaking her ideally suited in the roles of
Senior Independent Directar and Chair
of the Remuneration Committee.

Qutside interests

Non-executive director of Britvic ple
{where she chairs the remuneration
comimnittee), non-executive director of
Mondi ple and senior independent
director of easyJet plc
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Diane de Saint Victor
Non-Executive Director &) ®

Appointment
Appointed November 2021

Nationality
French

Biography

Dhane has strong legal, regulatory, M&A,
business alliance and ESG experience,
having held a number of general
counsel, company secretary and other
key roles in an international career. She
spent 13 years on the executive
committee, as general counsel &
company secretary, of ABB, the glohal
technology company. Prior 1o jolning
ABB, she served as a senior vice
president and general counsel of Airbus
Group and as vice president and
general counsel at SCA Hygiene
Preducts. Diane spent a decade working
at Honeywell, ultimately holding the
post of vice president and general
cournsel international. She started her
career with various legal and
government relations positions at GE.

Previous non-executive director
positions include Barclays plc, Altran,
Natixis and Transocean.

Skills and experience

Diane brings over 30 years’ experience
of broad international legal, governance
and regulatory expertise gained from

a range of senior executive and
non-executive positions in multinaticnal
organisations, as well as experience of
transforming organisations in sectors
undergoing change

Qutside interests

Non-executive director of WNS
(Holdings) Limmted and non-executive
director of C&A AG
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GOVERNANCE BOARD LEADERSHIP continued
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Ngozi Edozien
Non-Executive Director & ()

Tenure
Appointed November 2021

Nationality
Nigerian

Biography

Ngozi has over 35 years' experience in
finance/private eguity, general
management and strategy/business
development functions with
multinational companies in Europe, the
US and Africa She joined McKinsey &
Company in 1992, leaving in 1993 to join
Pfizer Inc. as vice president, Pfizer Global
Pharmaceuticals {PGP) Strategic Planning
and Business Development, a positicn
she held until her appeintment in
January 2005 as the regional director,
PGP East, Central and Anglophone West
Africa. She served as head of West Africa
for Actis LLP from 2009 until 2014
allowing her te leverage previous
experience m corporate finarnce at

JP Morgan.,

Previous non-executive director positions
include PZ Cussons and Vlisco ple.

Skills and experience

MNgozi's 35-year career across finance,
strategy, transformation and business
development allows her to bring
profound insight into regulated,
customer-focused FMCG businesses, an
area of strategic importance to Imperial
Brands Her expertise int innovaticn and
strategic change has proved valuable as
the Board oversees the Company's
transformation programme

Qutside interests

Non-executive directer of Guinness
Nigeria (a listed subsidiary of Diageo) and
non-executive director of Bank of Africa
- BMCE Group
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Andrew Gilchrist
Non-Executive Director & &

Tenure
Appointed March 2023

Nationality
American

Biography

Andrew has a proven track record of
business development, strategic
planning and husiness integration
following two decades of cperational
and financial experience in the tobacco
sector He was Chief Financial Officer
of Reynolds Amencan Inc until its
acquisition by British American
Tobacco (BAT) 1n 2017 Prior to this,
Andrew held a range of leadership
positions at Reynolds, including Chief
Information Officer, Chief Commercial
Officer and Business Development
Director, Earlier in his career, he
worked for BAT in marketing and
planning roles.

Skills and experience

Andrew has a proven track record in
finance and business transformaticn
withm our industry His commercial
and financial experience as chief
financial officer of Reynolds American
has given him a breadth of knowledge
into financial, treasury and strategic
matters which has benefited the work
of the Audit Committee as well as

the Board.

Qutside interests
None
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Alan Johnson CMG
Non-Executive Director @) &)

Tenure
Appointed in January 2021

Nationality
British and Itallan

Biography

Alan has a strong financial background in
consurner goods and retail, having held a
number of senior finance positions at Unilever
in Africa, Europe and Latin America during a
30+ year career, including chief audit
executive and chief financial officer of the
Global Foods Division He was previously chief
financial officer and then a non-executive
director of Jerdrumo Martins SGPS, S A, a food
retailer with operations in Portugal, Poland,
and Colormbia, untl April 2016, and retains a
role as the independent chairman of the
company’s internal control committee

Previous non-executive director posttions
1include non-executive director of the UK
Department for International Development
(DFID) where he chaired the audit & risk
assurance comrmittee, president and chair
of the board of the International Federation
of Accountants and chair of the audit
committee of the International Valuation
Standards Council.

Skills and experience

Alzn has outstanding financial and
international experience across Consumer
goods and retaill markets, with exceptional
accounting and regulatory insight gained
from his chairmanship of the International
Federation of Accountants His skills and
experience bring strength and rebustness to
discussions at the Audit Comrmittee and Roard

Outside interests

Non-executive director of DS Smith ple and
of Wilham Grant & Sons Ltd, inaugural chair
of the Stakeholder Advisory Council to the
Audit and Ethics Standards Setting Boards
and Chair of the Good Governance Academy.
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Bob Kunze-Concewitz
Non-Executive Director ) ®

Tenure
Appointed November 2020.

Nationality
Austrian

Biography

Bob is an experienced marketing
professional and has held a number of
senior roles at leading FMCG
companies He was appointed chief
executive officer of Campari Group, a
major player in the global spirits
industry, in May 2007 having joined the
business in 2005 as group marketing
director. Bob previously held positions
of increasing responsibility and global
reach at Procter & Gamble, including
global prestige products corporate
marketing director.

Skills and experience

Bob brings invaluable perspective from
a lifetime career in the glabal fast-
moving consumer goods sector. His
long-serving role as the CEO of a listed
company, his proven experience of
leveraging brand and marketing
strategies across complex international
markets and his tireless focus on the
consurmer has given the Board great
knowledge and experience to draw
upon 1n its work.

Qutside interests

Chief executive officer of Campari
Group (due to retire end April 2024),
non-executive director of Luigt Lavazza
S.p A and both a fellow at the Elis
Institute in Rome and vice chairman

of Altagamma, the Italian luxury

goods association.
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Jon Stanton
Non-Executive Director @ ® ®

Tenure
Appointed May 2019

Nationality
Britich

Biography

Jon has a wide range of international
leadership experience, encompassing
transformation, M&A and all aspects of
finance, principally in the B2B sector.

in 2016 he was appointed chief
executive of The Weir Group plc, one of
the world’s leading engineering
businesses, having previously been
CFO from 2010 Prior to that he spent 22
years at Ernst & Young, LLP, the last
nine years of which were as a partner
in its London office, where he led global
board-level relationships. Jon 1s a
Chartered Accountant and a member of
the Institute of Chartered Accountants
n England and Wales.

Skills and experience

Jon has a unique and broad skill set
driven by a long and prestigious career
as the CEO of a listed international
company and as an accountancy
partner This financial experience,
business knowledge and leadership of a
multinational make him a huge asset to
the Board and the Audit Committee
which he chairs

Qutside interests
Chief Executive of The Weir Group plc
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Emily Carey
Cormpany Secretary

Tenure
Appeinted May 2023

Nationality
British

Biography

Emily, a chartered accountant and
company secretary, has enjoyed a
25-year career In [inance, regulatory
affairs, compliance, governance and
company secretarial matters, with
significant experience in the o1l

and gas and sports betting and
gaming industries.

Prior to joining Impernal, Emily held a
number of rcles of increasing seniority
including 14 years at BF plc and three
years at Entain plc where she was
Group Company Secretary.

Simon Langelier also served as a
Non-Executive Director during
the year, standing down from the
Beard on 1 February 2023
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GCOVERNANCE BOARD LEADERSHIP continued

THE ROLE AND PURPOSE OF THE BOARD AND ITS COMMITTEES

GOVERNANCE FRAMEWORK

The Board is responsible for the
governance of the Company,
undertaking its duties within a
framework of clear authorities and
governance structures, with effective
controls that enabie risk to be assessed
and managed effectively.

The Board sets the tone for the Group
from the top and delegates specific
tasks to its Committees. Each of these
Commuttees has specific written terms
of reference issued by the Board,
adopted by the respective Committee
and published on cur website

All Commitiee chairs report on the
proceedings of their Committee at the
next meeting of the Board, and make
recommendations to the Board where
appropriate. Minutes of Committee
meetings are circulated to all

Board members.

To ensure Directors are kept up to date
on developments and to enhance the
overall effectiveness of the Board, the
Board Chair and Committee chairs
communicate regularly with the

Chief Executive Officer and the Chief
Financial Officer Where appropnate
the Board convenes virtually outside
of scheduled meetings to consider
time-sensitive matters

The Board 1s responsible to
shareholders and stakehalders for
approving the strategy of the Greup, for
overseeing the performance of the
Group and evaluating and monitering
the management of risk 1n & manner
that s most likely to promote the
Company’s long-term success.

BOARD ROLES AND COMPOSITION

As part of the governance framework,
the Board has adopted a schedule of
matters on which it must take the final
decision, These include approving the
Group's strategy, business plans,
dividend, major financial
announcements, and acquisitions

and disposals exceeding

defined thresholds.

Each member of the Board has access,
collectively and individually, to the
Company Secretary and 1s also entitled
to obtain independent professional
advice at the Company's expense,
should they decide it 1s necessary in
order to fulfil their responsibilities

as Directors.

While the Board shares collective responsibility for its activities, some roles have heen

defined in greater depth below

Chair

Leads the Board and 15 responsible for
1ts effectiveness and promoting the
highest standards of corporate
governance Oversees stakeholder
engagement and ensuring the Board as
a whole determines the Group's
strategy and objectives

Senior Independent Director
Supports the Chair on governance
1ssues and acts as an intermediary for
other Directors, and when reguired,
with shareholders. Leads Non-
Executive Directors 1n evaluating the
performance of the Chalir.

Non-Executive Directors

Provide constructive challenge and
rmonitor performance. Assess the delivery
of the strategy within the risk and
governance framework agreed by the
Board. Review the integnty of the Group's
financial infermation, ESG 1ssues and
succession planning of executive
management and set Directors’
remuneration.

Chief Executive Officer
Delegated responsibility for overall
performance and day-to-day
management of the Group, together
with implementation of the

Group’s strategy.

Chief Financial Officer

Provides financial leadership and
supports the development and
implementation of the Group's strategy

Company Secretary

Advises the Board on corporate
governance matters and comgpliance with
Board procedures and corporate
governance requirements
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BOARD COMMITTEES

The Board delegates certain matters, listed below, to Board Committees, consisting of members of the Board For further details,
see the table of Board and Committee membership at 30 September 2023 on page 112

Audit Committee

Assists the Board in fulfilling its corporate governance
responsibilities This includes oversight of the Group's external
audit, internal control systems, risk management framework
and processes, and the Group Internal Audit department. The
Committee’s responsibilities also include ensuring the
Integrity of the Group's financial statements and related
anrouncernents.

This Committee 15 chaired by Jon Stanton.

@ See page 134.

Remuneration Committee

Sets and implements cur Remuneration Policy aimed at
aligning the interests of Executive Directors and senlor
management with those of our stakeholders, ensuring our
abuility to attract and retain high-performing executives whilst
mcentivising the delivery of our strategic objectives and
sustained returns fer investors

This Committee is chaired by Sue Clark.

@ See page 142,

People and Governance Committee

Reviews and evaluates the composition and succession plans
of the Board and its Committees, to maintain an appropriate
balance of skills, knowledge, experience and diversity. Retains
oversight of the development plans for Executive Leadership
Team (ELT) members together with the Company’s wider
organisational structure, its diversity, equity and inclusion
agenda, and its talent management processes Oversees
workforce engagement and culture. Reviews and develops the
Board's corporate governance framework, including the Board
performance evaluation process.

This Comrnittee 1s chaired by Thérése Esperdy

@ See page 129.

Ad hoc committees
Ad hoe committees may be established 1o review and approve
speciflc matters or projects.

Executive Leadership Team
The Board delegates responsibility for developing and implementing strategy, and for the day-to-day running of the business, to
Stefan Bombhard, Chief Executive Officer, who 1s assisted in his role by the Executive Leadership Team (ELT) comprising the

members listed on page 13.

The ELT is responsibie for overseeing the operational execution and delwery of our strategic and financial plans, as approved by
the Board. This includes: business performance management; transformation and cultural change 1nitiatives; talent, capability and
succession; major Investments, divestment and capital expenditure proposals; business development consideraticns; ESG

initiatives; and risk assessment and management

@ For further details, see page 13,
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GOVERNANCE BOARD LEADERSHIP continued

OTHER NON-BOARD COMMITTEES
The Board delegates certain matters, as follows, to management committees consisting of senior executives'

Treasury Committee
(reporting to the Audit Committee)

This Committee reviews and approves maternal banking
and treasury matters, providing second line of defence
oversight of treasury-related risks

This Comrmittee 1s chaired by the Chief Financial Offiger

Risk Committee
(reporting to the Beard and Audit Committee)

This Committee oversees and manages enterprise-wide risk by
ensuring that the Group Risk Register remains relevant gn an
ongeing basis, reflecting the Group's risk appetite against those
identified nisks, and providing perspectives on the nisks raised
whilst also establishing the most effective presentation of risks
for ELT and Board review

In addition, the Comimittee oversees and, where necessary, directs
the effective design and operation of the Group's governance, risk
management and internal control framework

This Commiittee is chaired by the Chief Executive Officer

ESG Steering Committee

(reporting to the People and Governance Commtiee, the
Audit Committee and the Remuneration Committee as well
as the Board)

This Committee defines the Company's strategy relating to
ESG and 1o provide oversight of 1ts ESG programime, which
is designed to assist in prometing the long-term sustainable
success of the Company

This Committee is chaired by the Chief Executive Officer

Group Pensions Committee
{reporting to the Audit Comrmittee and the Remuneration Committee) :

This Committee provides oversight on both risk and reward
elements of the Group's pension arrangements

The Committee's cbjectives include tackling the risks inherent
n the Group's defined benefit pension schemes as well as
reward matters

This Committee 1s chaired by the Chief Financial Officer

Board meeting attendance

Name/Meeting 1
1722

=
=
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3 4 5 & 7
03/23 0523 06/23 08/23 09723

Non-Executive Directors

Thérése Esperdy (Chair)

Sue Clark (SID)

el

Diane de Saint Victor

Ngozi Edozien

Alan Johnson

Bob Kunze-Concewitz

o)

Andrew Gilchrist

a3

Simon Langelier

b}
o]
W
jut]
i

o 00e
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Jon Stanton
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Executive Directors

Stefan Bomhard {CEQ)

*®
*e

Lukas Paravicini (CFO)

*
* e
*

*

Notes
1 appointed | March 2022

2 Retired 1 Fehruary 2023 foowing the conc'nusion of the 2023 Anaual General Meeting
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AREAS OF BOARD FOCUS

The Board's agenda is structured along
four key focus areas. strategy,
performance, people and governance

within these four areas, the Boarg
considered the following during 2023:

Strategy

Performance

In this third year of imperial's five-year
strategy, the Board monitored strategic
progress and engaged with
marnagement on changes in the
external environment, the "Must Win
Battles" in our market categories and
how to adapt to dynamic changes

n NGP.

See pages 16 1o 23 for an overview of
our strategic pillars.

The Board reviewed financial,
operational and safety performance
dunng the year, including full-year
delivery against plan and options for
shareholder distributions

Imperial's principal and emerging risks
and the effectiveness of the Group’s
system of internal control and risk
management were reviewed over

the pericd.

See pages 84 to 99 for the Operating
and Financial Reviews.

Stakeholders: employees, consumers,
suppliers, customers, investors,
regulators

Stakeholders: employees, consumers,
suppliers, customers, investors,
regulators

S$172(1) factors:a, b, c, d, e, f

S172(1) factors:a, b,c,d, e, f

See page 126 for definitions of 5172
factors,

People

Governance

Advised by the People and Governance
Committee, the Board reviewed key
people priorities, including the Beard's
composition and independence and
progress against the Group's diversity,
equity and inclusion (DEI) strategy

Board members engaged directly with
the workforce through various events
in the UK and overseas to allow the
employee voice to be heard and to
infurm Board discussions and decisicns,

Andrew Gilchrist's appointment to the
Board was announced in February
2023, with the appointment taking
effect from 1 March 2023.

For further information, please see
the People and Governance
Committee report at pages 129 to 133,

Under the leadership of the Chair

and the People and Governance
Commiittee, an externally-facilitated
evaluation of the Board was conducted
n 2023

The last externally facilitated Board
review took place in 2021 In ight of
the strategic and operational progress
of the Group and the new senior
leadership and organisation in place, it
was considered that a specialist board
evaluation provider would be best
placed to provide an chjective view on
the progress made by the Board over
this period

For further information on the Board
evaluation, please see page 133.

Stakeholders: employees, investors,
regulators

Stakeholders: employees, investors

§172(1) factors: a, b, c, d, e, f

§172(1) factors:a, b, ¢, d, e, f

BOARD IN ACTION:

Langenhagen factory visit,
Germany

As part of its review of our European
cluster, the Board visited one of our
largest factories in Langenhagen.
Topics discussed included energy-
saving activities, the apprenticeship
programmes and how the factory 1s
adapting to deliver new products
alongside cur existing ones.

Image
removed
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GOVERNANCE BOARD LEADERSHIP continued

BOARD IN ACTION:

Market review: Africa, Asia, Australasia and Central &
Eastern Europe [AAACE)

As part of its programme of deep dive reviews of Imperial’s
markets, the Board visited Morocco 1n June to better
understand the dynamics, performance and strategy for

the region. lmage

A structured “listening agenda” was devejoped for the visit (o removed

enable stakeholder voices to be heard directly by the Board'

Consumers: a consumer imimersion event was held whereby
Board members met with a cross-section of consumers to gain
insight on local consumer preferences, cheices and moments
with Impenal’s brands.

Retailers: visits 10 a vanety of stores in Casablanca allowed
Directors to better understand our direct and trade
commercial channel stakeholders and how we can work
together effectively

People: an informal employee event was held, where Directors
could meet a cross-section of our local workforce In smali
groups and without a set agenda in order that they could hear
directly frem employees across our global organisation.

Local leadership: the Board heard from regional, cluster and
market leaders about key aspects of our business, including
regional and country husiness reviews

BOARD ACTIVITIES 2022/23
The topics covered by the Board in its meetings during the financial year are detailed below
Discussion points/Decisions made

Meeting Focus area

November 2022 « FYZ2 Performance < Approval of the full year announcement, the year-end results preserntation

(London, UK) + GCO and the Annual Report and Accounts
+ Global Consumer Office (GCO) review, including an update on US NGP Plans,
disposables and innovation pipeline

January 2023 + Performance + Ql performance and strategic progress update
(Bristol, UK) + Strategic pregress + Global Supply Chain review, including performance, KPIs and strategy

- Glckal Supply Chain + NGP update, including potential M&A and partnership opportunities

- NGP - Annual General Meeting preparation.

+ AGM

March 2023 - Europe regional review Update on European landscape and Imperial Brands' performance.

(Hamburg, = Cluster review - Background to key European strategic pricrities.
Germany) + German market + Brand overview within combustibles sector
engagement + NGP acceleration
« Risk + Risk assessmen! update.
May 2023 « Performance + Half year performance and announcement, with an update and assessment

(London, UK)

US regional review

» Digital Transformation

on strategic progress.

» Update on US market environment, performance and intiatives

Censumer deep dive on US brands
Cverview of Unify programme, including ambition, achlevermnents to date and
key milestones

+ Future strategic
planning

June 2023 + AAACEregional review -+ Update on Africa, Asta, Australasia and Central & Eastern Europe (AAACE)
(Casablanca, region, including landscape, renewed vision and strategy
Morocco) + Overview of performance by region within AAACE cluster

+ Consumer interaction and store visits
August 2023 - Performance - (3 update, including operational and financial performance, inflation
(virtual, via + Corporate Affairs management and [R feedback following a US investor event
Teams) + Corporate affairs update, including engagement on electronic vapour

products ("vape”) and the status of single use plastics schemes in Europe

September 2023 » Performance + Performance and sirategic progress update

(London, UK)

Business plan
« Capital allocation
« Risk

+ Discussion and approval of the FY24 business plan, including strategic
context within overall delivery of five-year plan, adaptatnon to changes in the
NGP category and the continued transformation of Imperial's operating model

- Consideration of options for capital allocation in FY24

+ Board risk assessment, including risk appetite
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Engagement with investors

We value the support of our equity and debt investors and how
our engagement with these important stakelioldens can
influence our ahility to access capital. Our aim is to provide
balanced, clear and transparent commurucations enabling
investors to understand how we see our prospects and the
market environments in which we operate. Over the course of
2023, we held around 650 meetings with debt and equity
investors, and research analysts through the following'

.

results presentations and trading updates;

CEO and CFO participaticn at tnvestment banking conferences;
investor roadshows in the UK, North America and Asia with
private client brokers and wezlth managers and with debt
investors in suppon of Eurobond issue;

an investor serminar in New York, USA, “Start with the
Consumer”, to showcase how we have built our consumer-
facing capabilities;

our AGM, providing an opportunity for the Board to meet
with shareholders, particularly our retail investors,
shareholder engagement on our proposed executive
Remuneration Policy; and

ad hoc meetings to maintain an ongoing dialogue with
existing holders and to meet prospective investors.

Imperial's Chair continued her engagement with the Group's
largest shareholders through in-person and virtual meetings.

The Board is kept informed of investor engagement
throughout the year, through the IR Board Report which is
presented at every Board meeting Investor perception is
assessed on an on-going basis through feedback on meetings,
our events and our conference presentations. When appropriate,
this feedback is shared with the Board in the IR Board Report

INVESTOR ENCAGEMENT DURING FY23

Engagement with colleagues

The People and Governance Committee has embraced its
wider rele as the worklorce champion Our "Meet the Board®
listening sesslons continue to provide an integrated listenun

g

experience between our colleagues and NEDs that is authentic

and inclusive, enabling the Board to gain insights from a
representative cross-section of our global employee
population. These open and honest sessions have been
positively received, and are considered by colleagues to be
helpful in connecting to the strategy and the enablers for
delivering 1t.

Specific engagement:

March 2023 + “Meet the Board" session
Germany - Office dnnks
= Dinner with local management
+ Factory tour

May 2023 + Dinner with cross-business talent
UK
June 2023 » "Meet the Board* session
Morocco - Employee reception
« Dinner with local and regional
management
September - "Meet the Board" session
2023 + Round table session - Reward focus
UK + Dinner with Global Business Leaders

Read rmore on how the Board considers all our stakeholders,
and how the Directors fulfil their duties under Section 172 of
the Companies Act 2006, in our S172(1) statement and
accompanying information on pages 126 to 128

‘\
October A February June
Results Conferences Conferences
+ Pre-close trading update Y. + Consumer Analyst Group of New + Paris
York (CAGNY) ROﬂdShOWS
November N Engagement - Asia
+ AGM * Private Client/Wealth
Results S Management
+ FY Results ¢
s Engagement
Roadshows April N + In-person "Start with the
© UK Results Consumer* Serninar, NYC
+ North America )
. « Pre-close trading update
« Private Client/Wealth AN /
Management
T _/ ™ N
May July - August
T A
December Results Engagement
Roadshows - HY Results + Consultation on proposed new
+ Private Client/Wealth Roadshows . Remuneration Policy Y,
Management - UK \
Conferences - North America September
\' Virtual Y - Private Chent/Wealth Conferences
Management « Boston
January Conferences
Engagement ' I\"fndO?
+ Chair roadshow * Virtua
AN .
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GOVERNANCE SECTION 172

STATEMENT ON SECTION 172
OF THE COMPANIES ACT 2006 .

Effective engagement

with a wide range of
stakeholders, including
consumers, colleagues,
governments and regulators,
our customers, suppliers,
and investors is key to the
successful delivery of our
strategy and vision in the
long term.

During the year, the Directors acted ina
way they considered, in good faith,
most likely to promote the Company's
long-term success for the benefit of its
mermnbers as a whole, paying due regard

to the matters set out in Section 172(1)
of the Companies Act 2006.

Image
rermoved

In taking into account the various
interests of all relevant stakeholders
when making decisions, the Board
recognises if 1s not always possible to
achieve each stakeholder's preferred
outcome. Which stakeholder groups’
interests are considered depends on
the decision at hand. The Board
endeavours to balance the different
priorities and interests of our
stakeholders in a way compatible with
the long-term, sustainable success of
the business and which aligns with our
purpose, vision and behaviours.

Examples of key decisions taken by the
Board during the year and how stakeholder
views and inputs, as well as Section
172(1) factors, have been considered in
its decision-making are shown on the
following pages, which together form
our Section 172(1) statement.
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The Board recognises 1ts responsibility
to give due regard 1o the following
matiers in armving at 1is decisions

Section 172(1) factors

@ The likely consequences of any
deeision in the long term

@ The interests of the Company’s
employees

@ The need to foster business
relationships with suppliers, customers
and others

@ The impact of the Company's
operations on the community and
the environment

@ The desirabihity of the Company
malntaining a reputation for high
standards of business conduct

@ The need to act fairly as between
members of the Company

Examples of dectsions taken by the Board
and how stakeholder views and inputs, as
well as 5 172(1) factors, have been considered
in 1ts decision making are shown on the
following pages.

Key stakeholders
N
Consumers
l‘l
‘) Customers

Governments
and regulators

@ Colleagues
e
A Suppliers

5 Investors




BOARD DECISION-MAKING AND
STAKEHOLDER CONSIDERATIONS

Board meetings provide the 4
opportunity for the Directors

to discharge their duties

under Section 172, L
considering stakeholders as
part of their deliberations

and decision-making. ‘

The broad skillset and knowledge base of Board members
promotes and enhances the diversity of thinking during
Board discussions.

The Board meeting calendar is planned by the Chair, ,
Company Secretary and Chief Executive, with input from
other key parties, such as the CFQ, as required

The Board receives detailed papers in good time ahead of
meetings to enable the time 1n meetings to be devoted to
discussion, debate and challenge following any presentation
that may also take place As part of this process, relevant J
stakeholder (nterests are identified in the Board papers

The Board is responsible for setting the strategic direction

("‘{E\\ of the Company, as outlined on page 123, and ensuring
stakeholders are treated fairly as part of this1s firmly
. ) embedded 1n the culture of the Company. Decisions are
properly recorded in meeting minutes

(71 4 Decisions are cascaded as appropriate and stakeholders

! engaged where necessary. Updates are provided to the
Board to allow it to review and monitor impact,
effectiveness and the fulfilment of its duties

Examples of S172 in practice.

" A
CAPITAL ALLOCATION - S172(1) CONSIDERATIONS AT A GLANCE
SHARE BUYBACK DECISION Likely long-term Surplus capital returns to shareholders within

ABE® consequences of five-year strategic plan but leaving sensible headroom
for incremental investment {for example, in NGF}

- . o s the decision .
@‘ i 1 @ @ L;]') Q,;&) over and above the business plan and to aliow for

_ downside risk.
During the year the Board

Increased confidence and demonstration of

announced an ongoing, multl-year Interests of :
share buyback programme. This our colleagues strategic delivery.
decisi . o
impfgi?ﬂ‘g;i;g?g;ﬁ:iigy Maintaining a Improved performance and confidence in cur ability to
confidence in being able (o contine reputation for high continue to generate strong cash flows in the coming
generating strong cash flows to standards of years supports growing shareholder returns through a

- i rogressive dividend.
support growing shareholder returns business conduct brog ¢ dividen
in the years to come Need to act fairly The Board acted fairly when considering key

between members stakeholders in 1ts decision-making Once decisions

were made, clear and transparent reporting on our
plans and progress was undertaken
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GOVERNANCE SECTION 172 continued

(ACQUISITION OF US NICOTINE
POUCHES:

ojolelelo]

=G e

On 23 June 2023, the Board
announced the acquisition of a
range of nicotine pouches from TJF
Labs in order to facilitate its entry
into the US modern oral market

The transaction enables [TG Brands,
Impernal’s US operation, ta offer legal
adult American consumers a diverse
range of 14 product variants in a
pouch which performs strongly in
consumer testing.

Following further consumer testing,
ITG Brands will relaunch this range
in 2024 under a new brand, which
will be supported by the company's
existing US sales force.

Likely long-term
consequences of
the decision

TJP Labs, a Canada-based
manufacturer. will continue o
manufacture the oral nicotine
pouches under contract for
ITG Brands.

The transaction, for an nitial
consideration of £65 million with an
additional deferred sum based cn
sales volumes over five years, was
consistent with Imperial's capital
allocation policy to invest in the
business strateqy through small
bolt-on transactions The Company
continues to be commatted to an
ongolng multi-year share buyback
(see above)

Imperial already markets modern
oral products in selected European
markets under the Zone X and
Skruf brands.

5172(1) CONSIDERATIONS AT A GLANCE

Facilitates entry 1n the US Modern Oral Nicotine
category, underpinned by our strategic priornty to
build a targeted NGP business

Interests of our
colleagues

Builds on our extensive brand development,
marketing and sales execution capabilities in the US

Fostering business
relationships with
suppliers, customers
and others

The transaction is aligned to our focused, challenger
approach in next generation products, enabling us to
offer our legal adult consurmers a wider range of
product options.

Maintaining a
reputation for high
standards of
business conduct

A clearly differentiated product within the US market
which tested strongly with consumers

Need to act fairly
between members

The Board acted fairly when considering
stakeholders in its decision-making. Once decisions
were made, clear and transparent reporting was
undertaken internally and externally

.

/

GOVERNANCE BOARD
STATEMENTS

Section 172 of the Companies

Act 2006

The Board seeks to consider the
interests of all relevant stakeholders
when making decisions Our formal
statement is disclosed on page 126,
Throughout this Annual Report we have
included informaton on how the Board
operates and considers the interests of
stakeholders when making its decisions

@ Read more on pages 126 to 128,

Viability statement

On the basis of a robust assessment of
the emerging and principal nisks facing
the Group, and the assumption that
they are managed or mitigated 1n the
ways disclosed on pages 100 to 111, the
Board's review of the business plan and
other matters considered and reviewed
dunng the year, and the results of the
sensitivity analysis undertaken, the
Board hags a reasonable expectation
that the Company will be able to
continue in operation and meet its
liabilities as they fall due over the
peniod to September 2026

@ Read more on page 110,
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Going concern basis

Having assessed the principal risks
facing the Group, including the global
econormic environment, as well as
realisation of other key risks, including
chmate change and the impact of the
share buyback, the Board is of the
opinion that the Group as a whole and
Imperial Brands PLC have adequate
1esources 1o meet operational needs
from the date of this Report through to
November 2024 and, therefore, concludes
that it is appropriate to prepare the
financial statements on a going concern
basis The reduction in the peried from
the prior year, increased following the
outbreak of the coronavirus to provide
assurance to the market around
corporate liguidity risk, was noted and
determuned to be both appropnate and in
line with statutory requirements

@ Read more on page 110.

Principal risks and uncertainties

The processes and related reporting
descnibed in the Principal Risks and
Uncertainties section on pages 100 to 111
enables the Audit Committee to review
and monitor the effectiveness of our risk
management and internal control
systems and confirm their effectiveness
to the Board, in accordance with the
recommendations of the Code.

@ Read more on pages 100 to 111,

Fair, balanced and understandable
The Directors confirm that they consider,
taken as a whole, this Annual Report and
Financial Statements are fair, balanced
and understandable and provide the
information necessary for shareholders

to assess the Company's position,
performance, business model and strategy.

@ Read more on page 139,

Modern slavery statement

In compliance with the UK Modern
Slavery Act, every year since 2016,
Imperial Brands submits its Modemn
Slavery Staterment, where we outline our
commuitments for the upcomung year.
You can read our 2022 Moedern Slavery
Statement on our website As part of these
commitments, together with Slave-Free
Alliance, of which Impernal Brands isa
founding member, we developed a
medern slavery toolkit to help our
colleagues to enhance thelr knowledge
about modern slavery, identify its key
indicators and characteristics, respond
appropriately to potential victims, and to
escalate and report any concerns. In 2023,
we created a Modern Slavery Local
Charmpions Commuruty to enisure our
local charmpions had all the support they
needed, and we updated cur Modern
Slavery Manufacturing Standard.

@ Read more on page 62 and 63,



GOVERNANCE PEOPLE AND GOVERNANCE COMMITTEE

PEOPLE AND GOVERNANCE

COMMITTEE

lmage
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Thérése Esperdy
Comrnittee Chair
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gender balance 131
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Board evaluation 133
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PEOPLE AND GOVERNANCE
COMMITTEE CHAIR'S OVERVIEW

Dear shareholder

1 am pleased to introduce the People
and Governarnce Committee report for
the year

During the year the Committee has
continued 1ts focus on executive
succession planning, embedding recent
appointments to the Executive
Leadership Team and assessing the
Group's senior management We
continued to oversee the development
of a structured framework for talent
management, reflecting on the skillsets
and experience to support the
implementation of the Group's strategy
and respond to the challenges facing
the business

In March we appointed Andrew Gilchrist
to the Board as a Non-Executive Director
and a member of the Committee
Andrew brings deep experience of our
mndustry as well as finance and planning
from his career at Reynolds American.

Looking forward, we intend to continue
to focus on succession — both for the
Board and executive management —
and the identification and development
of a strong leadership cohort to address
the opportunities presented by

our strategy.

L Ny

Thérése Esperdy
Chair of the Pecple and Governance
Committee

e

Role of the People and Governance Committee

The People and Governarice Commitiee leads the process for appointments to
the Board and executive leadership and reviews employee engagement and
wider culture change activities to ensure they are consistent with the Group's
purpose, strategy and values. 'The Committee seeks to ensure that the
composition and structure of the Board remains effective by monitonng the
balance of skills, knowledge, experience and diversity amongst Directors in
support of the strategy. It is also responsible for the sccial and governance
components of the Company's ESG agenda

KEY RESPONSIBILITIES

- Overseeing the development of a
diverse pipeline for succession,
taking into account the challenges
and opportunities facing the
Group, its strategic priorities and
the skills and expenence needed
for the future

+ Monitoring employee engagement
through formal and informal
means to ensure workforce views
are understood by the Board.

+ Reviewing workforce practices
and pohicies, including those
which impact talent and
capability and diversity and
inclusion, and ensure these are
consistent with Imperial's
purpose, strategy and values.

+ Assisting the Board in ensuring its
composition is regularly reviewed
and refreshed, taking into account
the length of service of the Board

~N

as a whole, so that it is effective
and able to operate in the best
interests of sharehclders

» Enguring there is a formal,
rigorous and transparent
procedure for appointments to
the Board.

+ Reviewing and developing the
Board’s corporate governance
framework and monitoring its
compliance with corporate
governance standards and
practices while ensuring that it
remains appropriate io the size,
complexity and strategy of
the Group.

Biographical details of the current
members of the Committee are set
out on pages 116 1o 119,

The Committee's terms of
reference can be found on our
website, www.imperialbrandsplc.
com/healthier-futures/
governance/board-committees,

_/
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GOVERNANCE PEOPLE AND GOVERNANCE COMMITTEE continued

ABOUT THE PEOPLE AND GOVERNANCE COMMITTEE

Membership and attendance:

1 2 3 4

Nama/Meeting W22 0123 05723 09/23
Thérese Esperdy (Chair) * * 2 L2
Sue Clark (SID) + & * &
Diane de Saint Victor L 2 * * *
Ngozi Edozien [ * 2 &
Andrew Gilchrist! n/a n/a * [ 2
Alan Johnson [ L 2 ¢ *
Bob Kunze-Concewitz ¢ * * *
Simon Langelier? * * n/a n/a
Jon Stanton ¢ * * *

1 Appeinted 1 March 2023

Nete rnya stgnifies not eligible to attend

2. Ret.red from the Board at the conclusion of the Annual Cenerdl Meeting en 1 Feoruaty 2023,

Other regular attendees
- Company Secretary,
as Secretary to the People and
Governance Commitiee
= Chief Executive Officer
+ Chief Financial Otficer
« Chief People and Culture Officer
+ (Other senlor executives
as appropnate

N

The People and Governance
Commuttee consists entirely of
independent NEDs, as defined 1n the
UK Corporate Governance Code 2018
(the Code). The Board Chair 15 the
Chair of the Comimittee, and was
independent, as defined by the Code,
upon appolntment

vy

PEOPLE AND GOVERNANCE
COMMITTEE ACTIVITIES 2022/23

Succession planning

Executive

The Committee reviewed the Group's
talent model, its development
initiatives and approach to succession
across a band of management grades
It discussed the pipeline of potential
executive leaders over the short and
longer term, as well as the work
underway to identify the development
needs of future leaders within

the organisation.

Non-Executive

To assist in succession planning for
Non-Executive Director appointments
and Committee membership, the
Committee considered the skills,
experience and tenure of current
Non-Executive Directers and reflected
on how this skillset enabled the Board
1o execute the Group's strategy, fulfil
the tasks and activities of its
Committees and meet future business
and regulatory challenges

The Commuttee assessed the
appeintment of Andrew Gilchrnist
as a Non-Executive Directar and
recornmended that he joln

the Audit and People and
Governance Committees,

Read more about the gkills and
experience of our Board on pages 116

to 119,

Employee engagement

The successful delivery of Imperial’s
cultural transformation forms a key
part of the Group's strategy. During this
critical phase of organisational
transformation, the Board has
determuned that all NEDs should have
responsibility for waorkforce
engagement. The Beard considers this
arrangement tao be effective because 1t
allows every Board member to
participate rather than channelling
engagement through a single Director
and insights are heard collectively

Impernal's programme for employee
engagement forms part of the remit of
the People and Governance Committee,
The Commitiee reviews the
mechanism for workforce engagement
on an annual basis and considers the
effectiveness of this approach as part of
the Committee evaluation.

The workforce engagement programme
includes a2 number of Board-led
activities, including individual and
collective site visits and structured
listening sessions to facilitate two-way
dialogue between employees and Board
members These are complemented by
nsights from employee engagement
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surveys, updates on the Group's culture
strategy, people agenda and the
diversity, equity and inclusion strategy

During the year the Board held two
"Meet the Board” sessions in Germany
and Morocco, and further participated in
dinners and office visits These sessions
ncluded small groups to allow for
different voices to be heard and with no
set agenda to enable open discussion.
Participants in these sessions represented
a broad cross-section of our workforce

Diversity

The Commuttee continued to appraise
appointments to the Board from the
perspective of its commitment to
diversity, particularly with respect to
gender and ethnicity, in its composition
and succession plans The proportion of
women on the Board at 30 September
2023 remalned at 40%.

The preportion of women 1n our
Executive Leadership Team was 30% for
the year.

@ Further information on gender

balance amongst the Group's senior
management ¢an be found on page 69
of the Strategic Report.

The Board currently has two Directars
who 1dentify as being from an ethnic
minority background, meeting the
Parker Review's current recommendation
of at least one Director. Two members
of our Executive Leadership Team
identify as being from an ethnic
minority background.

During the year, the Committee
reviewed progress against Imperial's
diversity, equity and inclusion ambition
and five year strategy. Areas
considered by the review included-

- Actions to attract and hire

diverse talent.

Global and local gender goals.

+ Benchmarked measures of
employee inciuslon.

+ Employee data informing priorities
and enabling the setting of goals n
other areas of representation, with
priority focus on ethnicity.

+ The completion of external
assessments te identify prionty areas
for policy and practice improvernernt.

See pages 67 to 69 for more
information about our DEI agenda.




Board gender balance as at
30 September 2023

60%

O Male 60%

) Female 40%

Board ethnicity as at

30 September 2023

80%
O Non-ethnic minority backgm:r‘“j 80%
C) Ethnic mingrity background 20%

Senior management' and direct
reports gender balance as at

30 September 2023
38Y%
62%
O Maie B62%
O Fernale 38%

1 Semor management as defined oy the Code.

Board appointments

The Commuittee utilised an external
search consultant to undertake a
review of candidates for petential
appomtment to the Board. Andrew
Gilchnist was interviewed by the
Commuttee, the Chief Executive and
Chief Financial Cfficer and the
Committee concluded that Andrew
would be an excellent addition to the
Board as a Non-Executive Director, with

valuable financial and sector knowledqge,

and therefore recommended Andrew's
appointment to the Board. Andrew
Gilchnst was appointed to the Board on
1 March 2023

Independence

All Directors have a statutory duty to
exerclse iIndependent jJudgement.
Non-Executive Director (NED)
independence has a pivotal role in
bringing constructive challenge and
independent oversight tc effective
Board discussion and decision-making

In accordance with the provisions of
the UK Carporate Governance Code,
the Chair was considered independent
at the time she was appointed to

the Board and to that role, and the
Board considers ali other NEDs to

be independent.

Conflicts of interest

Each Director has a statutory duty to
disclose actual or potential conflicts of
interest, The Company's Articles of
Association zallow the Board to
authorise potential conflicts of interest
that may arise and to Impose such
limits or conditions &s it thinks fit
This authorisation process informs the
People and Governance Comimittee’s
assessment of a Non-Executive
Directar’s independence when
proposing that Director for re-electicn
at the AGM

Time commitment and

outside appointments

Each NED must be able to devote
sufficient time to the role 1n crder to
discharge their responsibilities
effectively. NED external time
commitments are regularly reviewed to
ensure that they are able to allocate
appropriate time to Impernal

The Committee is satisfied that the
Chair and each of the NEDs dedicates
sufficient time to fulfil their

[mpenal duties.

NEDs are required to consult with the
Chair and Company Secretary before
accepting any other role which may
impact their ability to commit
appropriate time to Imperial. Approval
of any new outside appointment for an
existing NED will consider the time

commitment required, independence
and potential conflicts of interest
During the year, the Board approved the
appointments of Ngozi Edozien as a
non-executive director of Bank of
Africa and Alan Johnson as inaugural
chair of the Stakeholder Advisory
Councli to the Audit and Ethics
Standards Setting Boards

In accordance with the Code and
subject to the agreement of the Board,
Executive Directors are permitted to
accept one external non-executive
board appointment and to retain any
fees received from such appointment.
During the financial year, Stefan
Bomhard was a non-executive director
of Compass Group PLC

Reappointment of Directors

In accordance with the Code and the
Company's Articles of Association,

all Directors offer themselves to
shareholders for re-election annually,
except those who are retiring
immediately after the Annual General
Meeting Each Director may be
remeved at any time by the Board or
the shareholders.

Director induction, training

and development

The Chair 15 assisted by the Company
Secretary in providing all new Directors
with a comprehensive induction
programme on joining the Board The
induction programine provides new
Directors with an understanding of
their duties as Directors, the Group, 1ts
businesses and the markets and
regulatory environments in which 1t
operates. This includes meeting with
senior management and an overview of
the Group's governance practices.
Nori-Executive Directors will have
further content tailored to the Board
Commuttees that they join. Feedback 1s
sought from the Director each time a
programme is completed and shared
with the Committee to ensure that our
induction process is centinually
updated and improved

Andrew Gilchrist joined the Board in
March 2023 and received a tailored
induction following his appeintment
This included one-to-one meetings
with our Executive Leadership Team,
business and functional leaders and our
internal and external auditors

The Chair has overall responsibility for
ensuring that Directors receive suitable
training to enakle them to carry out
their dutles Training is provided
through deep dive sessions
("Neducaticn”), written content and
presentations , as well as meetings with
Group employees and exiernal advisers
Directors undertake visits to different
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GOVERNANCE PEOPLE AND GOVERNANCE COMMITTEE continued

Imperal sites around the world,

where they meet with colleagues,
management, suppliers and consumers
You can read more about our
stakeholder engagement in more
detail on pages 32 to 36,

During the year the Board received
training on corporate policy posttions
and intellectual property rights and
licensing in NGP

The Directors have access to
independent professional advice at the
CGroup's expense, as well as the advice
and services of the Company Secretary,
who advises the Board on regulatory
and corporate governance matters

Review of the People and
Governance Committee

For 1ts 2023 evaluation, the Board
Initiated an external review using the
firm Independent Board Evaluation
(IBE), covering the Board and its

Committees The Committee evaluation

was undertaken through meeting
observation, together with a review of
meeting matenals and one-to-one
interviews with Commuttee members

and the Chief People and Culture Officer.

The feedback confirmed that the
Comimltiee was operating effectively,
having quality interaction and in-depth
discussion with the executive that has
demenstrated progress in the
organisation’s cultural transformation
alongside evolving talent management
and succession planning programmes
Areas of focus for 2024 include
rebalancing agenda time towards
traditional nomination committee
activities, iIncluding succession
planning for the Board
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BOARD EVALUATION

An evaluation of the Board, its Commuttees, the Chatr and individual Directors is undertaken on an annual basis, assessing the quality
of decision making and discussion by the Board and each Committee and reflecting on the performance of each individual Director

Actions from the 2022 Baoard review
The outcomes and actions agread following last year's review were a focus for the Board throughout the year Progress against
these key actions include

2022 Action

Actions taken during the year

NGP

Prioritising the Board's focus on NGP

.

CECQ's reqular report to the Board.

.

Rewviewed and developed M&A opportunities within NGP.

Held discussions over the year on scientific, regulatory and consumer
developments within NGP - both as standalone items and as part of the

Organised a deep dive on NGP intellectual property and licensing.

Talent and culture

Buildinig the talent pool, mapping the cultural
transformation within the organisation and

management levels, including internal progression and new hires

Reviewed the talent and capability programme across a spectrum of senicr

monitoring the progress of Diversity, Equity &

Inclusion initiatives.

Considered the progress in embedding Imperial’'s organtsational culture
programme, including the development of a Senicr People leadership skills

programmie {"Connected Leadership”).

.

Used KPIs to track the Group's five-year diversity, equity and inclusion strategy.

Strategic planning

Consider the medium to long-term strategic

direction of the Group.

» Received regular updates on market and competitor developments.
+ Held two deep dives on the approach and planning for the next five-year

strategic plan.

The process below was followed for this external review:

(‘

.

Planning Briefing —= Evaluation | Reporting [ Review —=  Actions
People and IBE reflects on IBE defines the IBE benchmarks Final evaluation Board and
Governance feedback from scope of the against best reports discussed  Committees
Committee 2021 review to review, attends practice standards by the Board and agree actions to
agrees evaluation  Inform thinking Beard and of corporate 1ts Committees, take forward
provider, on key focus Cornmittee governance and with Chair giving

‘ . ‘ L Actions then
following detailed  areas for the meetings and ather boards. individual mplemented
consideration evaluation Interviews Discusses draft feedback to each D .

S . ‘ : and menitored
IBE discusses individual reports with Chatlr, Director and the over the year
eval :tion directors and Comrnittee Chairs SID facilitating
mbu non-Board and Senior the Board's
Svnl;ecsﬁa [ contributors [ndependent feedback to
i Director (SID). the Chair.

J/

2023 BOARD REVIEW

In 2023, the Board initiated an external
evaluation by the firm Independent
Board Evaluation ([BE) IBE externally
facilitated imperial Brands’ Board
evaluation in 2021 but beyond this there
is no connection between IBE and
either Imperial Brands or 1ts Directors.

The evaluation supported the view that
the Board was performing effectively,
noting the progress made since the
previous review 1n 2021 The cohesion
and diversity of the boardroorn, strong
levels of trust and transparency and the
support and challenge of the Board as it
has overseen cultural change and
transformation within the business
were 1dentified as areas of strength 1n
the review

Recommendations were made with the
alm of helping the Board achieve
optimal effectiveness. The Board

agreed to implement actions acress the
following areas

Board agenda and focus

The Board's focus during 2022-23, has
been on the three areas referred to
zhove, together with ESG and specific
projects As Impenal begins tc develop
the next strategic plan,their focus will
shift towards more time on long-term
strategy, NGP and risk. We will ensure
increased co-ordination across the
Board and 1ts Committees to ensure
that strategic and operational priorities
dovetail and agendas are linked

Adding value and optimising challenge
With the Board having satisfied one of
the key recommendaticons of the 2021
review, namely rebuilding trust and
solidifying its culture both within the
boardroom and with executive
management, there is now opportunity
to review Board meeting structure

and topics to explore strategic ideas
before they are fully developed, find
ways to introduce different styles of
discussion and allow Beard members
to bring their experience to the
decision-making process

Strategy

While delivery of the current strategic
plan has gone well to date, the Board 1s
mindful that the market, requlatory and
geopolitical landscape remains dynamic
and the parameters for a future strategy
will be different to those of the current
plan The format of formal and informal
Board time will be re-examined to agree
optimal methods for engaging the Board
on the development of the next five
years of the strategy, including
encouraging strategic debates on
diverse options.
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AUDIT COMMITTEE
CHAIR'S OVERVIEW

Dear shareholder

I am pleased to present the report to
shareholders of the Audit Committee
for the year ended 30 September 2023,
which sets out how 1t has discharged
its duties in accordance with the UK
Corporate Governance Code 2018 (the
Code) and details the key matters
considered and findings during the
year. The Audit Committee has
exercised the authonity delegated to 1t
by the Board to provide assurance for
the integrity of the Group’s financial
statements, to oversee the Group's
external and internal audit and to
review the Group's internal control
and comphance frameworks.

I would like to express my thanks to
Simeon Langelier, who stepped down
from the Board and Audit Commuttee
during the year, for his most respected
input during his tenure; a warm
welcome goes to Andrew Gilchnst who
joined the Audit Commmuttee this year,
providing extremely valuable sector
and gecgraphical 1nsights to our
discussions in addition to his
financial expertise.

The Committee has spent time during
the year monitoring Imperial's risk
management, centrol and financial
governance framework, including a
step-up in our approach to Enterprise
Risk Management and the
enhancement of the surrounding
framework These are critical as we
enter the fourth year of our five-year
strategy and, as a business, look beyond
that. The Group's strategic ambitions
remain on track and the Committee
continues its focus to provide the Board
with the necessary assurarce In its
delivery of that strategy.

The Committee also recerved updates
from the Treasury and Tax functions
during the year, both of which have
strengthened the governance
underpinning their activities, which
has been critical as they play their part
in the wider ongoing Finance
Transformation. We also menitored and
received updates on the developments
proposed by what was the Department
for Business, Energy and industnal
Strategy {BEIS, as part of its ‘Restoring
Trust in Audit and Corporate Governance’
agenda, and the subsequent withdrawal
of draft new reporting regulations

We will continue to monitar the
proposed wider reforms, as well

as the forthcoming Code changes

See also the Committee’s focus in
2023 on page 136.
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The Audit Commuttee has closely
scrutinised a number of areas when
assessing critical judgements and
estimates made by management
and ensuring support for a robust
financial close

As a Cormnmittee, we continue to focus
on ensuring the Annual Report is fair,
balanced and understandable, with

an emphasis on transparency of
undetlying performance drivers,

and confirming both that adjusting
1tems are in accordance with the
agreed framework and that disclosures
are enhanced where necessary 10 help
users understand the accounts. This
included ensuring that an appropriate
balance within both the Half Year
Report and the Annual Report of
reported and adjusted results

was presented. Additional Alternative
Performance Measures were adopted in
the year to enable a greater explanation
of the impact of the Company’s Russia
exit; 1t 18 anticipated that these will only
be used in respect of this financial year.

Both external and internal auditors
confinue to present feedback on

key financial risks and controls and to
provide objective and appropriate
challenge to management in addressing
these areas. Both took advantage of
regular private meetings with myself
and the full Audit Committee
throughout the year These processes
continue to enable the Audit Cemmuttee
to report to the Beard on how 1t
discharged 1ts responsitalities and to
make recommendations to the Board,
all of which were accepted. The
Committee was also subject to an
external evaluation during the year,
further details of which you can find
below, but I was pleased with the
findings and will work with members to
consider areas for improvement
identified as part of the process.

The following pages provide an

insight into the range of activities and
deliberations of the Audit Committee
during the financial year, supported

by a fuller list of key matters censidered
by the Audit Comimittee set out on page
137 to 139

et

Jon Stanton
Chair of the Audit Committee
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Role of the Audit Committee

The Audit Committee assists the Board in fulfilling its corporate governance
responsibilities relating to financial and narrative reporting and controls
This includes oversight of the Group's internal control systems, risk
management process and framework, the Group Internal Audit department

and the external audit.

It also involves ensuring the integrity of the Group’s financial statements and

related announcements

KEY RESPONSIBILITIES

In line with the authority delegated
by the Board, the Audit Committee

+ Reviews and challenges the
critical management Judgements
and estimates which underpin the
financial statements, drawing on
the views of the external auditor
1n making an informed
assessment, particularly in
relatjon to each of the key matters
detailed on pages 137 to 139.

* Maintains appropriate oversight
over the work and effectiveness
of Group Internal Audit, including
confirming 1t 1s appropriately
resourced, reviewing its audit
findings and monitoring
Imanagement's responses

+ Monitors and evaluates the
effectiveness of Imperial's risk
management and internal control
systems, including obtaining
assurance that controls are
operating effectively and are
evidenced as such through,
for example, the internal self-

ABOUT THE AUDIT COMMITTEE

certification exercise and
subsequent internal audit testing

+ Reviews the adequacy and
security of the Company's
procedures for detecting fraud,
and 1ts systems and controls for
preventing bribery.

+ Scrutimses the independence,

approach, objectivity, effectiveness,

compliance and rerriuneration of
the external auditor.
Assesses the going concern
status and medium-term viability
of the Group

- Assists the Board in confirming
that, taken as a whole, the
Annual Repart 1s fair, balanced
and understandable, and provides
the information necessary for
shareholders to assess the
Company's position, performance,
business model and strategy
{see page 139}.

"%\ Lhe terms of reterence ot the
Q) Audit Cornmittee can be found

on our website,

Membership* and attendance

1 2 3 4
Name/Meeting W2 02/23 05/23 09/23
Jon Stanton (Chair) L * 4 *
Sue Clark (SID) < * L 4 L2
Ngozi Edozien * + g ¢
Andrew Gilchrist® nfa n/a @ 4
Alan Johnson ¢ + * *

* A n/a r/a

Siumon Langelier?

= Only mempoers are entitled to attend
1 Appointed 1 March 2023
2 Relired 1 February 2023
Nate h/a signifies net eligible 15 attene

Other regular attendees during FY23

+ Board Chair

* Chief Executive Officer

* Chief Financial Officer

* Group Finance Director

+ Company Secretary

* Deputy Company Secretary, as
Secretary to the Audit Cominittee

+ Group Financial Controller

+ Glohal Tax Director

+ Director of Group Internal Audit

+ Representatives from EY, our
external auditor

GOVERNANCE

The Audit Commiittee consists entirely
of independent Non-Executive
Directors as defined by the Code

The Audit Commuttee chair, and both
Alan Johnson and, following hits
appointment in March 2023, Andrew
Gilchrist meet the Cede’s standard of
having recent and relevant financial
expernience. The Board is satisfied that
the Committee as a whole has the
required competence relevant to the
sector in which the Company operates,
supported by the FMCG experience of
Sue Clark, Ngozi Edozien, Andrew
Gilchrist and Alan Johnson

Biographical details of the current
members of the Audit Commattee are
setout on pages 116 to 119 Members of
the Audit Comnmittee are appointed by
the Board following recommendation
by the People and Governance
Committee Simon Langelier stepped
down as a Director of the Company and,
therefore, as a member of the Audit
Comimnittee in February 2023; Andrew
Gilchrist joined the Committee on

his appeintment to the Board in
March 2023

The Audit Committee’s terms of
reference state 1t must meet at [east
three times a year The quorum for
meetings is two

At each meeting, both the Director of
Group Internal Audit and EY had the
opportunity to meet with the Audit
Committee without management present.

The Audit Commuttee 15 autherised to
seek external legal advice and other
independent professicnal advice as

it sees fit.

AUDIT COMMITTEE REPORT

Focus in 2023

« QOversight of continuous
improvement agenda of risk
management, internal control and
assurance taking into account
BEIS proposals

+ Supporting the Finance
Transformation being led by the CFO
to enhance capabilities, prioritise
contreols and governance and support
the broader culture change being led
by our CEO.

+ Reviewing and challenging critical
judgements, estimates and
disclesures, iIncluding adjusted
performance measures, particularly
as they relate to the ongoing
execution of our new strategy, and an
uncertain macro environment
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GOVERNANCE AUDIT COMMITTEE continued

- Ensuring reporting and disclosures
are fair, balanced and
understandable, and adequately
reflect developments in cur
ESG commutments and FRC
disclosure guidelines.

Assessment and approval of
alternative performance measures to
facilitate the presentation of results
following the Company's Russia exit.

- Oversight of the external auditor and
implementation of engoing
enhancements to derive value from
the external audit whilst also
enhancing audit quality.

+ Supperting the Group Internal
Audit strategy.

Looking ahead to 2024

For the coming year, the Committee
will continue to support and monitar
the Finance team’s transformation
programme and the development of the
Group's risk management framework to

better support delivery of Imperial's
strategy to enable a more consistent,
effective and transparent approach 1o
risk and to drnive future value
Regulatory developments will continue
10 be 111 focus with the outcome of
the BEIS proposals to be taken into
consideration, and the enactment

of the FRC's Standard for Audit
Committees We will, as always,
challenge curselves to ensure

our gveral! reporting continues

to umprove, remains appropriate and
takes full account of regulatory and
other developments

Review of the Audit Committee
An externally facilitated evaluation
of the Board and Commiittees was
undertaken n 2023, as reported
elsewhere in the Annual Report,
conducted by Independent Board
Evaluation (IBE). IBE has no other hnk
with the Company or 1ts Directors

AUDIT COMMITTEE'S ACTIVITIES 2022/23
A summary of the topics covered by the Audit Committee 1n its meetings during the financial year 1s provided below

The Audit Comrmittee evaluation was
undertaken through meeting
observation, together with a review of
meeting materials and one-to-one
Interviews with Committee members
and the external audit lead partner

There 15 a high level of confidence

in the Audit Committee, which
feedback confirms 1s well-chaired.

The composition facilitates challenge,
evaluation and debate and draws well
on members' experience, facilitaling
good cross-Committee governance The
main areas to focus on for the Audit
Comrmuttee were the continued evolution
of the Group's risk management and
intermnal controls programime; and
non-financial/ESG reporting.

Topic Matters discussed and decisions taken

Financial + Finance update, including chimate change impact modelling

results and + Finance Transformation update

audit - FY22 Results overview and accounting estimates and judgements update and recommendations to
the Board

Review of HY23 Results, including going concern and accounting estimates and judgements

« Financial controls self-certification and FY22 attestations update
Confirmed audit/non-audit service fees

- Update on alternative performance measures [APMs)
FY23 audil plan and updale

+ External audit effectiveness review, including FY22 leamings to improve ways of working

+ Restructuring Policy review

* Recomimended reappointment of external auditor to the Board

+ Considered audit and neon-audit service fees

Corporate + Recommended preliminary announcement and Annual Report and Accounts tc Board, including the Audit
reporting Comrmnittee report and risk management disclosure
Recommended half year reporting to the Beard, including intenm dividends
Recommended final divicend to the Board
Internal Audit + Group Internal Audit update, including FY24 plan and approval of Charter
+ Group Internal Audit annual review
+ Group Internal Audit updates, including strategy roll-out update
- Engaged senior management for deep dives where issues required greater scrutiny
Functional and + Group Treasury update, including nsk management
business + Tax review Including strategy confirmation
1eviews « Logista Teview
Governance, + Internal controls and nisk management update, allowing confirmation of internal controls and

risk and control

nsk Code compliance

* Enterprise risk management framework update
Risk and controls assurance — Us
+ Governance, Risk and Control Operaling Model update.

+ FRC and BEIS updates

» Rewviewed independence of Audit Committee mernbers.

« Committee evaluation

» Update on FY23 Audit Commutttee planner
+ Private discussions with external auditor, Group Internal Audit and CFO

136 Impernal Brands | Annual Report and Accounts 2023



KEY MATTERS CONSIDERED

The Audit Commttee considered the appropnateness of the following areas of significant judgement, complexity or estimation n
connection with the iinancial statements:

Focus area and
why 1t 15 significant

How we as an Audit Committee addressed this area

Outcomes

Use of alternative performance
measures

Non-GAAP or alternative
performance measures (APMs)
provide an appropriate and useful
assessiment of business performance
and reflect the way the business is
managed They are also used in
determining annual and long-

term incentives for remuneration,
and are widely used by our investors,
There 1s a risk that their
inappropriate use could distort

the performance of the business.

During the year the conclusions of a detailed
review and scrutiny of the proposed use of
APMSs In FY23 were presented to the Audit
Committee The Committee also reviewed and
approved changes to the APMs proposed by
management to provide greater clarity on the
nature and amocunt of all adjusting 1tems.

No restructuring costs associated with the 2021
strategic review were recognised 1n FY23, as
previously agreed by the Committee.

Production changes at the Company’s Kyiv
factory were considered as an adjusting item
and discussed by the Audit Committee

The Audit Committee discussed with
management and EY the fair value adjustment
and impairment of other financial assets

Three additional APMs were introduced
at the half vear to better enable the
presentation of Group results excluding
Russia and it is anticipated that these
will be discontinued after FY23 The
separation of "NGP Adjusted Operating
Profit” as a standalone metric, being a
derivative of the previously combined
Tobacco and NGP Operating Profit APM,
was approved for the full year, to better
reflect the growing importance of

this market.

No action required

[ts treatment in this way was
consistent with that of sector peers
and considered appropriate

Approved.

Segmental reporting

The accounting standard IFRS 8
Operating Segmients reguires
alignment of external reporting
segments with the internal
management information provided
to the Chief Operating Decision
Maker within an organisation

The Group changed its internal management
reporting structuring with effect from 1 October
2022 The change invelved the movement of the
Central and Eastern Europe cluster from the
Europe division to Africa, Asia Australasia
(AAA) division The AAA division was
subsequently renamed the AAACE division.

The Audit Committee reviewed the resultant
changes to the external reported operating
segments presented on the new basis at the
Half Year, together with a restatement of the
prior year comparative figures

The FY23 full year figures are presented
an the same revised basis, also including
a restatement of the comparatives, and
were similarly reviewed.
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GOVERNANCE AUDIT COMMITTEE continued

Focus area and
why 1t 1s significant

How we as an Audit Committee addressed this area

Outcomes

Goodwill and intangible asset
impairment reviews

{See note 11 to the financial
statements for further information)

Goodwill and intangible assets form a
major part of the Group’s balance sheet,
and their current valuations must be
supported by future prospects,

At both the half year and the full year, the Audit
Committee reviewed cash forecasts for the
Cash Generating Unit Groupings (CGUGs) that
are used 16 support the Group's goodwill and
intangible assets balances Within this review
the potential impacts of climate change were
considered

In addition, CGUGs were reviewed in connection
with the Group reorgamisation of the Gentral
and Eastetn Europe cluster into the newly
constituted AAACE division.

The Audit Committee also considered detailed
reporting from, and held discussions with, the
external auditor

Following these reviews 1t was
concluded that there is significant
headroom from the discounted cash
flows for each CGUG above the
valuation of the goodwill allocated
to1t.

The Audit Committee concluded that
there was no requirernent to impair
goodwill and intangibles and that the
disclosure of sensitivities was
appropriate and on this basis the
Committee approved the note
disclosure in the financial
statements

Taxation

(See notes 7 and 22 to the financial
statemments for further information)

The Group is subject to 1axatien In g
number of international jurisdictions,
reguinng significant management
judgement in relation to effective

tax rates, tax compliance and the
reasonableness of tax provisions,
which could materially affect the
Group's reported results.

The Group 1s subject to periodic
challenges by local tax authorities

on a range of matters and there are
uncertain tax positions in relation
mainly to two principal matters.
German branch capital structure; and
a French tax authornty challenge in
respect of an intra-Group disposal
and financing.

The Audit Committee received a detailed update
from management at each Committee meeting
on the status of ongoing 1nquines and tax audits
with local authorities; the Group's effective tax
rate for the current year, and the level of
provision for known and potential lizbiiihes,
including the third-party counsel received in
developing estimates. In addition, the Audit
Committee discussed material positions

with the external auditor i1 support of
developing an independent perspective

on the positions presented

The Audit Committee received specific progress
reports on French tax litigation, German tax
autheonty audit inte debt and equity allocation
to branches, the recognition and recoverability
of deferred tax in connection with the Group's
Dutch business and the conclusion of the
transfer pricing audits, including setilement on
UK, German and French transfer pricing audits,
and in light of these considered the
reasonableness of provisions and

reporting disclosures.

Litigation matters and competition
investigations

The Group 1s exposed to hitigation
matters arising from claimants seeking
remedies from the Company or its
subsidiary companies. A small number
of claims alleging smoking-related
health effects remain, as well as
NGP-related product hitigation in the US
only. A claim arising from specific US
legislation (Helms Burton) remalns
ongoing, one element of the US state
settlernent agreements remains
unresolved, employment related claims
arsing from a number of legacy
disputes 1s ongoing and the Group
faces one ESG related claim (see notes
24 and 29). The Group 15 1n the process
of appealing three decisions by
national Competition Authorities in

the EU.

The Audit Committee continued to
consider the appropriateness of
itemns treated as adjusting and
concluded that the itermns satisfied tax
adjusting itern critenia on the hasis of
materiality and nature

The Audit Commuttee reviewed the
status of each material tax
judgement, including a range of
possible outcomes, noted that
independent third-party support had
been obtained for each judgement
and agreed that the level of tax
provisions and disclosures

was appropriate,

The Audit Committee considered reports from
the Group's external lawyers which confirmed
that the Group continues to have meritorious
defences to a number of actual and threatened
legal proceedings

The Audit Commuttee concluded that
1isks in respect of these actual

and threatened legal proceedings and
htigation matters otherwise covered
1n this report, along with any
competition authonty proceedings,
are appropnately disclosed or
provided for in the Group’s Annual
Report and Accounts,
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Focus area and
why it 1s sigrificant

How we as an Audit Committee addressed this area

Cutcomes

Going concern and viahility
statement

in the context of

global economic
uncertainty, characterised
by Ukraine and other
conflicts and, amongst
other things, the ongoing
cost-of-living crisis, the
Directors are required to
consider whether it 1s
appropriate lo prepare the
financial statements on a
going concern basis and
explain how they have
assessed the prospects

of the Company over a
longer penod,

Management performed a comprehensive
serles of stress tests to confirm that the going
concern basis and viability statement remain
appropriate. These tests are described in the
going concern statement on page 110. The tests
involved the stress testing of the resilience of
the Group to certain changes in trading
conditions that may come about as a result of
the global economic environment, as well as
realisation of other key risks, including chimate
change and the impact of the share buyback.

The Audit Committee reviewed these tests on
operating cash flows, the ongoing resilience of
demand and supply, the financial impact of the
disposal of the business in Russia and the
unpact of the war in Ukraine on the business.
The Audit Committee noted the Group's ability
to raise funds, with significant oversubscription
to the Group's debt financing offers, even in
challenging markets

Together, these points allowed the Audit
Comimittee to form an opinion as to the ability of
the Group te remain a going concern from the
date of this Annual Report through to Novemnber
2024 and make 1ts recommendation to the Board
The Audit Committee noted that this 12-month
pericd was a reduction from the prior year, which
had increased following the outbreak of the
coronavirus to provide assurance to the market
around corporate liquidity risk The Commuittee
deterrmned this was appropriate given the Group's
cash flow resilience and strong aceess to funding
markets when required, and also noted that it was
in line with statutory requirements

The Audit Committee aiso considered
managerment's view of the Group's ability to remaim
viable, for the agreed three-year period, following
the forecast realisation of a number of key risks,
including the possible impacts of climate change,
and concluded that it is appropriate to sign off the
Group's viability statement.

Revenue recognition

There 18 arigk that
revenue could be
overstated through the
inclusion of sales which
are not in compliance
with the Group's revenue
recognition policy.

Discussions were held with management and
the external auditor which satisfied the Audit
Committee that the Group's criteria for revenue
recognition continued tc be appropriate and
that the central monitering of trade weight at
period ends ensured any material breaches

te the Group's revenue recognition policy
would be both detected and reported to the
Audit Committee and, where applicable,
disclosed externally.

The Audit Committee is satisfied that the Group’s
policy was operating effectively. No breaches
were found during the year

Fair, balanced and
understandable

The Board is required

to state that the Group's
external reporting is

fair, balanced and
understandable. The Audit
Committee is requested by
the Board 1o provide
advice to support

the assertion,

The Audit Committee received a report from
management summarising the processes that
had been undertaken to ensure that the Group's
external reperting 1s fair, balanced and
understandable This included, but was not
limited to, the following: (1) a full decument
review by the Disclosure Cormnmittee, including
ensuring no undue reporting of good news and
matertal information is given due prominence;
(1) engagement of a cross-functional group of
internal and external subject matter experts
and content owners in the preparation and
review of matenals, including the ELT, Group
Corporate Communications, Group Finance,
Group Internal Audit, Group Legal, Investor
Relaticns, ESG tearn and Company Secretarnat;
(i) Input and advice from appropriate external
advisers, including the Company's brokers, legal
advisers, and external audit challenge and
scrutiny, (1v) regular research to identify
emerging practice and guidance from relevant
regulatory bodies; and (v) regular meetings
involving the key contributors to the document,

durning which specific consideration was given 1o

the fair, balanced and understandable assertion.

During the year the Audit Committee has
continued its review of the use of APMs,
including ensuring the appropriate balance of
reported and adjusted measures in the
Annual Report,

After consideration of the Annual Report against
these critena the Audit Committee recommended
to the Board, which accepted the recommendation,
that taken as a whole the Annual Report is fair,
balanced and understandahle and provides the
information necessary for shareholders t¢ assess
the Company's position, performance, business
model and strategy.
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GOVERNANCE AUDIT COMMITTEE continued

(GOVERNANCE, RISK
MANAGEMENT AND
INTERNAL CONTROL

Assessing and managing the risks
faced by the Group is fundamental to
achieving our strategic objectives,
safeguarding our stakeholders’
interests and protecting the Group
from reputational or legal challenges
This 1s reflected n our nisk
management [ramework, which
ensures significant risks are
identified, managed and monitored.

The Board has respensibility for the
oversight of the Group's internal
control systerns, risk managernent
process and framework The Board
delegates to the Audit Cornmittee the
detailed risk assessment review and
assurance over the operation of the
risk management framework.

The Group's risk managernent
gpproach 1s described in the Principal
Risks and Uncertainties section on
pages 100 to I11 and is designed to
manage, rather than eliminate, the
significant risks the Group may face.
Consequently, cur internal controls
can only provide reasonable, and not
absclute, assurance over our
principal nisks.

During the year the Beard considered
the Group's ‘bottom-up” risk
assessment, which included
consideration of both current and
emerging risks and issues as
discussed in the Principal Risks and
Uncertainties section on pages 100
to [11.

™)
MONITORING THE

EFFECTIVENESS OF RISK
MANAGEMENT

The Audit Comrttee 1s responsible
for approving the risk management
approach on behalf of the Board, and
for oversight of its ongoing effectiveness

The Board and Audit Committee
recelved regular updates throughout
the year on the continued development
of the Group's internal control systems,
risk management process and
framework, as well as on the results
of risk assessments and internal
control effectiveness assessments.

The Board and Audit Cormnmittee have
been informed of, and looked at, all
significant whistleblowing reports
and reported frauds in the year, and
are comfortable that none of these
gave rise to evidence of systemic
non-compliance with relevant laws
and regulations

The Audit Committee recelves
presentations from the Executive on
their respective functions. This direct
dialogue with the Audit Committee
provides further assurance to the
Audit Committee regarding the
effective management of signficant
risks to the Group.

Reporting provided to the Audit
GComimuttee enables the review and
monttering of the effectiveness of our
risk management and internal
control systems. The Audit
Cornrmittee has considered and
confirmed to the Board that this is 1n
accordance with the
recommendations of the Code and
the FRC Guidance on Risk
Management, Internal Control and
Related Financial and Business
Reporting and that such systems
were in place throughout the year
and up to the date of the approval of

the financial statements.
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INTERNAL AUDIT

Group Internal Audit (GIA) 1s
respensible for providing objective
assurance on the adequacy and
effectiveness of the risk managernent
and internal controls framework.

During the year GIA performed a
risk-based audit programme aligned to
the Group's strategic priorities,
resulting in relevant recommendations
and 1nsights to further strengthen the ‘
Group's control framework

The Audit Committee reviewed key
reports from GlA at each Audit
Committee meeting to monitor the
effectiveness of the control framework
and considered the effectiveness and
results of the audits undertaken by GlA,
and monitored management responses
to the audit matters raised.

The Audit Commuttee also met
independently with the Director
of Internal Audit to discuss
additional insights.

The Audit Commitiee reviews the
effectiveness of GIA routinely thraugh
post-audit surveys and KPI reporting,
and monitors progress on GIA's own
strategic priorities through

updates provided.

The Audit Commttee also reviewed '
and approved the FY24 GIA plan,

including the scope, 1isk coverage and

resourcing model to deliver 1t. '

EXTERNAL AUDIT

The Audit Committee 15 responsible for
oversight of EY as the Group's external
auditer, agreeing its audit strategy and
related work plan, as well as approving
1ts fees. At the Committee's February
2023 meeting, EY set out its external
audit plan for the year, which continued
to build on its previous expenence, EY's
continued focus on audit quality and the
feedback 1t received from rnanagement,
the Board and the Audit Committee EY
provided the Audit Committee with an
overview of 1is evolving audit strategy,
tailored to the Group, including 1ts audit
risk agsessment, Group audit
materiality and scope, and the key
areas of its propased audit approach !

The Audit Committee considered the
external auditor's feedback,
management letter and half year
review. EY also provided feedback to
relevant Group and local management
1n a number of debrief sessions and
audit close meetings

The Audit Engagement Letter detailing
the provision of statutory audit and half
year review services in respect of FY23
was considered and approved in the
prior year



The Audit Committee has had regular
private meetings with EY and is
satished that EY has been given full
access and complete transparency by
management throughout the year.

Independence of our external auditor
Ag part of the continual requirement to
ensure the independence and chjectivity
of £Y ag our external auditer, the Audit
Committee maintains and reguiarly
reviews our Auditor Independence
Policy. This policy, which provides clear
definitions of services that the external
auditor may and may not provide as
determined by the FRC's Revised
Ethical Standard published in
December 2019, can be found on our
website at www.imperialbrandsplc.com.

Our Auditor Independence Policy
requires that the Group Audit Partner
rotates after a maximum cof five years.
Marcus Butler, our signing Audit
Partner, has just completed his fourth
year. The policy states that EY may
only provide non-audit services where
those services do not conflict with its
independence It also establishes a
formal authornsation process, including
tendering for individual non-audit
services expected 10 generate fees 1n
excess of £100,000, and prior approval
by the Audit Committee for allowable
non-audit work that EY may perform.
Guidelines for the recruitment of
employees or former employees of EY,
and for the recruitment of our
employees by EY, are contained in

the policy.

During the year EY undertook limited
non-audit wark, all of which was
required by law for the auditor to
undertake and/or assurance or
attestation-related. This non-audit
work was awarded o EY due toits
knowledge of the Group and it being
deemed best placed to provide
effectively the services required. In the
current year, non-audit fees were 5%
(2022: 7%) of total audit fees (see note 4).
EY did not undertake any advisory or
consultancy work for the Group.
Following the auditor independence
reviews during the year, the Audit
Committee concluded that the leve] of
non-audit fees 15 appropriate in the
light of the above activities and the
Audit Committee does not believe that
the objectivity of the external audit has
been impaired as a result of this
non-audit work.

To ensure compliance with the Auditor
Independence Policy, during the year
the Audit Commttee carried out four
auditer independence reviews,
including consideration of the
remuneration recetved by EY for audit

services, audit-related services and
non-audit work The Audit Commuittee
also considered reports by both
management and EY, which did not
raise any concerns in respect of EY's
independence, and confirmed that

LY maintains appropriate internal
safeguards to ensure 1ts independence
and objectivity The cutcome of these
reviews was that performance of the
relevant non-audit work by EY was in
compliance with the policy and was the
most cost-effective way of conducting
our business No conflicts of interest
were found to exist between such audit
and non-audit work, The Audit
Commitiee therefore confirmed that
the Company and Group continue to
receive an independent audit service.

Audit fees

In the current year audit fees were
£9 3 million (2022 £8.2 million)
(see note 4),

Audit gquality

The Board and Audit Commuittee place
great importance on ensunng that the
Group receives a high-standard and
effective external audit and any
recommendation to re-appoint the
auditor is based on continuing
satisfactory performance. The key tool
In assessing the performance of our
external auditor 1s an audit
effectiveness questionnaire. The
guestionnaire covers audit scope,
planning, quahty and delivery,
challenge and communication, and
independence, and 1s completed by
members of the Audit Committee,
Logista's Audit Commuittee and senior
managers and finance executives from
across the Group. Responses indicated
that EY had delivered a high-quality
and effective audit, with no pervasive
Group-wide concerns identified Based
on its consideration of the responses,
together with its own ongoing
assessment, for example through the
quality of EY's reports to the Audit
Committee and the Committee’s
interaction with the Group Audit
Partner, the Audit Committee remains
satisfied with the efficiency and
effectiveness of the audit.

The Audit Committee noted that the
FRC Audit Guality review team did not
select our FY22 accounts for review,
The Committee also noted that the FRC
rated the majority of audits carried out
by EY as requiring no or only limited
improvements

Audit tender

The external audit was last tendered in
2019 EY was awarded the auditin
February 2019, with a 1 October 2018
start date. The next time the audit will

be tendered will likely be 1 2029, as
required by regulation The Audit
Committee continues to review the
independence and the quality of the
external audit to assess whether a
tender should be undertaken in
advance of the requlatory requirement
The Company is in complhance with the
requirements of the Statutory Audit
Services for Large Companies Market
Investigation {Mandatory Use of
Competitive Tender Processes and
Audit Commuttee Responsibilities)
Order 2014

The Audit Commuittee recommended to
the Board that EY should be reappointed
as external auditor at the next AGM.

Statement of auditors’
responsibilities

EY 15 responsible for forming an
independent opinion on the financial
statemnents of the Group as a whole and
on the financial statements of Imperial
Brands PLC as presented by the
Directors. In addition, it also reports on
other elements of the Annual Report as
required by legislation or regulation
and reports its opinion to members.
Further details of EY's opinions start on
page 169,

Statement in relation to disclosure
of information to auditors

Each of the Directors in office at the
date of approval of this Annual Report
confirms that.

= so far as they are aware, thereisne
relevani audit information {that s,
information needed by EY in
connection with preparing its report)
of which EY is unaware; and

- each has taken all the steps that they
ought to have taken as a Director 1n
order to make themselves aware
of any relevant audit information
and to establish EY is aware of
that information.
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Focus in 2023

Policy

global market place

economic volatility

+ Triennial review of the Directors’ Remuneration Policy
+ Extensive two-phase investor consultation on Directors’ Remuneration

Ensuring remuneration continues to support the Group's strategy as we
move 1nto the improving delivery phase
Attraction and retention of high-performing individuals in a competitive

+ Further development and incorporation of ESG strategy into incentive plans
Review of wider workforce reward considerations in light of cngoing

Looking ahead to 2024
Company's strategic goals

purpose and values

\.

« Ensure remuneration continues to support cngoing delivery of the
» Review wider workforce reward strategy to ensure alignment with strategy,

« Retention and incentivisation of our international Executive Leadership Team

/

DEAR SHAREHOLDER

On behalf of the Board, [ am pleased to
present the Directors’ Remuneration
Report for the financial year ended

30 September 2023, which includes

+ The updated Directors’ Remuneration
Policy, to be submitted for
shareholder approval at the AGM on
31 January 2024; and

+ The annual Directors’ Remuneration
Report, showing how the current
Policy has been implemented during
FY23 and how, subject 1o approval,
the new Palicy will be implemented
for Fy24.

FY23 was the thurd year of the five-year
strategy launched in 2021 where we
moved from the nitial foundation
building phase to a period of improving
financial delivery Despite ongoing
macroeconomic challenges, the
Company delivered restlient
performance underpinned by targeted
investments in capalities and peaople,
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improving shareholder returns through
a growing dividend and our ongoing
share buyback pregramme

DIRECTORS’ REMUNERATION
POLICY

During the year the Committee
undertook a comprehensive review of
the current Policy which included an
extensive, two-phase investor
engagement process covering over b0%
of our 1ssued share capital, as well as
the Investment Association,
Institutional Shareholder Services and
Glass Lewis. The Policy was last
approved by shareholders at the 2021
AGM with a vote of over 95%

In reviewing the Policy, the Commuttee
sought to ensure continued alignment
with the five-year strategy and the
ability to retain and incentivise a world-
class international Executive
Leadership Team. The Comrnittee was
satisfied that the existing framework



remains broadly fit for purpose, having
made a number of best practice
changes in 2021 including aligning
executive pensions with the wider
workforce; introducing post-cessation
shareholding requirements; and
strengthening our malus and
clawback provisions.

No matenal changes are being made to
the Policy at this time, but instead some
refinements to the framework and
implernentation of our incentive
structures are proposed, as described
below. The Committee will continue to
monitor its effectiveness and if
material revisions are required before
the end of the three-year life of the
Policy (e g. following the end of our
current five-year strategic plan), we
would consult with shareholders

as appropriate.

Performance metrics in

incentive plans

The Committes proposes to make some
refinements to performance metrics for
FY24, to ensure that incentives act as a
driver of progress in the second phase
of our strateqy, delivering stronger and
more consistent performance in both
conventional tobacco and next
generation products (NGP), as well as
our commitment to armbitious leng-
term sustainability goals

The key changes to perfcrmance
metrics, which formed a significant
part of our discussions with
shareholders, are as follows:

« Introduction of a2 new free cash flow
metric in the LTIP, aligned to our key
gtrategic pillar of supporting strong
and sustainable cash generation
Strong cash generation is a critical
enabler of our four capital allocation
priorities, which are hsted in fult on
page 12; and include investrment
behind the strateqy to deliver growth
initiatives and return surplus capital
to shareholders while maintaining
our target leverage Cumulative free
cash flow will operate alongside ROIC
in the LTIP {with an egual weighting
of 15% each). t¢ ensure continued
focus on capital discipline

+ Increased weighting on NGP under
the Annual Bonus from 5% to 10%, to
reflect accelerated activity across
NGP categortes and our focus on
consumer health We recognise that
consumer health 1s both a key pillar
of our strateqy and our most
important ESG priority NGP will
continue to be measured by reference
to revenue from our heated tobacco,
vapes and oral nicotine products.

A move of our existing climate metric
from the Annual Bonus to the LTIP,

reflecting the long-term nature of our
ambitions 111 this area and with an
increased weighting from 5% to 10%.

+ Areview of the TSR comparator
group 1o ensure that the group
constituents remain relevant in
terms of financial size, capitalisation
and correlation, and have an
appropriate business and
geographical mix Further detais of
the updated TSR comparator group
can be found on page 153

We are comnmitted to reducing our
Impact on the climate throughout our
value chaln, focusing on both
mitigation and adaptation, with a series
of ambitious Intermediate objectives in
place to reduce our carben footprint, as
set out onl page 48. Alongside consumer
health, climate was identified as & key
priority in our ESG materniality
assessment, based on the views of
consumers, customers, employees and
stakehclders Further details on
proposed welghtings for the Annual
Bonus and LTIF for FY24 are setout in
full on page 153

Operation of Annual Bonus deferral
A key principle of our remuneration
framework is to ensure strong
alignment between executive and
shareholder interests through
encouraging share ownership, as
reflected in a range of features
including bonus deferral, holding
periods and shareholding requirements
of 300% of gross base salary Bonus
deferral and shareholding requirements
also apply io all of our Executive
Leadership Team below Board level.

Following our Policy review, we are
proposing to introduce flexibility
under the Policy for the Committee

to reduce the level of bonus deferral,
but only where the minimum Executive
Director shareholding has been met.
Any reduction In deferral would be

to alevel no lower than 25% In our
view this 1s a balanced appreach
which continues to meet our high
expectations around building
signmificant shareholdings, while fairly
recognising the international nature
of our management team and the
global talent market in which we
operate, where the combination

of features descnibed above is
relatively uncommon.

SHAREHOLDER ENGAGEMENT
DURING THE YEAR

We were very grateful for the time
shareholders spent with us in helping
shape our proposed Policy and for the
strong support we recetved for the
Directors’ Remuneration Report

(97.64%) in 2023 During the year, our
programime of engagement consisted of
lwo phases. an Initial consultation in
March toinvite general views on a
range of executive remuneration
topics and our wider strategy, which
helped formulate our initial proposals.
In July, we wrote back to investors
surmnmarising our proposals and held
a number of open and constructive
discussions, leading to refinements
In the final approach

We received a wide range of views and
the majority of investor feedback was
positive Some investors did raise a
clear preference for the retention of
ROIC withun the LTIP, to ensure a
continued focus on capital discipline
and making investments which will
generate long-term value for investors
As a result of the feedback received
from 1nvestors, we have retained ROIC
with a reduced weighting of 15% and
included cumulative free cash flow
with an equal weighting of 15% We also
heard a range of differing views on the
appropriate welghting and metric for
our climate measure On balance, we
decided to retain the proposed ciimate
welghting of 10% under the LTIP, for the
reasons outlined above.

WORKFORCE ENGAGEMENT
DURING THE YEAR

The Committee was directly involved in
the Board's work duning the year on
workforce engagement which is
described in detail on page 130. Our
“Meet the Board” sessions are a valuable
way of having open conversations with
colleagues about a wide range of
matters, which have inchuded the role
of the Board in decision-making, our
strateqgy, the ESG agenda, our purpose,
vision and culture, and diversity, equity
and inclusion. We have specifically
explored the topic of reward, hearing
participant's views on the alignment of
executive reward and reward for the
wider workforce at Imperial Brands We
also discussed a range of reward topics
covering ESG, strategy, performance
metrics, policy, corporale governance,
benchmarking and reward alignment
throughout all levels of the Company

[ have been encouraged by the level

of openness, engagement and

interest shown by our colleagues,

and would like to thank them for

their valued contribution

SUPPORTING OUR COLLEAGUES

While in recent months we have seen a
slowing down in the volatihty of the
Macroeconomic environment across
the globe, the Committee has continued
to rmonitor the impact of the still very
challenging environmert on our
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GOVERNANCE REMUNERATION REPORT continued

warkforce In FY22, we introduced &
number of targeted actions which
supported our colleagues and we have
continued to moniter and, where
appropriate, take action in FY23 in
locations where significant economic
challenges continue to exist,

Annual salary budgets continue to be
determined with a focus on markets
where wage inflation lagged price
inflation by a significant margin,
recognising the disproportionate
impact for those on lower incomes.
Across the countries we operate in,
salary increases typically range from
4% to 8% (exciuding higher increases
made 10 countries experiencing
hypennfiation], with average increases
in the UK at 5% for FY24.

The Committee will continue to
mionitor and review workforce pay
and policies over the coming year,
to ensure we support out colleagues.

REMUNERATION QUTCOMES
FOR FY23

The FY23 Annual Bonus was based
on stretching financial measures
with 40% based on adjusted operating
profit, 20% on adjusted operating cash
conversion and 20% on market share
ESG (consumer health and climate)
and strategic objectives formed the
remaining 20% of the bonus at 10%
weightings for each

Adfusted operating profit performance
with growth of 3 8% at constant
currency was delivered through sirong
market share growth and tobacco
pricing A third consecutive year of
market share growth of +10bps against
FY?ZZ was achieved with performance
mainly driven by the US, Spain and
Australia Cash generation remained

a key focus and has supported the
delivery of a 92% adjusted operating
cash conversion outcome and this
sirong cash genheration has enabiled
the business to return £2 3 billion to
shareholders via dividends and

share buyback.

Strong performance was achieved
across both ESG measures of consumer
health (NGP net revenue) and climate
change (reduction 1n energy
consumption and Scope 1 & 2CO,
emissions) NGP net revenue growth
accelerated during the year, with strong
groewth 1n all categories across Eurcpe,
and delivery of £227 mullion NGP net
revenue (exciuding US and at internal
exchange rates) An 8 8% reduction In
energy consumption and significant
reductions in CQ; emissions were
delivered following a concerted focus
on energy conservation and

energy efficiency.

The marketi share, NGF revenue and
climate targets were met in full, while
the adjusted operating profit and cash
conversion targets were achleved

in part,

The Executive irectors performed
extremely well against their strateqic
objectives which as far as possible have
been set as specific and quantihiable
For Stefan Bomhard, this inciuded the
launch of blu 2.0 into eight, Pulze into
five and blu bay into eleven markets,
the planned entry into modem oral
nicotine in the US and upper quartile
global colleague engagement scores
during a period of significant change
and transformation Lukas Paravicini's
objectives included the setting up of
Finance and IT GBS operations, the
UNIFY programime progressing to time
and budget and material increases n
Finance, IT and Transformation
colleague engagement scores Further
details are shown on page 165 and 156

In aggregate, as a percentage of
maximum, Stefan recelved a bonus of
71.6% and Lukas received a bonus of
70.6%. 50% of the honus will be deferred
in Iimperal Brands shares over three
years, The Commiitee believes this
outcome reflects fairly the performance
of the business during the year

No discretion has been applied by

the Comrmittee
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The LTIP award due to vest in February
2024 will vest in part, resulting In 85% of
the total award vesting. No discretion
was appiied by the Committee in
respect of the vesting oulcome

IMPLEMENTATION FOR FY24

The Committee reviews remuneration
trends and plans for the wider
workforce each year and this provides
important and relevant context for the
decisions it makes regarding the
Executive Directors and the Execulive
Leadership Team

In reviewing salaries this year, the
Committes has heen mindful of the
ongoing global nflationary pressures
that have been impacting many of our
people across the Group.

The annual salary review s effective
from 1 October 2023, As mentioned
earlier, salary increases awarded to
ernployees typically ranged from 4% to
8% across the markets we operate in
(excluding higher increases made in
countries experiencing hyperinflation)
Qur budgeted average increase for the
UK workforce is 5% for Fy24.

In setting the salary for the Executive
Directors, the Commuttee took into
consideration global inflationary
pressures, the approach taken for
colleagues, performance and
contribution, and the impact on

total remuneration.

Stefan was appointed on 1 July 2020
and has provided exceptional
leadership over the first three years of
our transformation strategy After
careful consideration, the Commuttee
decided to award a salary increase of

4 8% to Stefan and of 4% to Lukas The
increases awarded reflect the strong
performance and contnbution from
both our Executive Directors during the
year In taking these decisions, the
Committee considered the comparison
with wider workforce increases, noting
that the increases were, again, below
the average ncrease for the UK
warkforce Stefan's new salary is
£1,400,036 pa and Lukas’ new salary

1s £789,568 pa.



FYZ241s an important year, where we
continue to drive our “accelerating
returns’ phase of our strategy The
Commitize considered carefully the
measures and targets for FY24 across
both the Annual Bonus and LTIP, and
has sought to ensure a set of metrics
that balance key financial metnics,
continued growth in NGP and
commitment o our long-term
sustainability geals, to ensure that we
continue to drive and reward the
behaviours that will deliver on the
long-term strategy However, the
Committee also recognises that we
continue to operate in an uncertain and
challenging macroecenomic and
geopohtical envircnment

The Annyual Bonus performance
metrics for FY24 will be organic
adjusted pperating profit at constant
currency (40% welghting), market
share growth (15% welghting), cash
cenversion {15% weighting), ESG/NGP

Meetings held in FY23

consumer health {10% weighting) and
individual/strategic objectives (20%
weighting). The financial targets will be
ahgned with the guidance provided at
our Capital Markets Day and 1n our
latest trading statements

The FY24 LTIP will be granted in
February 2024 The measures for the
FY24 award will be organic adjusted
EPS growth at constant currency
(weighting 40%), relative TSR
(weighting 20%), return on invested
capital {(weighting 16%), the newly
introduced cumulative free cash flow
measure (welghting 15%), and ESG
climate which has moved from the
Annual Berus (weighting 10%) The
targets are detailed on page 163

CHAIR FEES

The Committee reviewed and approved
a 4% fee increase for the Company
Chair Thérése Esperdy’s fee will be
£5664,280 pa from 1 October 2023

CONCLUSION

On behalf of the Committee I would
onge agam hike to thank our
shareholders and wider stakeholders
for their engagement during the year.
We believe the proposed new Policy,
and plan for implementation from
FY?24, best supports the next phase of
our strategy and the continued
retention and incentivisation of our
international Executive Leadership
Team Should you have any questions
or feedback, please get in touch with
me at RemeoChair@impbrands com.
We hope that you will support the
Remuneration Policy and Annual
Remuneration Report at our AGM.

UL

Sue Clark
Chair of the Remuneration Committee

In FY23, the Committee met on four occasions and the table below summarises the matters discussed

Nov-22 Mar-23 May-23 Sep-23
Approval of FY22 Bonus out-turn *
Approval of 2020-2022 LTIP out-turn *
Review of Executive Directors’ remuneration dashboard L 4 * *
Approval of DRR *
Review of CEQ pay ratic *
Approval of FY23 Annual Bonus targets and welghtings L 4
Approval of 2023-2025 LTIP targets and weightings A 4
Approval of vesting of Share Matching Scheme and Bonus Matching Plan for 4
senior management and FY23 grant
Approval of operation of Discretionary Share plan and Sharesave for FY23 L 4
Approval of FY23 LTIP grant *
Review and approval of Directors' Remuneration Policy, * * *
including investor consultation
Discussion an workforce remuneratian * ¢
Review of forecast for Annual Bonus out-turm * *
Review of forecast for LTIP out-turn L 4 L 2
Discussion of FY24 Annual Bonus plan *
Discussion of 2024-2026 LTIP plan ¢
Approval of base salanes for Executive Leadership Team and Chair's fee L
Review of the Committee's terms of reference *
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GOVERNANCE REMUNERATION REPORT continued

REMUNERATION AT A GLANCE

/
OUR EXECUTIVE PAY
PRINCIPLES

- Toattract and retain the very
best global talent

« Toreward executives well for
maximising shareholder
returns sustainably and
delivering long-term quality
growth that benefits ail our
stakeholders

« To motivate executives 1o
consistently perform to the
best of their ability

5

Our strategic priorities

DR\\J‘lNG VALUE
oMt OURBRO, D,
PORTFDLJO

OUR APPROACH TO REWARDING EXECUTIVE DIRECTORS IN 2024

+ Tareinforce the behaviours
that support cur values

+ To align executive reward with
the experience of our
shareholders through
encouraging share ownership
and an "ownership” mindset

» Tobalance restraint with fair
reward for contribution, in the
way we reward executives, as

we do for the wider workforce

Measuring performance’
Annual Bonus:

+ Adjusted operating cash
conversion {15%)

+ Market share growth (15%)
+ Strategic/indrndual (20%)
+ Consumery health — NGP (10%)

. N

+ Adjusted operating profit (40%)

LTIP:

+ Adjusted EPS growth (40%)

« Return on invested capital {15%)
= Cumulative free cash flow (15%)
Relative TSR (20%)

Climate change (10%)

1 turther detals of the above petiormance measures can se found on page 153

—

EXECUTIVE DIRECTORS’ VARIABLE REMUNERATION OUTCOMES FOR 2023

Maximum Qut-turn
9% as a % of
of honus/ maximum
LTIP  benus/ LTIP U of weighting achieved
Annual Adjusted operating profit growth at constantcurrency  40%  26.8% 67%
Bonus )
Adjusted operating cash conversion 20% 4.8% 24%
weighted market share growth 20%, 20% | 100%
ESG - Clhimnate change, consumer health 10% 10% 100%g
Strategic/individual — Stefan Bomhard 10% 10% 100%
Strategic/individual - Lukas Paravicini 10% 9% S0%
Total Stefan Bomhard 100% 71.6% 71.6%
Lukas Paravicini 100%  70.6% TO.Eﬂ
Long-Term Adjusted EPS growth at constant currency 40%0 25%0 52%
Incentive
Plan Net debt/EBITDA 20% 20% 100%
Return on invested capital (ROIC) 20% 20% 100%
Relative TSR 20% 20¢% 100%
K Total 100%  85% 85%]
(TOTAL SINGLE FIGURE lN 2023 Stefan Lukas
(£,000) Bomhard Paravicini
Stefan Bomhard [1B9  |22% [ 60 i Base salary 1,340 752
— | ] | ] Eenefits and pension 204 109
Lukas Paravicin 2% 7% 52% Total fixed pay 1,544 86
C Fixed pay C Annual Bonus QLTP Annual Bonus 1,919 1,062
LTIP 5,138 2,099
Total remuneration §,601 4,022

N
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DIRECTORS’ REMUNERATION POLICY

This sectioh of the report sets out the Remuneration Policy for Executive Directors and Non-Executive Directors, whirh
shareholders will be asked (0 approve at the 2024 AGM on 31 January 2024, and if approved, will take effect from this date Until
this time, the Remuneration Policy approved by shareholders on 3 February 2021 will continue to apply

Over the last 18 months, the Commitiee has undertaken a comprehensive review of remuneration arrangements, with a particular
focus on alignment to Imperial's strategy and purpose A stakeholder consultation process was carried out and input was received
from Remuneration Committee members, the Chair of the Board, other Non-Executlve Directors, and the independent external
adviser to the Committee, Deloitte. The Commitiee also considered input from the Executive Leadership Team and wider
colleagues while ensuring that conflicts of interest were suitably mitigated. The Committee undertook a detalled consultation
process with shareholders in developing the Policy and thanks them for their valuable input.

The Remurieration Committee concluded that the current Policy remains broadly fit for purpose, and therefore only minoer
changes to that Policy are proposed.

Bonus deferral — One change to the proposed Policy relates to the operation of bonus deferral Half of any annual bonus earned
will continue to be deferred into an award of shares which vest after a minimum of three years, with the other half paid in cash, up
until the minimum shareholding guideline of 300% of gross base salary has been met Once the minimum sharehelding guideline
has been Imet, the Committee may determine that a lower portion of an Annual Bonus 1s deferred into an award over shares which

vest after a mimmurmn of three years, subject to a minimum deferral of 25%, with the remaining award paid in cash

The Remuneration Commuttee intends that the new Policy will operate for three years If however, changes are needed over the
three-year life of the Policy, a new Policy would be proposed out of cycle at the 2025 or 2026 AGM or if felt more appropriate ata

separate General Meeting.

Element & purpase

Operation & opportunity

Salary

Attract and retain high-
performung individuals,
reflecting market value of
the role and the Executive
Director’s skills, experience
and performance.

Operation

Reviewed, but not necessarly increased, annually by the Committee taking into account
Company performance as well as each Executive Durector's performance together with changes
in role and responsibility.

Salary increases, if any, are generally effective from 1 October,

The Remuneration Committee considers pay data for UK Listed companies closest to the Company
by FTSE ranking (and excluding those in the financial services secter) and other relevant
International comparators of similar size and sector. In determining individual remuneration, the
primary factors taken into account are individual performance, the scale of the challenges
intrinsic to that individual's role, changes in role, their ability and experience. The Remuneration
Comnittee also considers general increases for the wider workforce, with a focus on increases in
the country 1n which the Execulive Director is based

Maximum opportunity
To avoid setting expectations of Executive Directors and other emnployees, there 15 no maximum
salary or maximum increase in salary under the Policy.

Pension

Provision of market-
competitive pension aligned
to workforce,

Operation

Pension provision for Executive Directors is provided in line with other employees Executive
Directors are offered membership of the defined contribution plan, and have the option to receive
a cash supplement in lieu of, or a combination thereof.

The Remurneration Committee may amend the form of any Executive Director’s pension
arrangements In response 1o changes in pensions’ legislation or sirilar developments, so long
as any amendment does not increase the cost to the Company of an Executive Director's
pensicn provision.

Maximum opportunity
The maximum pension contribution or allowance for Executive Direciors will be aligned with the
workforce (currently 14% of salary).

Benefits

Competitive benefits taking
mto account market value of
role and benefits across

the workforce,

Operation

Benefits include provision of a company car (or cash allowance 1n lieu), health insurance,

Life insurance and income protection insurance which are provided directly or through the
Company's pension scheme. Other benefits, including expatnate ot relocation arrangements, may
also be provided on the basis that they are also offered more widely across the Company or are
necessary 1n order to be competitive locally

Reasonahble business-related expenses will be rexmbursed.
Where approprate, benefits may include any tax payable thereon.

Maximum opportunity

While there 15 no maximum level of benefits prescribed, they are generally set an appropriate level
reflecting market-competitive data. The value may vary depending on the cost of providing

such provisions.
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GOVERNANCE REMUNERATION REPORT continued

Element & purpose

Operation & opportunity

Annual Bonus plan
[ncentivise deivery of
Group strateqic objectives
and enhance performance.

Long-Term Incentive Plan
Incentivise long-term Group
performance in line with the
Group's strategic objectives

Algn Executive Directors’
interests with those
of shareholders.

All-employee arrangements
Provision of market-
competitive arrangements
aligned to workforce

Shareholding guideline
Align Executive Directors’
mnterests with long-term
interests of shareholders.

In accordance with the limits applicable to the relevant all-employee arrangements

Operation

The Annual Bonus will be subject to the relevant performance measures set by the
Remurneration Commttee usually at the start of each year to reflect the Group's KPIs at that
time. The measures may be a balance of financial and nen-financial, but with the expectation
that the majonty of the Annual Bonus will be subject to quantifiable financial measures

Performance at threshold nermally results in zero payment Faymenls rise to 100% of the
maximum opportunity for levels of performance between the threshold and maximum targets

Half of any Annual Bonus earned is deferred into an award over shares which vests
after a minimum of three years, with the other half paid 1n cash, up until the minimum
shareholding guideline of 300% of gross base salary has been met, as determined by the
Remuneration Committee

Once the minimum shareholding guideline has been met, the Remuneration Committee may
determine that a lower portion of any Annual Bonus is deferred into an award over shares
which vest after a minimum of three years, subject to a minimurmn deferral of 25% with the
remalning award paid in cash

These awards are forfeitable if the Executive Director resigns voluntarily or is dismissed
for cause.

Dividend roll-up may apply to any element of an Annual Bonus deferred into an award over
shares. Any such dividend roll-up may be paid in additional shares (or, exceptionally, cash), and
may assume dividend remmvestment

Malus and clawback provisions are 1n piace. The deferred shares are not subject to
performance conditions.

Maximum opportunity
200% of base salary.

Operation
Awards normally have a performance period of three financial years

Performance measures may include financial, non-financial or value creation (e.g TSR)
conditions as determined by the Rermuneration Committee normally before each grant to align
with the strateglc priorities of the business at that ime In normal circumstances, at least 70%
of the LTIP award will be subject to financial and/ar value creation measures.

Malus and clawback provisiens are in place.

Executive Directors are ordinarily required to retain the net-of-tax number of vested LTIP award
shares for a peniod of two years after vesting.

Maximum opportunity
Chief Executive Officer 350% of base salary.

Other Executive Directors: 250% of base salary.

LTIP awards may nclude additional shares (or, exceptionally. cash) equivalent to the value of
the dividend roll-up, and which may assume dividend reinvestment

Operation
Executive Directors may participate in any all-employee arrangements established and
operated by the Company, on the same hasis as other Group employees

The Company currently operates a Sharesave Plan for the benefit of 1ts worldwide employees,
and in which Executive Directors are eligible to participate.

Maximum opportumty

Operation

Executive Directors are expected to build a holding in the Company's shares to a minimum
value broadly equivalent ta 300% of gross base salary Executive Directors are required to
continue to hold shares after cessation of employment The requirement is to hold shares to the
value of the shareholding guideline (1.e. 300% of salary o1 the existing shareholding1f lower at
the tirne of cessation) for a period of one year after cessation, with the requirement reducing to
half the shareholding guidehine for the second year after cessation

Progress towards the shareholding quidelines is menitored on &n annual basis and the
Remuneration Cornmittee will consider any necessary sanctions reguired for non-comphance

Maximum opportunity
Ne maximum holding but requirement to build to a minimum value broadly equivalent to 300%
of gross base salary.
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REMUNERATION COMMITTEE DISCRETIONS RELATING TO VARIABLE PAY SCHEMES

The Remuneration Commitiee operates each of the Company's incentive plans for which it has responsibility according to their
respective tules and, wliere relevant, in accordance with the Listing Rules The Remuneraticn Committee has discretion,
consistent with market practice and the framework of this Folicy, in respect of.

- participants;

+ the timing of grant of an award and/or payment;

» the s1ze of an award {subject to the maxima set out in our Policy);

+ the performance measures and targets;

- the determination of vesting and confirmation that the calculation of performance is made 1n an appropriate manner, with due
consideration of shareholder experience, Company performance and whether and, if so, how adjustments should be made
{subject to the provisian that any adjustments to targets set should result in the revised target being no less challenging than
the original target),

- the adjustment up or down including to zero of the number of shares that vest taking into account a number of factors,
mncluding personal or corporate performance and circumstances that were unforeseen at the date of grant,

- discretion required when dealing with a change of control {including, as appropriate, the testing of any performance conditions
on the occurrence cf such events, the application of time pro-rating and the “roll-over” of awards) and any adjustments required
in special circumstances {e.g rights issues, corporate restructuring events and special dividends),

- determination of a good/bad leaver status for plan purposes based on the rules of the plan and the approprate treatment
chosen, including the timing of vesting of awards held by good leavers, the application of time pro-rating and any additional
conditions applying to good leavers' awards;

- whether, and on what basis, dividend roll-up may apply to any award,

+ whether recoupment {or “malus” and/or "clawback”) shall apply to awards and, if so, the amount that shall be subject to
recoupment and the method by which it will be applied,

+ the method by which awards will be settled in shares (e g newly-issued, treasury or market-purchased shares) or (exceptionally}
in cash,

« the method by which any post-vesting holding period and post-cessation holding period shall apply and the extent to which it
may be disapplied 1n exceptional circumstances {e g. ill-health); and

- amendments to the terms of the incentive plans, subject t¢ any requirements to obtain sharehoclder approval for such amendments.

In relation to the Annual Benus and LTIP awards, the Remuneration Committee retains the ability to adjust the targets set if events
occur which cause it to determine that the conditions are ne longer appropriate, Adjustments to LTIP award targets may be made
if an amendment 1s required so that the conditions achieve their original purpose and are not matenally less difficult to satisfy
than was intended. Ad)ustment may also be made for any changes to accounting policy or accounting standards over the
performance period. Any use of discretion beyond the normal operation of the plan would be justified 1n the Annual Report on
Remuneration and, if appropriate, be subject to consultation with the Cumnpany’s major shareholders. The use of discretion in
relation to the Company's Sharesave Plan 1s as permitted under HMRC rules

Finangcial targets are normally set based on sliding scales that take account of internal planning and external market expectations
tar the Group Shding scales may incerporate multiple reference points {e.g. threshold, target, maximum). In relation to strategic
(including NGP) or ESG targets, the structure of the targets may vary based on the nature of the target set. Targets and underpins
may be set which provide for Committee judgement i assessing the extent te which they have been met.

All discretions avallable under share plan rules will be available under this Policy, except where explicitly limited under
this Pohecy.

MALUS AND CLAWBACK

The Remuneration Commitiee believes that 1t 1s appropriate for all variable pay awards made by the Company to be subject to
provisions that allow 1t to recover any value delivered {or which would otherwise be delivered) in connection with any variable
award, including Annual Borius and LTIP awards, in exceptional circumstances and where it believes that the value of those
variable pay awards 1s iy longer appropriate.

Malus provisions apply before payment and clawback provisions are in place for a period of three years following payment cf the
Annual Bonus {(or vestinig of any element of Annual Bonus deferred into an award over shares) or vesting of any LTIP award.

The malus and clawback provisions can be used in the following circumstances.

+ There has been a material misstatement of financial results;

+ There has been an error of calculation in the grant or vesting of any award;
+ The award holder has committed fraud or misconduct, and

+ The award holder has (hy act or omission) contributed to:

» serious reputational damage to the Group,

- an nstance of corporate failure {e.g the appointment of a hquidator),

+ arnaterial failure of nisk management; or

- amaterial downturn of operational, financial or business performance.
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GOVERNANCE REMUNERATION REPORT continued

PAYMENTS FROM EXISTING AWARDS AND AMENDMENTS TO THE POLICY

Subject to the achievement of applicable performance measures, Executive Directors are eligible to recelve payment, and existing
awards may vest, in accordance with the terms of any such award made prior to the approval and implementation of the 2024
Remuneration Policy detalled 1n this report. Any employee appointed to the Board as an Executive Director will remain eligible to
recelve payments, and existing awards may vest, in accordance with the terms of any such payment or award under any of the
Group's share plans or incentive arrangements made prior to such appointment.

The Committee may make minor amendments to the Policy to ald its operation or implementation without seeking shareholder
approvals (e.g. for regulatory, exchange control, tax or administrative purposes or 1o take account of a change in legislation)
provided that any such change is not to the matenal advantage of the Directar

PERFORMANCE MEASURE SELECTICN
The measures used under the variable reward elements are reviewed annually to ensure they support the Group's strategy.

Performance targets are set to be stretching yet achievable, taking into account the Group's strategic prionties and the econemic
environment at the time. Further information on the measures and targets for 2024 can be found on pages 153

DIFFERENCES IN REMUNERATION POLICY FOR EXECUTIVE DIRECTORS AND THE POLICY FOR
OTHER EMPLOYEES

The Remurneration Policy for Executive Directars is designed having regard to the remuneration policy for emplovees acrass the
Group The structure of the Remuneration Policy for Executive Directors and other senior employees 1s closely aligned The key
differentiator 1s the mncreased emphasis on long-term performance in respect of Executive Directors, with a greater percentage of
their total remuneration being performance related. This includes mandatory three-year deferral of a portion of bonus (typically
50%) and an additional two-year holding perted on vested LTIPs, neither of which apply to managers. There are alsg varniations i
the performance metrics which the Remuneration Committee believes are necessary to reflect the different levels of
responsibility.

The Company's approach to annual salary reviews is consistent across the Group, with consideration given to Company
performance, the scope of the role, level of experience, responsibility, individual performance and pay levels in
comparable companies.

All managers are ellgible to participate in an Annual Bonus plan with sirmlar metrics to those used for the Executive Directors

Senior managers are ehgible to participate in the LTIP (¢.500 individuals) Where possible, all employees are encouraged to become
shareholders by participating in our Sharesave Plan on the same terms as Executive Directars Approximately 40% of eligible
employees have taken the opportunity to participate in the Sharesave Plan. Certain managers (c 200 individuals}) are eligible to
participate in the legacy Share Matching Scheme although this is closed to new participants, Executive Directors may not
participate in the Share Matching Scheme

Retirement benefit, typically In the form of a pension, 1s provided based on local market practice. Other benefits provided reflect
local market practice and legislation

TOTAL REMUNERATION BY PERFORMANCE SCENARIO FOR 2023/2024 FINANCIAL YEAR

Stefan Bomhard Lukas Paravicini
£000 £000
6,000
14,000 E5,4564
12,000 sz 5000 18%
21% i £4,457
3
10.000 £9.312 4000 4hnio 36%
53%, 42%
8,000 £3,036
0
6000 £6,232 3,00 29%
’ 47% -
2,000 35% 29%
4,000 30% 24% 31%
£904
27%
2,000 £1,612 1,000
100% 26% 7% 139% FOWQ 30% 219 17%
o} T T T T 0 7 l;u T 5
Mirimum Target Maximum Max + share Minimum Target Maximum Max + share
price growth 50% arice grawth 50%

O Fixed pay  C Annual bonus OLTIP O Share price grawth
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EXECUTIVE DIRECTORS' SERVICE AGREEMENTS AND LOSS OF OFFICE PAYMENTS

The Company’s policy 1s that Executive Directors’ service agreements normally continue until their agreed retirement date or such
other date as the parties agree, are terminable on no more than one year's notice and contain no liquidated damages provisions
nor any other entitlement to the payment of a predetermined amount on termination of employment in any circumnstances. The
Company may make payments in lieu of accrued holiday, and in seme himited cases career counselling may be provided after the
cessation of employment for a defined pertod and a contribution may be made towards an individual's legal fees The
Remuneration Committee has the authorty to enter into settlement agreements with Executive Directors and to pay
compensation to settle potential legal claims where considered in the best interests of all parties Under the terms of our Articles
of Assoclation, all Executive Directors are subject to annual re-election by shareholders and copies of their service agreements are
available far viewing at the Company's registered office during normail business hours and both prior te and at the AGM

Executive Directors’ service agreements contain provisions for payment in leu of notice 1n respect of base salary, pension
contributions and a percentage of base salary in respect of other benefits, but these are at the Remuneration Comrnittee's sole
discretion The Company 1s uneguivocally against rewards for failure. The circumstances of any termination (including
performance) and an individual's duty and opportunity to mitigate losses would be taken into account in every case, our palicy is
1o sLop of reduce compensatory paymments to former Executive Directors to the extent that they recelve remuneration from other
employment during the compensation period and so any such payments would be paid monthly in arrears.

For Executive Directers leaving employment for specified “good leaver” reasons (including death, 1ll health, disability, the business
or company 1n which they are employed ceasing to be part of the Group) or in other circumstances and where the Remuneration
Committee permits, Annual Bonus awards will be based on performance, adjusted for time served, and paid at the same time as for
cther employees. The Remuneration Committee has discretion 1o treat any Executive Director leaving for a reason other than the
specified reasons above to be permitted to retain their Annual Bonuses, to adjust the timing and pre-rating to take account of any
prevailing excephtional clrcumstances.

Any element of an Annual Bonus award which is deferred into shares will ordinarily be forfeited by an Executive Director if such
Executive Director leaves employment prior to the end of the apphcable vesting period due to their voluntary resignation or
dismissal for “cause” (for example, distissal for gross rmisconduct or bringing the Company into distepute). An Executive Director
who leaves employment for any other reason will be entitled to retain their deferred bonus awards, which will normally vest at the
normal vesting date.

tUnder the rules of the LTIP, outstanding awards remain capable of vesting in accordance with their terms if a participant leaves
for the specified “goed leaver’ reasons as detailed above, or in any other circumstances where permitted by the Remuneration
Committee In these circumstances awards vest as the Remuneration Committee determines, having regard to the time the award
has been held and the achievement of the perfermance criteria Awards will normally vest at the normal vesting date_ If the
termination of employment 1s not for one of the specified good leaver reascns and the Remuneration Committee does not exercise
its discretion to allow an award to vest, awards lapse entirely

EXECUTIVE DIRECTORS’ SERVICE AGREEMENTS

Executive Director Date of cantract Expiry date Comgpensatian on termination following a change of
contro!

Stefan Bomhard 31 January 2020 Terminable on 12 months' notice No provisions

Lukas Paravicini 11 April 2021 Terminable on 12 months' notice No provisions

1. Service agreement dated 31 January 2020 with a start date of 1.July 2020
2 Service agreement dated 11 Apell 2021 with a start date of | May 2021

Copies of Executive Directars' service agreements are available to view at the Company'’s registered office

RECRUITMENT OF EXECUTIVE DIRECTORS

The remuneration package for any new Executive Director is set in accordance with the terms of the approved Remuneration
Policy in force at the time of appointment. Base salary will be set at an appropriate level, taking inte account the experience of the
individual being appointed and the nature of the rote This may include setting the initial base salary below market but with an
expectation that subsequent increases will bring this into line with the desired market rate, In line with their development in the
role. The pension provision offered will be no more than that offered to the wider workforce at the time of appointment Depending
on the timing of such an appointment within the financial year, it may be necessary for the Remuneration Comnmuittee to use
alternative performance measures for the first performance period.

The Remuneraticn Committee may offer additional cash and/or share-based elements when 1t considers these to be 1n the best
interests of the Company and, therefore, shareholders, to buy out remuneration or contractual entitlements which the individual
would forfeit at their current employer. Buyout awards will be based solely on remuneration lost when leaving the former
employer and would reflect the delivery mechanism {i e cash, shares or options), time honzons and performance requirements
altaching to that remuneration where possible Shareholders will be informed of any such awards at the time of appontment.
Ordinarly, any such buyout awards would be delivered as "recruitment awards” under the LTIP rules but the Remuneration
Comnmittee may need to avail itself of the current Listing Rule 9.4 2 R, if required, in order to facihitate the recruitment of the
relevant individual The Remuneration Commitiee confirms that this provision would only be used to compensate for
remuneration lost

In the case of an internal appointment, any variable pay element awarded in respect of the prior role may be allowed to pay out
according to its terms on grant. In addition, any other ongolng remuneration obligations existing prior to appointment may contirue

For external and internal appointments, the Remuneration Committee may agree that the Cempany will meet certain relocation
expenses, as appropriate and within the limits set by the Remuneration Committee.
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GOVERNANCE REMUNERATION REPORT continued

CONSIDERATION OF EMPLOYMENT CONDITIONS ELSEWHERE IN THE COMPANY

We did not consult with employees as part of the process of developing the new Policy However, in addition to the employee
engagement detailed on pages 33 and 130 we have shared our gender pay report and the CEQ pay ratio with employees As part of
our employee experience survey, we also received feedback on what employees value in termms of their reward package and where
we can improve at the local level

The Remuneration Committee ensures that it is fully briefed on pay practices across the Company generally, including internal
relativities and participation in all-employee share plans. The Remuneration Cornmitiee usually reviews external market data
annually and this 1s the priimary source of remuneration comparison

CONSIDERATION OF SHAREHOLDER VIEWS

The Remuneration Cormmittee understands that shareholders have diverse views in respect of remuneration, and therefore
engages with the Gompany's largest shareholders to ensure it understands the range of views which exist on remuneration issues
When any matena] changes are propesed to be made to the Remuneration Policy, the Remuneration Committee Chair will inform
and, where appropriate, consult with major shareholders in advance, and will offer a meeting to discuss these

The Remuneration Commuttee actively engaged with sharehelders prior to proposing the new Remuneration Policy at its 2024
ACM As set out in the Chatr statement on page 143, in March we undertook an initial consultation with shareholders which helped
formulate the proposals that were sent to shareholders, in July, who together own approximately 61% of the Company. Open and
constructive meetings were held with the shareholders who wanted to discuss the proposals, which led to refinements in the final
approach. We also corresponded with the Investment Asscciation, 1SS and Glass Lewis

The Remuneration Committee alsc seeks ongoing advice from its external advisers on wider shareholder views, to ensure that it is
kept up to date with any changes in market practice and shareholder seritiment.

Following the extensive consultation undertaken and in consideration of the feedback received, the Remuneration Committee 1s
proposing hmited changes to its existing Policy as it strongly believes that this is the best approach to support the Group's
strategic aims, Motivate management and provide the tools to attract high calibre new talent to the Company and is therefore in
the best interests of shareholders and other stakeholders.

POLICY IN RESPECT OF EXTERNAL BOARD APPOINTMENTS

The Remuneration Committee recegnises that external non-executive directorships are beneficial for both the Executive Director
concerned and the Company Each serving Executive Director 1s restricted to one external non-executive directorship in a listed
company and may not serve as the chaur of a FTSE 100 company. At the discretion of the Board, Executive Directors are permutted
to retain fees received in respect of any such non-executive directorship

POLICY FOR THE CHAIR AND NON-EXECUTIVE DIRECTORS

Strategic purpose Key features

Fees Operation

Attract and retain high performing Reviewed, but not necessarily increased, annually by the Board.
individuals.

Fee increases, if applicable, are normally effective from 1 October.

The Roard considers best practice and fee data at comparator companies of
similar scale.

Additional fees may be payable for acting as the Senior Independent Director, as Chair
and/cr a member of a Committee or for other additional responsibilities An allowance
may be paid when regular irtercontinental travel is required

Higher fees may be paid to a Non-Executive Director should they be required 1o assume
executive duties on a temporary basis

No eligibility for Annual Bonus, retirement benefits or to participate in the Group's
emnployee share plans.

Maximum opportunity
No prescnibed maximum annual increase

Aggregate annual fees limited by Articles of Association (currently £2.0 mallion)

Benefits Operation
Reimbursement of business-related Relmbursement of travel to the Company's reqistered office is recognised as a
exXpenses taxable benefit.

To the extent that any other reasonable business related expenses are recognised as a
taxable benefit, these will be reimbursed at cost (including any tax thereon)

Reasenable benefits may be provided from time to timie on a case-by-case basis.

Maximum cpportunity
Crossed-up costs

The Chair and Non-Executive Directors are encouraged to establish a holding in Impenal Brands shares of the equivalent of one
year's base fee
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CHAIR AND NON-EXECUTIVE DIRECTORS’ LETTERS OF APPOINTMENT

The Chair and Non-Executive Directors do not have service agreements, but the terms of their appointment, including the time
commytment expected, are recorded in letters ul appointment which are available for viewing at the Company's registered office
during normal business hours and both prior to and at the AGM

In line with the Board's annual review policy, the Chair's and Non-Executive Directors’ terms of appointment were reviewed and
confirmed by the Board on 31 January 2023 There are no provisions regardimg notice periods in their letters of appointment which
state that the Chair and Non-Executive Directors will only receive payment until the date thelr appointment ends and, therefore,
no comnpensation is payable on termination Under the terms of the Company’s Articles of Assoclation, all Non-Executive Directors

are subject to annual re-election by shareheiders.

PAY ARRANGEMENTS FOR FY24

The table below sumimarises how we intend to apply the main areas of our Directors’ Remuneration Policy for Fy24.

Elerment Implementation

Sa]ary Base salary as at 0t 23 base  Base salary as
Attract and retain high-performing individuals, Oct22  increase%h at Oct 23
reflecting market value of the role and the Executive ~ Stefan Bom}}a‘rd‘ £1339,747 4.5% £1,400,036
Director's skilis, experience and performance Lukas Paravicini £759,200 4%  £789,568

1. Lukas Paravicliu's basc salary was cffective fram 1 January 20723
Increases for the workforce typically ranged from 4% to 8%, with average
increases for the UK workforce at 5%

Annual Bonus
Maxunum opportunity is 200% of base salary.

50% deferred into an award of shares for three years,
which is forfeitable if the Executive Director resigns
voluntanly or is dismissed for cause. Malus and
clawback provisions will apply

Where the minimum shareholding guideline of 300%
of gross base salary has been met, the Remuneration
Committee may determine that a lower deferral
percentage he applied subject to a minimum deferral
percentage of 26%

No change to maximum cpportunity

Measures and welghtings.

Adjusted operating profit growth at constant currency 40%
Adjusted operating cash conversion 15%
Market share growth 15%
ESG /NGP - consumer health (NGP revenue) 10%
Strategic/individual 20%

Underlying targets are commercially sensitive and will be fuily disclosed
In next year's Annual Report.

LTIP
Maximum award size; CEQ" 350% of base salary, CFO
250% of base salary.

Awards have a performance period of three financial
years starting at the beginning of the financial year
in which the award 1s made.

Malus and clawback provisions are in place.

Executive Directors are ordinarily required to retain
the net-of-tax number of vested LTIP award shares
for a peried of two years after vesting.

Should the Company be acquired the performance
penod would end on the date of acquisition. Any
outstanding awards would vest on a time-prorated
basis subject to the achievement of the apphcable
performarnce criteria.

No change toc maximurm cpportunity

Measures, welghtings and targets.

Performance measure Weighting Cutin Target hax
Adjusted EPS growth at constant
currency excluding share buybacks! (40%) 39% 4.8% 5.8%
Return on invested capital (RCIC) (%%} 19.% 21.1% 219%
Cumulative free cash flow (CFCF) (15%) £59h £6.7b £7.5b
Relative TSR against a group of FMCG upper
companies? (20%)] median N/A  quartile
Scope 1 & 2 CO; emissions
Chmate Teduction (5%) 7%  72% 5%
change Energy consumption
reduction (5%)] 45% 6.0% 7.5%

Cut in would deliver a 25% pay cut of maximum.

Chair and Non-Executive Directors' fees
Attract and retamn high-perferming individuals

With effect from 1 October 2023
Chair's fee will increase by 4% from £638,725 to £664,280 pa
NED base fee will increase by 4% from £33,945 to £87,305 pa

Senior Independent Director and chairs of the Remuneration and Audit
Commuttees’ fees will increase by appreximately 3 6% from £27 500
to £28,500 pa.

Committee membership fees will remain at £5500 pa

Shareholding requirement
Align Executive Directers’ interests with long-term
interests of shareholders.

300% of base salary. Requirement to hold shares after cessation of
employment to the value of the shareholding guideline (i.e. 300% or the
existing shareholding if lower at the time) for a period of one vear, with the
requirement reducing to half the shareholding guideline for the second year.

1 rhe LPS growth target has been set at a maderately lower leve! than the previous year, prerarily duce to tax leqislation changes
2 The TSK cormparatar gronp compnses the following companies Altna Group, Anheuser Busch InBev, Batish Amernican Tobacco, Carsoerg B, Consteilanan Brands, Biageo
Eemeken, Japan Tobacco, Kimher'y-Clark, Kirn Ho dings, L'Orea’, Monster Beverage, Perned Furard, PepsiCo Phiup Mons International, Procter £ Gamiale, Reckitt

The Coca-Cola Company, Unicharm, and Unilever.
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GOVERNANCE REMUNERATION REPORT continued

ANNUAL REPORT ON REMUNERATION

The Annual Report on Remuneration has been split into the following sections

1. The remuneration earned by our Directers for the financial year ended 30 September 2023
2. Details of share awards granted, share interests held and historical CEC total single figure versus shareholder returns

3. How Directors’ remuneration compares with employee pay including the CEO pay ratio, our relative spend en pay and
current dilution

4. Remuneration Committee membership and work undertaken during the year, details of advice received and consideration of
shareholders' views

1. REMUNERATION EARNED BY OUR DIRECTORS FOR THE FINANCIAL YEAR ENDED 30 SEPTEMBER 2023
Single Total Figure of Rernuneration for each Director (Audited)

Annual
Salary Benehts Pension  Total fixed bunnuus LTIp Gther Tota
Executive Directors Year £'000 £000 £000° pay €000 £'000" £'000°  vanable pay Total pay
2023 1,340 16 188 1,544 1,919 5138 - 7.057 8,601
Stelan Bomhard 2022 1300 7 182 1,500 2,185 1247 - 3,932 5,432
2023 752 [ 105 861 1,062 2,099 - 3161 4,022
Lukas Paravicini 2022 730 15 102 847 1,205 - S66 1,771 2,618
Total 2023 2,092 20 293 2,405 2,981 7,237 - 10,218 12,623
Total 2022 2,031 32 284 2,547 3390 1,747 566 5703 8,050

Notes

1 Stefan Bernhard recewved an anmual car allowance of £15 000 Lukas Paravicin receved a car a .owanee for October and Novemaer 2022 before moving ta a company car
from December 2022 Stefan Bomhard receved pnivate medicai insurance and Lukas Paravicine wesived health cash p.an

2 FEach indiidual teceived a cash supplement of 13% of sa'ary i leu of membershup of the pension fund

3 Anrual Bonus for 'he year ended 30 Septetnber 2023 Half of the gross value s deferred inte an awatc over shares for three years no further performrance conditions apply,

4, LTIP represeats the va.ne of the FY2-23 LTIP awards whose performance pencd ended 30 September 2023 As these awards do not vest unn! Fepruary 2024 they are
based on a share price af £17.74 bemg the three-month average to 30 September 2023, and an estimate of dividend roli-up based on announced dividend payabie on
31 December 2023, Of the FY21-23 LTI value shown, F640k and £155K rela“es to share price appieciation for Stefan Bormhard and Lukas Paravioinl respectively. The [ TIR
value for Y22 has heen restated to reflect the aclua’ vesting value as at the vesting date 15 February 2003

5 Faor Lukas Paravicinl “Other” represents the buyont of a guaranteed bonus he would have received from hus previous empioyer

Fees £'000 Taxable benefits’ Total
MNan-Executive Directors 2023 2022 2023 20227 2023 2022
Thérése Esperdy - 639 620 50 41 689 86!
Sue Clark® . 144 141 2 4 146 45
Diane de Saint Victor' 89 77 3 5 92 82
Ngozi Edozien”’ 101 87 - 30 a1 nz.
Andrew Gilchrist™ L 59 - - - 59 -
Alan Johnson L 89 87 3 5 a2 82
Bob Kunze-Concewitz 89 87 3 5 92 92
Simon Langeher” 30 87 3 & 33 83
Jon Stanton” nz N4 1 2 ns ne
Total 1,357 1,300 85 o8 1,422 1,358
Motes
1 Benehtzan kind for Mon-FExeeutive Lirectors reialr to the rmmaswsement of fravelling expenses to meehings held st the Sompany s regisiered office
2 Taxaolebenel® higures for 2022 have been restated 10 1nciude tax gross-up
3 Includes paymentsn respect of Senlor Independent Director of £27 500 and Chair of the Remuneranon Commitiee fees of €27500 respectively pa
sf Mane de Saint Victar and Mooz Fdozien were appounted to the Board on 13 Novernoer 2021

Ngoz Fdozien's amount inciudes a payment of £12 000 {iu,” year} and Androw Gllchnst s amount incudes a payment af £7.000 (Match to Septemaert in respect of a
non-European travel aliowance in recogaiiicn of the extra e commuiment requueed for trave,

0 Andrew Srchnst was appointed 1o the Board on 1 March 20722

7 Sumon Langelier stepped down from the Board on L February 2023

8 [ncindes payment i respect of chair of the Audit Comemttec fees of £27,500 pa
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The aggregate remuneration of all Executive and Non-Executive Directors under salary, fees, benefits, cash supplements in lieu of
pensions, Annual Bonus and LTIP was £14,045k (2022 restated £8,448k).

No Director is eligible to participate in the defined benefit pension fund, Each Director eligible for membership of the defined
contributicn pension fund has opted to receive a cash supplement in lieu and therefore, no pension disclosure is required

Determination of 2023 Annual Bonus (Audited)
The 2023 Annual Bonus was based on a scorecard of measures. Details of the measures, their welghtings, targets and extent of
achievement are set out in the table below.

Measure Weighting Cut in Target Max Achievernent Pay-out
Adyusted operating profit at constant currency 40% 0% 3.5% 5.2% 3.8% 26.8%
Adjusted operating cash conversion 20% S0% 95% 100% 92% 4.8%
Weighted market share 20% -3hps +Thps +5bps +10bps 20%
Climate change — energy consumption 2.5% 0.5% 2.0% 35% 8.8% 2.5%
Climate change — CO; emissions 2.5% 57% 6H0% 63% B5% 2.5%
Consumer health - NGP net revenue (Em)- 5% 81 200 221 227m 5%
Strategic/individual — Stefan Bomhard 10% - - - 100% 10%
Strategic/individual - Lukas Paravicini 10% - - - 90% Qo
Total bonus Stefan Bombard 100% 71.6% of max
Total bonus Lukas Paravicini 100% 70.6% of max

1 Excluding USand atinternal exchange rates
The Committee set the following strategic goals for the Executive Directors,

Strategic/individual Performance assessment highlighting key achievernents
measures and targets

Stefan « Buildatargeted - Significant percentage of NGP markets {Heated Tobacco and vaping) achieved their launch
Bomhard NGP business (5%}  objectives, exceeding target set Overall results exceeded targets in business plan.

- Achieved target to launch blu 2.0 into eight markets.

« blubar launched into eleven markets

+ Pulze launched into five markets, exceeding target.

+ Completed assessment of options and recommendation for progression on US NGP.

+ Board agreed recommendation to enter MOND in US and acquisition made and completed

1n May 23 with FY24 launch planned
- Completion of follow up from ELT strategic review on potential future growth options

for Group.
+ Lead - Conducted five Global Business Leaders events, exceeding target High engagement with
transfarmation average participant feedback of 4.3 out of 5.
program (5%) - Maintained FY22 global pulse survey results around role modelling of new behaviours by

senior leaders (all employees). Results upper quartile against global benchmark on
leadership measure. Global engagement score sustained at 74% exceeding global
henchmark by 1%

- Continued development of ELT including dedicated sessions for new team members
supporting team integration.

+ DEI programme KPIs defined and deployed in business Meaningful progress on gender and
ethnic diversity. Female representation increased by 12% at ELT-1level and tracking ahead
of gender goal target glidepath at 25.8%.

+ Business case for Novo FY23 delivered.

« Operating mode! transformation key prejects (GBS & Digital Core Transformation) primarnly
on time and within budget.

Total payout as a % of maximum bonus: 71.6%
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GOVERNANCE REMUNERATION REPORT continued

Strategic/individual Performance assessment highlighting key achievements
measures and targets

Lukas + Continued Company- Completed Finance Transformation in Group and top 5 markets Setup a 100+ strong GBS,
Paravicini transformation (5%) by transferring activities in line with blueprint and by assessing, appointing and training
the retained orgamsation
» In line with Group's multi-function GBS strategy, fully transferred IT Operations (100+ FTE)
under the remit of the newly created GBS IT.
« GM and Cluster Lead survey in March showed transformation impact well received and
further improvement 1n results on survey rerun in September.
» Finance, IT and Transformation employee engagement increased to 72% (+8pp vs FY22)
Maternal increases in key Inclusion metric (81%. +9pp vs FY22) and Wellbeing (72%, +6pp vs
FY22) scores
- Overall engagement supported by personal people leadership score improving by 5pp
1o 79%.
- Explore phase of UNIFY programme completed on tume and within budget Prepared itself
for the Deploy phase for early adopters UK/1 and Radom factory.
+ UNIFY deploy phase accompanied by a strong business transfermation communication
and change management plan. Programnme is well established and well supported in the
crganisation at large

+ Drive shareholder « Global IT and UNIFY capes managed within allocated budget
value (5%) + Funding provided proactively, 1aking advantage of market opportunities to deliver
€950million of new debt financing with 8 years' matunty.
+ Actuive debt holder engagement increased throughout the year, leveraging in full the best
practices acquired over time in [nvestors Relations.

Total payout as a % of maximum benus: 70.6%

Individual Annual Bonus payments:
Total Annual Bonus £000

Executive Directors Maximum Actual
Stefan Bomhard £2,679 £1,919
Lukas Paravicini £1,504 £1,062
MNotes

1 Ea'f of the sonus will be deferred 1n1o an award over shares

Long-Term Incentive Plan awards vesting (Audited)
Performance awards vesting in February 2024 are based on performance measured over the three year period ended
30 September 2023.

Cut-in Target (60% Maxamum Actual  Percentage of
Measure Weighting  (25% vesting) vesting) (100% vesting) performance  award vesting
Adjusted EPS growth al constant currency (average annual
growth) 40% 2.00% 3.351% 4.80% 3.4% 25%
Adjusted net debt / EBITDA (for FY23) 20% 2.00 1.91 1.80 1.77 20%
Return on invested capital (ROIC) (average annual) 20% 16.60%  17.00% 17.50% 17.56% 20%

Upper

Relative TSR (return over three financial years) 20% Median nfa quartile 2125 20%
Achievement 85%

Adjusted EPS excludes the impact of share buybacks and assoclated financing costs.

The methodology agreed for net debt/EBITDA gut-turn included an adjustment for share buybacks to ensure that the measure 1s
not negatively impacted by cash returned to shareholders The targets for the adjusted net debt/EBITDA for FY23 assumed a share
buyback in FY23 of £400 million The out-turn was adjusted to reflect the actual share buyback undertaken in FY23 of £1 billion

The TSR measure compared the Cornpany's performance against the following companies' Altria Group, Anheuser-Busch InBev,
Belersdorf, British Amernican Tobacco, Brown-Forman, Carlsberg. Clorex, Constellation Brands, Diageo, Heineken, Henkel Japan
Tobacco, Kimberly-Clark, Kirin Holdings, L'Creéal, Monster Beverage, Pernod Ricard, PepsiCo, Phulip Morris International, Procter &
Gamnble, Reckitt Benckiser Group, Unicharm and Unilever PLC

Vested awards granted for FY21 anwards are subject to a two-year holding period

Recruitment Award vesting during the year ended 30 September 2023
No awards to report

Payments for loss of office and payments to former Directors (Audited)
No payments to report
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2. DETAILS OF SHARE AWARDS GRANTED, SHARE INTERESTS HELD AND HISTORICAL CEO TOTAL SINGLE
FIGURE VERSUS SHAREHOLDER RETURNS

Performance awards granted during the year (Audited}
When determining the Directors’ awards, the Commuttee tock into account the prevailing share price performance over the year
and the number of shares awarded as a result.

Amaunt
Date of grant Share price’ Number of nil-cost options Face value of base saqlary End of performance period
Stefan Bomhard 15 February 2023 £20.22 231,904 £4,689,099 350% 30 September 2025
Lukas Paravicini 15 February 2023 £20.22 80,257 £1,824,997 250% 30 September 2025

1 alurd using the ¢iosug share price the tradiag day prior to grant

The targets for the above performance awards are as follows:

Minimum performance (25% vestingl  Maximum perfarmance {100% vesting}

Measure Weight Target Target
Adjusted EPS growth at constant currency 40% 4.4% 6.3% or higher
Return on invested capital (ROIC) {average

annual) 20% 20.2% 21.0% or higher
Relative TSR 40% Median Upper quartile

Adjusted EPS excludes the impact of share buybacks and associated financing costs.

The TSR comparator group comprises the following companies Altria Group, Anheuser Busch InBev, British American Tobacco,
Brown-Forman, Carlsberg B, Carnival, Clorox, Constellation Brands, Diageo, Heineken, Henkel, Japan Tobacco, Kimberly-Clark,
Kirin Holdings, L.'Oreal, Monster Beverage, Pernod Ricard, PepsiCo, Philip Merris International, Procter & Gamble, Reckitt,
Unicharm, and Unilever,

Each measure operates independently and 1s capable of vesting regardless of the Company's performance 1n respect of the other
metncs. The Committee retains discretion to adjust up or down including to zero the number of shares that vest taking into
account a number of factors including personal or corporate perforrmance and circumstarices that were unforeseen at the date
of grant.

SHARE INTERESTS AND INCENTIVES (AUDITED)

Shares held at earher of Dividends
30 September 2023 reinvested post Conditional awards and options held at earlier of
and leaving date year end 30 September 2023 and leaving date
Awards Aowards Options
unvested and  unvested and  unvested and Optians

Shares held at Subject to subject to subject to subject to exercised

30 September Owned 3 holding Owned performance continued continued  Vested but not during the
_ 2022 putright perrad outright conditions  employment employment exercised year
Executive Directors
Stefan Bomhard 33,549 18,164 61,901 1,030 755,169 105,480 687 - 85,079
Lukas Paravicini - _ - ~ 305800 _ 40,789 - - -
Non-Executive
Directors
Thérése Esperdy 37,787 61,729 - - - - - - -
Sue Clark 6,506 8,040 - 21 - - - - -
Diane de Saint Victor 252 625 - 3 - - - - -
Ngozi Edozien® 252 6521 - 4 - - - - -
Andrew Gilchrist® - 3,238 - - - - - - -
Alan Johnson 586 984 - 8 - - - - -
Bab Kunze-Concewitz 50,630 50,974 - - - - - - -
Simon Langelier! 2500 26,68 - - - - - - -
Jon Stanton 2,820 3,260 - 19 - - - - -

1 Therése Esperdy shares are in the form of Amerncan Depositary Receipts

2 Ngozi Edozien's share amount af 625 inciudes 353 American Nepositary Beceipts,

3 Andrew Gilchnst was appointed to the Board on 1 March 2023 and hus shares are in the form of Amencan Depositary Receipts

4 Simon Langelier stepped down from the Board on 1 Feoruary 2023

5 There have oeen no changes in Director shaie fiqures reported 1n the table anove between 30 Septermnoer 2023 and the date this report was signed, other than the dividend
remnvestment post year end hgures included 10 the table
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GOVERNANCE REMUNERATION REPORT continued

Our middle market share price at the close of business on 29 September 2023, being the last trading day of the financial year, was
£16 67 and the range of the middle market price dunng the year was £16.40 to £21.85

Full details of the Directors’ share interests are available for inspection in the Reguster of Directors’ Interests at our
registered office.

EXECUTIVE SHAREHOLDINGS (AUDITED)

Walue of Value of
Shares held at Increasein  shares held at  shares held at Shareholding Current
Shares held at end af shares held  start of year® end of year  Difference n requred  sharehalding  Requirement
start af year’ year™ during year £00G £000 value £'00C (%o salary] (9h salaryifees) met" ¢
Executive Directors
Stefan Bomhard® 33,349 134,955 101,606 619 2,250 1,631 300 168 Yes
Lukas Paravicint® - 2,618 21618 - 360 360 300 47 Yes

1 Shares held 1s inclusive of shares owned outnight, these vested but sub;eot 10 a holding perod awarded, inciuding shares awarded under the Ueferred Share Bonus Plan
heing the daferred element of the honus,

2 Ordate of ieavingf earher

3 Based on a share price of £18 55 heing the cosing price on 30 September 2022

4 RBased on a share price of £16 67 bei1ng the c.osing price on 30 September 2023

S, Slefan Bomhard joined the Board on 1 Jury 2020 and has five years 1o bun.d ta his sharehouding requirernent

6. Lukas Paravicini Jjoned the Board on | May 2071 and has five years to burd to his shareholdinig requirernent

REVIEW OF PAST PERFORMANCE

The chart below shows the value of £100 invested in the Company on 1 October 2013 compared with the value of £100 invested in
the FTSE 100 Index for each of our financial year-ends to 30 September 2023 We have chosen the FTSE 100 Index as it provides the
most appropriate and widely recognised index for benchmarking our corporate performance over a 10-year pentod

Total sharehoider return performance
Index value

0 — — = — — — — — = — — — — — — = — = — — = — = —

SD - T T T - T T T
20-Sep-13 30-Sap-15 30-Sep-17 30-5ep-13 30-Sep-21 30-Sep-23

+== Imperial Brands == FTSE 100 Return Index
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CHANGE IN CHIEF EXECUTIVE OFFICER REMUNERATION

2023 2022 2021 2020 2020 2020 2020 2019 2018 2017 2016 2015 2014
Stefan Stefan Stefan Stefan Joerg  Dominic Alison Alison Alison Alison Alison Alson Alisan
Bamhard Bomhard Bomhard Bomhard  Biebernick Brishy Coaper Cooper Cooper Cooper Cooper Cagper Caoper

Total remmuneration
£000 8,601 5432 3,421 1104 863 943 448 2037 3935 4657 5404 3637 2,686

Annual Bonus as a
percentage of

maximum 7.6 B4 54.1 40 40 400 4 312 g7 [=10] 72 80 69
Shares vesting asa

percentage

of maxamum 85 19.8° 308° il nil nil il nit 20 444 457 B8 5.8

1 48.4% was the farmulaic out-turn, however, the Bemuneration Committee acceptled the CEO's recommendation and used 11s diserelion to reduce this to 40%
2 bl% was the formulair out-turn however, the Hemuneration Committes used uts discretion and reduced this to 33%

3 Reiates to vestng of Long-Tetm [ncentive Plan (exciuding Recrintment Award).

4 Relates to vesuing of Recrutttment Award based on performance critena of former emp.oyer

3. HOW DIRECTORS’ REMUNERATION COMPARES WITH EMPLOYEES' REMUNERATION

There is a strong alignment between how we approach pay for our Executive Directors and the wider workforce, with a focus on
performance-related pay and similar performance metrics in our Annual Bonus and LTIP Qur reward packages are designed
to attract, incentivise and retain the best talent, driven by market practice, skills and experience.

Executive Directors UK employees

Increase in line with or helow wider workfarce Salary Average increase of 5% for FY24

Mix of financial/sirategic measures, with 50% of Annual Bonus Mix of financial/strategic measures 100% paid
bonus deferred 1nto award over shares in cash

Performance metrics measured over three years, LTIP Performance metrics measured over three years
with two-year helding period after vesting No holding period

14% cash or contnbutions into Company's Pension The majority of UK employees receive a
pension fund contribution of 14% of salary

£250 per month and three-year savings period Sharesave £250 per month and three-year savings period

Consideration of colleagues’ views

Our colleagues are at the core of our business, and dunng the year the Board continued 1ts "Meet the Board” sessions and
workforce engagement which gave us an opportunity to hear feedback from celleagues on a variety of topics including our
strategy, ESG, culture, and diversity, equity and inclusion. We also explored the topic of remuneration, giving participants the
opportunity to discuss how the Commuittee aligns executive reward with the approach to pay for all employees, and to understand
their views on reward at Imperial Brands The level of engagement was extremely high with a constructive discussion covering,

+ Performance metric selection across Annual Bonus and LTIP, and how the metrics selected align with strategy and purpose

+ Total remuneration package and how this aligns for employees throughout all levels of the Company.

+ UK Corporate Governance Code and how the decisions taken by the Company are influenced by the UK regulatory environment,

+ The role of external benchmarking 1n remuneration decisions for executives, as well as at other levels of the Company, and the
comparator groups that are considered

- Alignment of ESG priorities to strategy and remuneration

The Board continues its commitment to listening to colleagues and appreciates the opportunity to understand what is important
to them, and how their pricrities evolve with each year of our ‘Meet the Board” prograrnme. These views are considered in
decision-making and actions taken in the year.

We look forward to continuing our "Meet the Board” listening sessions on reward in FY24 to ensure that we stay close to the
evolving pricrities of our diverse workforce.
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GOVERNANCE REMUNERATION REPORT continued

PERCENTAGE CHANGE IN BOARD REMUNERATION

The table below shews the percentage change in the salary, benefits and Annual Bonus for the Directors, between FY23 and FY22,
as well as the disclosures for FY2Z, FYZI and FY20.

Year-on-year change in pay for Directors compared with UK employees.

2023 2022 202 2020
Anruat Borus Benefits Annual Benefits Annual Annual
Salary (%) Benefits (%) (%) Salary (%) (%) Bonus (%) Salary (%) (%) Bonus (%] Salary (%) Benefits (%) Bonus (%)
Executive
Director
Stefan Bornhard
{from 1 Jul 20) 3.0 (5.9} (12.2) 2.5 0.0 343 SBEe. 18337 54062 - - -
Lukas Paravicini
(from 1 May 21} 3.0 (73.3) M8y 1400 150.0° 24142 - - - - - -
Non-Executive
Directors
Thérese Esperdy 31 220 - 25 - - 247 (100) - 35332 413 -
Sue Clark 2.1 [50.00 - 2.2 - - 7.0 (100} - 55.4 -50.0 -
Alan Johnson
{from 1.Jan 2)) 2.3 (40.0) - - - - - - - - - -
Andrew Gilchrist
(from 1 Mar 23) - - - - - - - - - - - -
Bob Kunze-
Concewl!tz
{from 1 Nov 20) 23 {40.0) - n.s? - - - - - - - -
Jon Stanton 26 (50.0} - 1.8 - - 179 (100) - 187.%° 0.0 -
Ngozi Edozien
{from 15 Nov 21} 6.2 (100.0) - - - - - - - - - -
Diane de Saint
Victor (from
15 Nov 21) 15.62 {40.0) - - - - - - - - - -
All UK employees 6.6 5.9 4.1 27 7.3 2.9 0.0 2.4 7.9 5.69 -5.72 0 3244

1 A year on year comparison 1s not possib.e in the year that a Director ;01ns the Board.
2 Increase reflects first fu.. year

CEO PAY RATIO

The table below shows the multiple of our CEQO's pay ratio to median, lower quartile and upper quartile pay in the UK. The calculations
are based on methodology Option A as defined by the regulations and by calculating the pay and benefits of all UK employeeson a
full-time equivalent basis. Option A was chosen as it is the most rebust approach The CEO pay ratio 15 based on comparing the
CEQ’s pay to that of Imperial Brands' UK-based employee population, a large proportion of whom are 1n sales roles, The Committee
anticipates that the ratios are likely io be volatile over time, largely driven by the CEQ's incentive outcomes which are dependent
on Group-wide results,

The pay levels shown for the percentiles reflect remuneration for the 12 months to 30 September 2023.

Financial year Calculation methodology P25 (lower guartile) x: P50 (median] x:1 P75 (upper quartile] x:1
2023 A 151.3 N2, 885
2022! A 98.0 758 49.6
2021 A 50.7 48.4 310
2020 A 50.2 387 244
2019 A 53.0 36.5 22.0

Stefan Bormhard P25 (lower guartile] PSO {median) P75 [ugper quartile]
Total remuneration £8,600,605 151.3 2.1 £8.5
Base salary £1,339,747 316 249 8.7

1 2022 CEDpay rahos have been updated to reflect the value of the updated 2022 CEG sing.e f:gure whizh incorperates long-term incentives Jased on actual vesting, rather
than the estimate used for the 2022 disr osure

The CEQ total remuneration pay vatio has increased across all percentiles, due to an increase in CEQ total remuneration driven by
incentive out-turns and strong share price performance The CEC base salary ratio has remained static, confirming that the
varlance 1s dniven by performance-related vanable pay

The salary component for FY23 at each quartile 1s £42 376 (P25), £53.840 (P50) and £80,078 (P75) The equivalent total pay nurnbers
are £56,840 (P25), £76.735 (P50) and £123,667 (P75)

The Commitiee 15 satisfied that the overall picture presented by the 2023 pay ratios is consistent with the reward policies for our
UK employees The Committee takes Into account these ratios when making decisions around the Executive Director pay
packages, and Imperial Brands takes seriously the need to ensure competitive pay packages across the organisation
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RELATIVE IMPORTANCE OF SPEND ON PAY

The table below shows the expenditure and percentage change in overall spend on employee remuneratior, dividends and

share buybacks.

Percentage
£ million unless otherwise stated 2023 2022 change
Executive Directors’ total remuneration-? 13 8 62.5
COverall expenditure on pay* 882 642 374
Dividend paid in the year 1,312 1,320 (0.6}
Share buybacks in the year® 1,006 - nfa

1 Exeritive Ditectors’ total temuneration 1s based on ihe total single igure for &l Lxecutive Directors and 1s included to provide a compansen selween Executive Direectar
and overall emp oyee pay

2 Excludes employer's social seounty costs

3 In FY23, expenduure inc.udes £1 mllion of share buynacks and £6 mulion of fees and stamp duty There were no share huydacks in FY22

EMPLOYEE BENEFIT TRUSTS

Cur policy remains to satisfy options and awards under our employee share plans either from market-purchased ordinary shares
or ordinary shares held in treasury, distributed threugh our employee benefit trusts. the Imperial Tobacco Group PLC Employee
and Executive Benefit Trust (the Executive Trust) and the Imperial Tobacco Group PLC 2001 Employee Benefit Trust {the 2001
Trust) {together the Employee Benefit Trusts).

As at 30 September 2023, we held 70,289,137 ordinary shares in treasury which can be used 1o satisfy options and awards under our
employee share plans either directly or by gifting them to the Employee Benefit Trusts

Options and awards may also be satisfied by the issue of new ordinary shares.

Details of the ordinary shares held by the Employee Benefit Trusts are as follows.

Ordinary shares

Balance at Acquired Distributed Balance at  under award at

011072022 during year during year 30/09/2023 30/09/2023 Surplusfsharttali}
Executive Trust 1,504,333 0 (M, 230) 1,393,103 2,326,963 (933,860)
2001 Trust 2,157,457 0 (,981156) 176,301 6,370,306 (6,194,005)

SHARE PLAN FLOW RATES

The rules of each of the Company's share plans contain provisions limiting the grant of options and awards to shares representing
no more than 10% of the issued share capital of the Company over a period of 10 vears (or, in the case of options and awards
granted under the LTIP and Deferred Share Bonus Plan, 5% of issued share capital over the same 10-year penied) As at

30 September 2023, an aggregate total of 1% of the Company's issued share capital {including shares held in treasury) is subject to
options and awards under our executive and all-employee share plans

SUMMARY OF OPTIONS AND AWARDS GRANTED

Curmulative options and awards granted as a percentage af
issued share capital (including those held in treasury)

Qptions and awards granted during the year as a percentage

Limit on awards ofissued share capital (including those held in treasury]

10% in 10 years 2.8 ) 0.4
5% 1n 5 years 19 C.4
5% in 10 years (executive plans) 23 03

EXTERNAL BOARD DIRECTORSHIPS

The Committee recognises that external non-executive directorships are beneficial for both the Executive Director concerned and
the Company Each serving Executive Director is restricted to one external non-executive directorship in a listed company and
may not serve as the chair of a FTSE 100 company At the discretion of the Board, Executive Directors are permitted to retain fees
recetved in respect of any such non-executive directorship

Stefan Bornhard 15 a non-executive director of Compass Group PLC and was permitted to retain the £94,000 fee received from this
positien in the financial year.
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GOVERNANCE REMUNERATION REPORT continued

4. REMUNERATION COMMITTEE MEMBERSHIP AND DUTIES

The Board 15 ultimately accountable for executive remurneration, but has delegated this responsibility to the Commuttee,

at least three of whose members are independent Non-Executive Directors, The Chair, who is a member of the Committee,

was independent on appomntment. We consider this independence fundamental in ensuring that Executive Directors’ and senior
managemeht's remuneration 1s set by those who have no personal financial interest, other than as shareholders, in the

matters discussed. To remnforce this independence, a standing item at each Committee meehing allows the members to meet
without any Executive Director or other manager being present.

Blographical details of the current members of the Remuneration Committee are set out at pages 116 to 119 Members of the
Committee are appointed by the Board following recommendation by the People and Governance Commuttee {formerly known as
the Succession and Nominations Committee).

The Commmilttee must meet at least twice a year. A quorum for meeting 13 two.

The Committee considers its key responsibility as being to support the Company's strategy and its short and long-term
sustainable success. This is ensured by the adherence to our Executive Pay Principles set out on pages 146 to 148 and to the
Directors’ Remuneration Policy which together set the right conditions for high-cahbre executives to deliver and, further, to
provide long-term benefits to all stakeholders. It also determunes the specific remuneration package, including service agreements
and pension arrangements, for the Chair, each Executive Director and our Executive Leadership Team. When setting the pelicy for
Executive Director remuneration, the Committee reviews workforce remuneration and related policies to ensure the alignment of
wncentives and rewards across the Group

The Committee’s other responsibilities include

+ Maintaining a competitive Remuneration Policy appropriate to the business environment of the countries 1n which we operate,
thereby ensuring we can attract, retain and motivate high-calibre individuals throughout the business;

+ Aligning Executive Directers’ and senior management's remuneration with the interests of long-term shareheolders and other
stakeholders whilst ensuning that remuneration 1s fair but not excessive and reflects the contribution made,

+ Setting measures and targets for the performance-related elements of variable pay;
+ Oversight of our overall policy for employee remuneration, employment conditions and our employee share plans; and
- Ensuring appropriate independent advisers are appointed 1o provide advice and quidance to the Gommittee

The Comimittee's terms of reference are reviewed annually and were last reviewed in September 2023 They are available on our
website www.impenalbrandsplc.com

When carrying out 1ts duties the Comumuttee considers the Remuneration Policy and practices in the context of provisien 40 of the
UK Corporate Governance Code, as follows:

Clarity - The Remuneration Policy sets out clearly each element of rermuneration limuts in terms of quantum and the discretions
the Committee can apply The DRR sets cut the arrangements clearly and transparently. Questions on the remuneration
arrangements can be raised at the AGM and through our "Meet the Board® pregramme

Simplicity - The rermuneration structure for our Executive Directors consists of fixed pay (base salary, pension and benefits),
Annual Benws and a Long-Term Incentive Plan. Our remuneration structures throughout the organisation are simple in nature and
understood by employees,

Risk - A number of features within the Remuneration Policy exist to manage different kinds of risks; these include

+ Malus and clawback provisions operating across all discretionary incentive plans;
Deferral of remuneration and holding periods;
Remuneration Committee discretion to overnide formulatc out-turns te ensure inceritive pay-outs reflect underlying business
performance and shareholder experience;
Limits on awards specified within the policy and plan rules; and

= Regular interaction with the Audit Committee

Predictability — The Committee regularly reviews the performance of in-flight awards so 1t understands the hikely cutcomes

Proportionality - The Committee is against rewarding poor performance and, therefore, a significant portion of remuneration is
performance-based and dependent on delivering the Company's strategy Performance targets are based on a combination of
measures to ensure there is ne undue focus on a single measure.

Alignment — There 15 a clear progression of rermuneration throughout the workforce with performance measures supporting the
key performance indicators and the long-term sustainability of the business The Commuttee reviews the Remuneration Policy,
taking into account the feedback received from shareholders and the impact on the wider workforce
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Remuneration Committee meetings 2022/23
The Remuneration Committee met for four scheduled meetings diining the year Details of the main activities covered in the
meetings are set cut m the Chair's statement at the beginning of the DRR on page 145

Cther regular attendees include the CEQ, Company Secretary, Chief People and Culture Officer, Global Reward Director and the
Committee's principal adviser. None of the individuals were mnvolved 1n any decisions relating to their own remuneration.

Remuneration Committee evaluation 2022/23

For 1ts FY23 evaluation, the Board mitiated an external review using the firm Independent Board Evaluation (IBE}, covering the
Board and its Committees The Remuneration Comrmittee evaluation was undertaken through meeting observation, together with
a review of meeting malerials and one-to-one interviews with Committee members and the independent remuneration advisors
to the Commmuttee.

The review concluded that the Committee was operating effectively, with a strong chair, cohesive membership and good
participation. The understanding of the UK market and the ability of the Committee to test its thinking prior to reaching
conclusions were positively noted

Further information on the Board evaluation is on page 133.

Advice provided to the Remuneration Committee
Deloitte LLP was appointed as the independent adviser to the Committee throughout FY23. Deloitte was paid fees of £267,760 for
its services during the year

Deloitte is a member of the Remuneration Censultants Group and complies with its Cede of Conduct which sets out guidehnies
to ensure that 1ts advice is imndependent and free of undue influence. Deloitte LLP provided other advisory services including
corporate tax and employee mobility advice, and technology consulting services.

The Committee 1s satisfied that advice received by Deloitte during the year was independent and objective and that all individuals
who provided remuneration advice to the Commuittee have no connections with Imperial Brands that may impar their
independence

Other companies which provided advice to the Remuneration Committee are as follows:

Alithos Limited undertook total shareholder return (TSR) calculations and provided advice on all TSR-related matters. During the
year it was paid £19,500 and provided no other services to the Company. Willis Towers Watson provided market pay data and was
paid £36,000 for these services Willis Towers Watson also provided actuarial and wider reward-related services to the Company
Both advisers were appointed by the Commuttee, which remains satisfied that the provision of those other services in no way
compromises their independence They are all paid on the basis of actual work performed rather than on a fixed fee basis

VOTING ON THE REMUNERATION REPORT AT THE 2023 AGM

At the 2023 AGM there was a vote 1o approve the Directors’ Remuneration Report We recelved a strong vote 1n favour of our
Directors’' Remuneration Policy at our 2021 AGM.

Votes far
inuclidi:g Total votes cast Total vates
discretionary Percentage Votes Percentage excluding votes Vates cast including votes
Resoclution vates for against against withheld withheld' withhefd
Directors’' Remuneration
Report (2023 AGM) 708,307,449 G7.54 17,905,513 246 727,212,952 955,342 728,168,304
Directors’ Rermnuneration
Policy (2021 AGM) 706,375,474 95.28 34,958,557 472 741,334,031 1,374,300 742,708,33

1 Votes withheld are notinzluded 1n the final figures as thev are not recognised as a vote 1n.aw

The strong suppert received for the Directors’ Remuneration Report followed engagement with our largest shareholders during
2021, 2022 and 2023. The input we received from shareholders was extremnely helpful Following the AGM, we continued to engage
with our largest shareholders, taking their feedback on our plans for the Directors’ Remuneration Policy and our FY24 incentives
At the 2024 AGM, shareholders will be invited to vote on the 2023 Directors’ Remuneration Report (advisory vote) and 2024
Directors’ Remuneration Policy (binding vote)

UL

Sue Clark
Chair of the Remuneration Committee
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GOVERNANCE DIRECTORS’ REPORT

DIRECTORS'
REPORT

The Directors present thelr report and
audited financial statements for the year
ended 30 September 2023 This Directors’
Report, together with our Strategic Report,
forms the management report required
under the Disclosure Guidance and
Transparency Rules (DGTR) The Company
has ¢hosen, m accordance with Section
414 C(11) of the Companies Act 2006, to
include certain matters it the Strategic
Repart that would otherwise be reguired to
be disclosed in the Directors’ Report. The
Strategic Report can be found on pages 2 to
111 and includes an indication of future
likely developments of the Company,
detalls of important Company events and
the Company's business model and
strategy. The Corporate Governance
information on pages 112 to 141 and the
Directors’ Responsibilities Statement on
page 168 are incorporated into the Directors’
Report by reference The Directors’ Report,
mnchuding the information incorporated by
reference, fulfils the requirernents of the
Corporate Governance Statement for the
purposes of the DGTR

Specifically, the following disclosures and
those referred to under "Other information”
on page 167 have been included elsewhere
in the Annual Report and are incorporated
inte the Directors’ Report by reference

Disclosure Page
Future develgpments in
the business 3]

Disclosure of greenhouse gas
emissions, energy consumption

and energy efficiency action 50
Going concern statement 1o
Viability staternent 110
Statement of Directors'

responsibilities 168
Disclosure of information to

the auditor 141
Financial risk management 210
Shareholder information 263

EQUAL OPPORTUNITIES

We regard equalbity and fairmess as

a fundamental right of all our people.

We aim to create a work environment that
allows equal opportunities se people are
ernployed fanrly, safely and in cornphance
with applicable employment laws and
requlation. We respect each person for who
they are and what they can contnibute

and provide the same oppertunity for
career development and premotion
regardiess of disabihity, physical or mental
health, age, race, origin, gender, sexual
orlentation, political views, religion, marntal
status or any other legally protected status

CHARITABLE AND
POLITICAL DONATIONS

As part of our responsible approach,

we continued to support a number

of communities in which we cperate

by allocating a central budget. This budget
largely funds cur support of the Eliminating
Child Labour in Tobacco Growing (ECLT)
Foundation and our suppert of Hope for
Justice. In addition a number of our
subsidianes donate to charitable and
community endeavours frorm local budgets.

All chantable donations and partnership
investments are subject to the
requirements of our Code of Conduct

No political donations were made to UK or
nen-UK political parties, organisations or
candidates during the year {2022 mi)

POWERS OF DIRECTORS AND
SHARE CAPITAL

The business of Imperial is managed by the
Board which may exercise all the powers
of the Company, subject to the provisions
of the Articles of Association and the
Companies Act 2006, Authonty is sought
from shareholders at each Annual General
Meeting to grant the Directors powers,

111 Line with inistitutional shareholder
guidelines and relevant legislation, in
relation to the issue and buyback by the
Company of its shares

Details of our share capital are shown

m note 25 to the financial statements

All shares other than those held in treasury
are freely transferable and rank pari passu
for voting and dividend rights.

As at 30 Sepfember 2023 we held 70,289,137
sharesin treasury, which represented
appreximately 7.26% of the Company's
issued share capital and had an aggregate
notmunal value of £7,028914.

We have not cancelled these shares but
hold them In & treasury shares reserve
within our profit and loss account reserve,
and they represent a deduction from equity
shareholders funds.

Repurchases of own shares

On 6 October 2022, we announced a
comrritment 1o return surplus caprtal o
shareholders though regular annual share
buybacks if circumstances were nght and
in line with our five-year strategy to deliver
sustainable growth and enhanced
shareholder returns, expected to be ir: the
regicn of £1 billien in the financat year
ending 20 September 2023. This programme
completed on 11 Septernber 2023,
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Atits AGM on 1 February 2023,

the Company ohtained shareholder
authorisation for the buyback of up

to 84,200,000 shares (the "2023 Buyback
Authority”), renewing and replacing a
sirrular authority granted at the AGM held
on 2 February 2022, 52,107,043 ordinary
shares with a nominal value of 10 pence
each were purchased in FY23, of which
33,432,389 were purchased under the 2023
Buyback Authonty. The aggregate amount
of consideration paid by Imperial in FY23
was £1000 milhon. The 2023 Buyback
Authority will expire at the earlier of the
close of business on 31 March 2024 and the
end of the AGM of the Company to be held
in 2024

On 5 October 2023, we announced the
comrnencement of a further £1.1billicn
share buyback programime which 1s
expected to be completed by 30 September
2024, As at close of business on

10 November 2023, a total of 54.1 rullion
further shares could still be repurchased
under the 2023 AGM Authenity before

It expires.

The Board continues to regard the ability
to repurchase issued shares in suitable
circumnstarnces as an lmportant part

of Imperial's f[inancial management

A resolution will be proposed at the

2024 AGM to renew the authonty for the
Company to purchase 1ts own shares,

up to specified hmits and 1n hne with
institutional shareholder guidelines, for a
further year. The propesal will be described
in more detail m the 2024 Notice of AGM.
For all recent share buyback programmes,
[mpenal has entered into irrevecable,
non-discretionary arrangements with a
broker 1n order to reduce the issued share
capital of the Company.

INSURANCE AND INDEMNITIES
impenal maintais directors’ and officers’
liablity insurance which provides
appropriate cover for legal action brought
aganst its Directors and Officers The
Company has also granted indemnities to
each of 1ts Directors to the extent permitted
by law Qualfying thurd-party indemnity
arrar.gements for the benefit of Directors, in
a form and scope which comply with the
requirements of the UK Companies Act
2006, were in force throughout the year and
up to the date of this Annual Report.



INTEREST IN VOTING RIGHTS

As at 30 Septernber 2023, the Company
has been notified in accordance with
Chapter 5 of the Disclosure Guidance
and Transparency Rules (DGTRs) of the
following interests in our shares. The
Company has not been notified of any
changes to these 1nterests smnce the
year-end and up to 13 Novernber 2023,
being a date not more than one month
pnor to the date of the AGM Notice

of Meeting.

Number of ordinary shares  Percentage of 1ssued share

at the date of notification capitat at
Dhsclosure (millians)

the date of
notification

Spring Mountain Investments Lid 56

6.02*

BlackRock 53

5.62'

Capital Group Companies Inc 48

5.0¢

FIL Limited 47

498

1 Direct holding
2 Indirect ho'ding.

nformation provided to the Company under the DGTHs 1s puniicly availabie via the regulatory information sel
on aur webste at htps // www.imperlalbrandsple comyrteating-sharchelder-value/stock-sxchange-announc:

rvices, and
O ANLS,

RESULTS AND DIVIDENDS

We include a review of cur operationzal
and financial performance on pages 84
to 99,

The profit attributabie to equity holders
of the Company for the financial year
was £2.328 million, as shown 1m our
Consolidated Income Statement.

Note 3 to the financial statements
gives an analysis of revenue and
operating profit.

An analysis of net assets is provided
in the Consclidated Balance Sheet
and the related notes to the
financial statements.

We pay quarterly dividends. The first
and second dividends for finaneial year
2023 were paid on 30 June 2023 and

30 September 2023 respectively.

The third dividend will be paid on

29 December 2023 and, subject to AGM
approval, the final dividend will be paid
on 28 March 2024 to our shareholders
on the Register of Members at the close
of business on 16 February 2024. The
associated ex-dividend date will be

15 February 2024

Following a review hy the Audit
Comrnittee at 1ts meeting 1n November
2023, which confirmed the accounts
showed distributable reserves sufficient
to support the expected third internim
and final dividends and the interim
dividends in financial year 2024, the
Directors have declared and propose
dividends as follows.

2023
Ordinary shares £ million

2022
£ million

Intenim paid — June 2023
21.59p per share 196

202

Interim paid — September 2023
21 59p per share 195

202

Declared interim — December 2023
51.82p per share 466

464

Proposed final — March 2024
51.82p pet share 465

457

Total crdinary dividends
146.82p per share
(2022:141.17p) 1,322

1,325
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GOVERNANCE DIRECTORS’ REPORT continued

PENSION FUND

The Group Pensions Commiittee
provides glohal oversight on both risk
and reward elements of the Group's
pension arrangerments

The Comnmittee’s chjeciives include
tackling the risks inherent in the
Group's defined benefit pension
schemes as well as reward matiers.

Thie Group has three main pension
arranigements, the largest being the
Imperial Tobacco Pension Fund, which
1s not controlled by the Board but by

a trustee company. Its board consists of
five Directors nominated by the
Company, one Director nominated by
employee members and two Directors
nominated by current and deferred
pensicners This trustee company

is responsible for the assets of

the pension fund, which are held
separately from those of the Group
and are managed by independent

fund managers. The pension

fund assets can only be used 1in
accordance with the fund's tules

and for no other purpose,

ARTICLES

The Company's Articles of Association
do not contain any entrenchment
provisions and, therefore, may be
altered or added to, or completely

new Articles may be adopted, by special
resolution, subject to the provisions

of the Companies Act 2006,

SIGNIFICANT AGREEMENTS

The agreements summarised below are
those which we consider (o be
significant to the Group as a whole and
which contain provisions that take
effect, ar give the other party or parties
a spectfic right to alter or terminate
them 1f we are subject to a change of
control following a takeover bid

The Group has four credit facility
agreements that provide that, unless
the lenders {as defined within each
agreement) otherwise agree, if any
person or group of assoclated persons
and/or any connested persons acquires
the right to exercise more than 50% of
the votes exercisable at a general
meeting of the Company, the respective
borrowers (as defined within each
agreement) must repay any
outstanding utilisation owed by them
under the facllity agreement and the
total commitments under that facility
agreement will be cancelled

The four credit agreements are

- acredit facilities agreement dated
March 2020 under which certain
banks and/or financial institutions

make avallable to Imperial Brands
Finance PLC and Imperial Tobacco
Germany Finance GrnbH (now
Reemtsma Cigarettenfabriken GmbH}
committed credit facilities of

€3,493 mullion for a penod of up to
three years with bl-annual six-month
auto-extensions;

+ acredit facility agreement dated
September 2023 under which a
certain bank makes available to
Imperial Brands Finance PLC
committed credit facilities of
£250 mullion until September 2024;

+ acredd facility agreement dated
Septermnber 2023 under which a certain
bank makes available to Imperial
Brands Finance PLC commutted sredit
facilities of £200 mitllion until
September 2024; and

« acredit facility agreement dated
Septernber 2023 under which a
certaln bank makes available to
Impenial Brands Finance PLC
committed cred:t facilities of
£100 million until September 2024

In addition, three deeds of counter-
indemnity each dated April 2023 made
on substantially the same terms under
which certain insurance companies
{the Sureties) have made available to
the Company, Imperial Brands Flnance
PLC and Impenal Tobacco Limited a
surety bond, in each case issued on a
standalone basis but 1n aggregate
forming an amount of £120 miliion,
until December 2028.

If any person or group of associated
persens (as defined within each
agreermnent) acquires the right to
exercise more than 50% of the votes
exercisable at a general meeting of the
Company, the Sureties may demand
that Imperial Tobacco Limited, amiongst
other things, pay a sum to a cash
collateral account equal to but not
exceeding the aggregate amount
outstanding under each guarantee

Impernal Brands Finance PLC and
Impenal Brands Finance Netherlands
B V. have issued bonds under Euro
Medum Term Motes (EMTN) Debt
Issuance Programmes. The Company
acts as guarantor

The final terms of these series of notes
contan change of control provisions
under which the holder of each note
wall, subject to any earlier exercise by
the Issuer, have the option to require
the Issuer to redeem cr, at the [ssuer’s
option, purchase thatnote at its
nominal value if (a) any person, or
persens acting in concert or on behalf
of any such person(s), becomes
interested 1n. (1} more than 50% of the
issued or allotted ordinary share capital
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of the Company; or (11} such number of
shares in the capital of the Company
carrying more than 50% of the voting
rights norrnally exercisable at a general
meeting of the Company, and (b) as a
result of the change of control, there is
either. {i) a reduction to a non-
Investment grade rating or withdrawal
of the investment grade rating of the
notes which 1s not raised again,
reinstated tc or replaced by an
investment grade rating during the
change of control period specified in
the final terms; or (1f) to the extent that
the notes are not rated at the time of
the change of control, the Issuer fails to
obtaln an investment grade credit
rating of the notes within the change of
control period as a result of the change
of control

The bonds imperiat Brands Finance
PLC issued in such manner are
as follows.

+ 15 Septemher 2008 £600 myllicn
8.125% guaranteed notes due 2024;

= 26 September 2011 £500 rullion 5.5%
guaranteed notes due 2026;

+ 28 February 2014 €650 million 3.375%

guaranieed notes due 2026,

28 February 2014 £500 mullion 4.875%

guaranteed notes due 2032,

= 27 January 2017 €500 million 1.375%
guaranteed notes due 2025; and

+ 12 February 2019 €750 millhon 2.125%
guaranteed notes due 2027,

The bonds Impenal Brands Finance
Netherlands B.V issued 1n such
manner are as follows

+ 18 March 2021 €1,000 million 1.750%
guaranteed notes due 2033;

+ 15 February 2023 €600 mullion 5.250%
guaranteed notes due 2031; and

+ 12 September 2023 €350 million
5.250% guaranteed notes due 2031,

Imperial Brands Finance PLC has also
1ssued bonds n the USA under the
provisicns of Section 144 and
Regulation S respectively of the US
Securities Act (1933). The Company acts
as guarantor.

The final terms of this series of notes
contain change of control provisions
under which the holder of each note
will, subject to any earlier exercise by
the Issuer, have the option to require
the Issuet 1o redeem o1, 21 the Issuer's
option, purchase that note at 101% of 1ts
nominal value if. (a) (1) any person {as
such term1s used in the US Securities
Exchange Act of 1934 (the Exchange
Act}) becomes the beneficial owner

of more than 50% of the Company's
voling stock; or {11) there is a transfer
(other than by merger, consclidation,
amalgamation or other combination)



of all or substantially all of the
Company'’s assets and those of 1ts
subsidianies to any person {as such
terrn is used in the Exchange Act), or
{1ii) a majority of the members of the
Company's Board of Direciors is not
continuing in such capacity, and (b} as
a result of the change of control, there
15 a reducticn to a non-investment
grade rating or withdrawal of the
investment grade rating of the notes
which is not ratsed again, reinstated to
or replaced by an investment grade
rating during the change of control
period specified 1n the final terms.

The bondsssued in such manner are
as follows.

« 21 July 2015 $1,500 mulhion 4.25%
quaranteed notes due 2025;

« 26 July 2019 $1,000 million 3.125%
guaranteed notes due 2024,

+ 26 July 2015 $750 million 3 5%
guaranteed notes due 2026;

+ 26 July 2019 51,000 million 3.875%
guaranteed notes due 2029; and

« 27 July 2022 $1,000 mullion 6125%
guaranteed notes due 2027

WAIVER OF DIVIDENDS

In respect of LR 9.8.4R (12) and (13) the
trustee of the Imperial Tobaceo Group
PLC Employee and Executive Benefit
Trust and the Imperial Tebaceo Group
PLC 2001 Employee Benefit Trust
agrees to walve dividends payable

on the Group's shares 1t holds

for satisfying awards under various
Imperial Brands PLC share plans

[n accordance with Section 725 of the
Act no dividends can be paiq to the
Company in respect of the shares it
holdsin treasury.

2023 ANNUAL GENERAL
MEETING VOTE

At the Annual General Meeting in 2023,
the Company recelved strong support
for all its resclutions.

POST-YEAR-END EVENTS

Share Buybacks

As noted above, on 5 October 2023 the
Company announced a further share
buyback programme of up ta £1.1 lillion
of shares in the period from 6 October
2023 to the end of September 2024.

2024 ANNUAL GENERAL MEETING
This year's AGM will be held at the
Bristol Marnott Royal Hotel on

31 January 2024 at 9.30am.

Detauls of the resolutions to ke put to
the meeting can be found 1n the Notice
of Annuat General Meeting sent to
shareholders and made available on the
Cempany's website

LISTING RULE 9.8.4

For the purposes of LR 9.8.4R, the information requiled to be disclosed by LR 9.8.4R
can be found on the pages set out below:

Section Infermation Page

(1) Interest capitalised n/a

(2) Publication of unaudited financial infermation n/a

(4) Detatls of lonig-term incentive schemes 146, 148, to
150, 153 154,
156,157, 159
and 226 to 229

{(5) Wwaiver of emoluments by a Director n/a

(6) Walver of future emoluments by a Director n/a

(7 Non pre-emptive 1ssues of equity for cash n/a

) Non pre-emptive issue by major subsidiary undertakmés n/a

(_9) Listed subsidiary n/a

(1% Contracts of significance 166

(m Provision of services by a controlling shareholder n/a

(12) Shareholder waivers of dividends See above

(13) Shareholder waivers of future dividends See above

(14} Agreements with controlling shareholders n/a

OTHER INFORMATION

In accordance with the Companies Act 2006, the following items have heen included
in other sections of this Annual Report:

+ afair review of the business, as required by the Companies Act 20086, is included in
the Strategic Report,

+ the information in our Governance Report, including information on our Directors,
15 inchided 1n this Directors’ Report by reference;

+ future developments in the business are included in the investment case
commencing on page g,

- nformation relating to our people, including colleague engagement, is included in
the Stakeholder Engagement section on page 33, our People and Planet agenda on
page 39, Safe and Inclusive workplace on pages 64 to 66 and on pages 123 and 125
In our Governance Report,

« our principal risks are detailed on pages 102 to 109,

+ nformation relating to our sustainability approach that supports our
environmental, social and governance agenda 1s included on pages 38 to 69;

+ responsibilities to a broader stakeholder group, including consumers and
customers, are included on pages 32 to 36, and 126 to 128,

+ information on our greenhouse gas emissions 1s included on page 50, and

+ the Directors of the Company are listed cn pages 116 to 119,

Cur report under the Streamlined Energy and Carbon Reporting requirements can he
found on page 5L

The Strategic Report and this Directors’ Report were approved and signed by order of
the Board

Emily Carey
Company Secretary
13 November 2023

Imperial Brands PLC
Incorporated and domiciled 1n England and Wales No: 3236483
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GOVERNANCE DIRECTORS’ REPORT continued

STATEMENT OF
DIRECTORS’
RESPONSIBILITIES

The Directors are responsible for
preparning the Annual Report and Group
and Parent Company financial
staterments In accerdance with
apphicable law and regulations,

Company law requires the Directors to
prepare financial statements for each
financial year. Under that law, the
Directors are required to prepare the
Group financial statemerits in
accordance with UK-adopted
International Accounting Standards.
In add:tion, the Directors have elected
to prepare the Parent Company
financial statements in accordance
with United Kingdomn Generally
Accepted Accounting Practice

{United Kingdormn Accounting Standards
and applicable law), including FRS 101
"‘Reduced Disclosure Framework”
Under company law the Directors must
not approve the finarcial statements
unless they are satisfied that they
give a true and fair view of the state

of affairs of the Group and Parent
Company and of the profit or loss

of the Group and Parent Company for
that perod.

In prepanng the Group financial
statements, International Accounting
Standard ! requires that Directors:

« properly select and consistently
apply suitable accounting policies,

+ present information, including
accounting policies, in @ ranner that
provides relevant, reliable, comparable
and understandable information;

» provide additional disclosures when
compliance with the specific
requirements in 1IFRS are insufficient
to enable users to understand the
impact of particular transactions,
cther events and conditons on the
entity's financial position and
financial performance;

+ state whether the Group financial
staternents have been prepared in
accordance with UK-adopted
International Accounting Standards,
subject to any matenal departures
disclosed and explained in the
financial statements, and

« prepare the Group financial
staterments on the going concern
basls unless 1t is inapprepriate 1o
presume that the Group will continue
in business.

In preparing the Parent Company
financial statements, the Directors are
required to

+ select suitable accounting policies
and then apply them consistently;

+ make judgements and accounting
estimates that are reasonzble
and prudent,
state whether applicable United
Kingdom Accounting Standaids have
been followed, subject to any materiai
departures disclosed and explained
in the financial statements; and

* prepare the financial statements
on the going concern basis unless
it1s mappropriate to presume that
the Parent Company will continue
in husiness.

The Directors are responsible for
keeping adequate accounting records
that are sufficient to show and explain
the Group and Parent Comnpany's
transactions and disclose with
reasonable accuracy at any time the
financial position of the Group and
Parent Company on a consolidated and
individual basis, and to enabie them to
ensure that the Group financial
statements comply with the Companies
Act 2006. They are also responsible for
safequarding the assets of the Parent
Company and its subsidanes and
hence for taking reasonable steps for
the prevention and detection of fraud
and other irregularities.

Under applicable law and regulations,
the Directors are also responsihle for
preparing a Strategic Report, Directors’
Report, Rernuneration Report and
Corperate Governance Statement that
comply with the law and

those regulations.

The Directors sre responsible for the
maintenance and 1ntegrity of the
Parent Company’s website, Legislation
in the United Kingdom governing the
preparation and dissemination of
financial statements may differ from
legislation 1n other jrisdictions

168 Imperial Brands | Annual Report and Accounts 2023

Each of the Directors in office as at the
date of this report, whose narnes and
functions are listed on pages 116 to 119,
confirms that, to the best of

their knowledge:

+ the Group and Parent Comnpany
financial statements, which have
been prepared 1n accordance with
UK-adopted International Accounting
Standards and UK GAAP FRS 101
respectively, give a true and fair view
of the assets, liabilitieg, financial
position and profit of the Group and
Parent Company on a consolidated
and individual basis; and

+ the Strategic Report and the
Directors’ Report contained 1in the
Annual Report and Accounts inciude
a fair review of the development and
performance of the business and
position of the Group and Parent
Company, together with a description
of the principal risks and
uncertainties that they face.

The Cirectors consider that the Annual
Report and Accounts, taken as a whole,
are fair, balanced and understandable
and provide the information necessary
for shareholders to assess the Group
and the Parent Company’s pesiticn
and performance, business model

and strategy.

The Directors’ responsibilities in
relation to the disclosure of information
to auditors 1s disclosed in the Audit
Committee report on page 141

This Statement of Directors’
Responsibilities was approved by the
Board and signed ¢n its behalf

The Strategic Report and the Directors’
Report were approved by the Board and
signed on its behalf.

By crder of the Board

By &
Emily Carey
Company Secretary

13 November 2023

Irnpenal Brands PLC

Incorporated and domiciled in England
and Wales

No. 3236483



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF IMPERIAL BRANDS PLC

Opinion
In our opinicn’

- Impenal Brands PLC's ("Imperial Brands" consolidated financial statements and parent company financial statements {the "financial
statements”} give a true and fair view of the state of the group's and of the parent company’s affairs as at 30 September 2023 and of the
group's profit for the year then ended,

- the consolidated financial statements have bheen properly prepared in accordance with UK adopted international accounting standards,

+ the parent company financial statements have been properly prepared in accordance with United Kingdem Generally Accepted
Accounting Practice and in accordance with section 408 of the Companies Act 2006; and

+ the financial statements have been prepared in accordance with the requirements of the Companies Act 2006

We have audited the financial statements of Imperial Brands PLC (the ‘parent company’) and its subsidiaries (the 'group’) for the year ended
30 Septernber 2023 which comprise

Group Parent company

Consclidated balance sheet at 30 Septemnber 2023 Balance sheet at 30 September 2023

Consclidated incomne statement for the year then ended _____ Statement of changes in equity for the year then ended
Consolidated statement of cordprehenswe mcome for theﬁyear then ended Related notes | to [X to the financial statements including

a surnmary of significant accounting policies

Consolidated statement of changes in equity for the year then ended
Consolidated cash flow statement for the year then ended

Related notes 1 to 34 to the financial statements, including a sumrnary of
significant accounting policies and the supplementary information on
pages 235t0 245

The financial reperting framework that has been applied in the preparation of the group financial statermnents is applicable law and UK
adopted international accounting standards, The financial reporting framewoerk that has been applied in the preparation of the parent
company financial statements is applicable law and United Kingdom Accounting Standards, including FRS 101 “Reduced Disclosure
Framework” (United Kingdom Generally Accepted Accounting Practice)

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK] {ISAs (UK)) and applicable law Our responsibilities
under those standards are further described in the Auditor's regponsibilities for the audit of the financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

we are independent of the group and parent in accordance with the ethical requirements that are relevant to our audit of the financial
staternents in the UK, including the FRC's Ethical Standard as applied to listed public interest entities, and we have fulfilied our other ethical
responsibilities in accordance with these requiremnents.

The non-audit services prohibited by the FRC's Ethical Standard were not provided to the group or the parent company and we remain
independent of the group and the parent company in conducting the audit.

Conclusions relating to going concern

In auditing the financial staternents, we have concluded that the directors’ use of the going concern basis of accounting in the preparation
of the financial statements is appropriate. Our evaluation of the directors’ assessment of the group and parent company's ability to continue
to adopt the going concem basis of accounting included.

+ confirming our understanding of the directors’ going concern assessment process, including the controls over the review and approval of

the business plan and cash flow forecasts covering the period through to 30 November 2024,

assessing the appropriateness of the duration of the going concern assessment period to 30 November 2024 and considering the

existence of any significant events or conditions beyond this period based on our procedures on the group's business plan, cash flow

forecasts and from knowledge anising from other areas of the audit,

- verifying Inputs against the board-approved business plan, cash flow forecasts and debt facility tenms, and reconciling the opening

liquidity pesition to the year end position as at 30 September 2023,

reviewing borrowing facilities to confirm both their availability to the group and the forecast debt repayments through the going concem

assessment period and to validate that there are only two ftnancial covenants in relation to the revolving credit facility;

+ evaluating management's historical forecasting accuracy and the consistency of the going concern assessment with information
obtained from other areas of the audit, such as our audit procedures on the business plan and cash flow forecasts which underpin
management's goodwill impairment assessments;

« testing the assessment, including forecast liquidity under base and downside scenarios, for clerical accuracy,

- agsessing whether assumptions made, including those relating to current economic challenges, were reascnable and in the case of
downside scenarios, appropriately severe, in light of the group's relevant principal nisks and uncertainties and our own independent
assessment of those risks;

+ agsessing management'’s considerations related to material climate change impacts in the going concem perlod;
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INDEPENDENT AUDITQR’'S REPORT TO THE MEMBERS OF IMPERIAL BRANDS PLC continued

evaluating the amount and tirmung of identified mitigating actions available to respond to a severe but plausible downside scenario, and
whether those actions are feasible and within the group's control;

+ performing independent stress testing on rmanagement'’s assumptions inciuding applying incremental adverse cash flow sensitivities
Our sensitivities included the impact of certain severe but plausible scenarios 1dentified in other areas of our audit, including litigation
and tax, materialising within the going concern pericd; and,

+ performing reverse stress testing on management’s base case scenarlo to understand how severe conditions would have to be to breach
liquidity or financial covenants and whether the reduction i1 EBITDA that result in breaches to hquidity or financial covenants hasne
more than a remote possibility of occurring,

+ assessing the appropriateness of the going concem disclesure on page 182

Our key observations

+ The directors’ assessment forecasts that the group will maintain sufficient liguidity throughout the going concern assessment period in
the base case scenario and will not breach banking covenants. Management considered a severe but plausible downside scenario
corresponding to a 15% permanent reduction in EBITDA, which would result in a minimum level of headroom of £0.5hn in April 2024
Under the reverse stress test scenario, which includes a permanent reduction in EBITDA of 38%, liquidity is ercded in April 2024. This
scenaric is not considered plausible. We have notidentified any climate-related risks that would materially impact the group's forecasts
to 30 November 2024,

Controllable mitigating actions available to management over the going concern assessment penod, including reductions to non-
declared dividend payments and uncoruritted share buyhacks, are sufficlent to ensure liquidity in both management's plausible
downside scenaric and the audit team'’s additional downside sensitivities

.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually
or collectively, may cast significant doubt on the group and parent company’s ability to continue as a going concern for the period to
30 November 2024,

In relation to the group and parent company's reperting on how they have applied the UK Corporate Governance Code, we have nothing
rmaterial 10 add or draw attention 1o in relation to the directors’ statement in the financial statements about whether the directors
considered 1t appropriate to adopt the going concern basis of accounting

Cur responsibilities and the responeibilities of the directors with respect 4o going concem are described in the relevant sections of this
report. However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the group's ability to
continue as a going concerr.

Overview of our audit approach

Audit scope -+ We performed an audit of the cornplete financial information of 5 components and audit procedures on specific
balances for a further 13 components
* The components where we performed full or specific audit procedures accounted for 84% of Profit before tax on
an absolute basis, 81% of Revenue and 93% of Total assets

Key audit matters + Bevenue recognrition, including management override of controls
* Managerment overnde of controls or errors related to KPls impacting executive remuneration
+ Uncertzin tax positions

Litigation

Materiality + Overall greup materiality of £156m which represents 5% of profit before tax '

An overview of the scope of the parent company and group audits

Tailoring the scope

Our assessment of audit risk, our evaluation of materiality and our allocation of performance materiality determine our audit scope for each

company within the group. Taken together, this enables us to form an opinion on the consolidated financial statements. We take into

account the level of revenue, assets and profit before tax, risk profile (including country risk, management's assessment of control ‘
effectiveness. internal audit findings and the extent of changes in the business environment} and other known factors when agsessing the

level of work to be performed at each compenent

In assessing the nisk of material misstatemnent to the group financial statements, and to ensure we had adequate quantitative coverage of
significant accounts in the financial statements, of the 394 reporting components of the group, we selected 18 (2022. 19) components
cavering entities within Australia, the Dominican Republic, Germany, Morocce, Poland, Spain, the UK and the USA., which represent the
prncipal business units within the group

Of the 18 components selected, we performed an audit of the cornplete financial information of 5 components {"full scope components”)
which were selected based on their size or risk characteristics For the remaining 12 components ("specific scope components”), we
performed audit procedures on specific accounts within that component that we considered had the potential for the greatest impact on
the sigruficant accounts in the group financial statements either because of the s1ze of these accounts or their nsk profile

170 Imperial Brands | Annual Report and Accounts 2023



The audit scope of specific scope components may not have included testing of all signuficant accounts of the component but will have
contributed to the coverage of significant accounts tested for the group. We increased cur coverage of the total group cash balance as at

30 Septemiber 2023 by performing specified procedures over cash balances by obtaining bank confirmation letters for 22 additional
business units in order to reduce the unaudited cash balance below our performance materiality Of the remaining cormponents that
together represent 16% of the group's Profit before tax on an absclute basis, none are individually greater than 2% of the group’s Profit befare
tax For these components, we performed other procedures, including analytical review, testing of consolidation journals, intercomnpany
eliminations and foreign currency translation recalculations to respend to any potential risks of material misstatement to the group
financial statements.

The table below illustrates the coverage obtained from the work performed by our audit teams.

2023 2022

o of group % of greup

PBT (on PBT (on
absolute % of group %o of group absalute % of group % of group
Reporting components Number basis)’ Revenue Assets Number hasis)! Revenue Assets
Full scope S 70% 63% 79% 5 7% B0% 70%
Specific scope 13 4% 18% 13% % 18% 23% 199
Specified procedures 22 0% 0% 1% 8 0% 0% T

Full, specific, and specified

procedures coverage 40 84% 81% 930 37 ¥ 83% 90%
Remalning componerts 354 16% 19% 7% 357 2 7% 10
Total reporting components 394 100% 100% 100% 394 100% 100% 100%

1 Caverage of profit before tax rmeasured on an absolute bass for each component (components with a loss would pe added o oeth the numerater and denorminator).

Changes from the prior year

The approach to audit scoping is similar to the prior year audit Our scoping changes from the prior year arise due to a change in either the
risk assigned to the components or the contribution by the component As a result, certain components in France and Belgiumn have moved
from specific scope to review scope, considering within remaining compenents above, reflecting lowered audit risk and reduced
contribution 111 comparison to the prior year.

Invelvement with component teams

In establishing our overall appreach to the group audit, we determined the type of work that needed to be undertaken at each of the
components by us, as the primary audit engagement team, or by cornponent auditors from other EY global network firms operating under
our instruction. Of the 5 full scope components, audit procedures were performed on one of these directly by the primary audit team and
four by component audit tearns. For the 13 specific scope components, where the waork was performed by component auditors, we
determined the appropnate level of involvement to enable us to determine that sufficient audit evidence had been cobtained as a basis for
our opinion on the group as a whole

Imperial Brands has centralised processes and centrols in relation to certain accounts managed by its Finance Shared Services ('FSS")
centres in Manila and Krakow Members of the group engagement team provided direct oversight, review, and coordination of the EY FSS
audit teams The EY FSS audit teams performed cenitralised testing for certain accounts covered at the Imperial Brands' FSS locations,
including revenue and receivables and purchases and payables In establishing our overall approach to the group audit, we determined the
work that needed to be undertaken at each of the locations by the group engagement team or by auditors from local EY teams.

The group audit team continued to follow a programme of planned visits that has been designed to ensure that the Senior Statutory Auditor,
and other group Partners, visit all full scope and other key locations. During the current year's audit cycle, visits were undertaken by the
pritnary audit team to the component teams in Germany, Morocco, Spain and the USA. These visits involved discussing the audit approach
with the component tearmn and any issues arising from their work, meeting with local management, and reviewing relevant audit working
papers on risk areas. The primary team interacted regularly with the component teams, where appropriate, during various stages of the
audit, reviewed relevant working papers and were responsible for the scope and direction of the audit process At critical periods of the
audit, we increased the use of online collaboration tools to facilitate team meetings, information sharing and the evaluation, review and
oversight of component teams We requested more detailed deliverables from component teams, and we utllised fully the interactive
capability of EY Canvas, our global audit workflow tool, to review remotely the relevant underlying work performed For the UK
components, communication has been maintained throughout the audit with the Senior Statutery Auditor covering the same areas
described above applicable te all non-UK component teams. This, together with the additional procedures performed at group level, gave us
apprepnate evidence for our opinion on the group financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF IMPERIAL BRANDS PLC continued

Climate change
There has been 1ncreasing interest from stakeholders as to how climate change will impact lmperial Brands The group has determined
that the most significant future impacts from clirnate change on their operations will be from:

+ anncrease in material costs due 1o increases in operating costs of suppliers and raw matenals;
+ increased costs from emerging regulation such as carbon taxation,

+ changes in the 1obacco crop yield that may lead 1o agneutiural supply chain disraption, and,

+ other impacts that may cause supply chain disruption or affect production capacity, namely

« increased frequency and severity of extremne weather events
+ physical hazards such as Hooding

+ chronic drought risk; and

+ more severe hurricane risk.

These are explained on pages 70 to 81 in the required Task Force for Climate related Financial Disclosures, which form part of the “Other
information,” rather than the audited financial statements Our procedures on these unaudited disclosures therefore consisted solely of
considering whether they are materially inconsistent with the financial statements or our knowledge cbtained in: the course of the audit or
otherwise appear to be materially misstated, in line with our respongibilities on "Other information”

In planning and performing our audit we assessed the potential impacts of climate change on the group's husiness and any consequential
material mpact on its financial statements.

As explained in note 2, Accounting estimates and judgements, governmental and societal responses to climate change risks are still
developing, and are interdependent upon each other and consequently financial staternents cannot capiure all possible future cutcormes
as these are not yet known The degree of certainty of these changes may also mean that they cannot be taken into account when
deterrnining asset and liabllity valuations and the timing of future cash flows under the requirements of UK adopted international
accounting standards

Qur audit effort in considering the impact of climate change on the financial statements was focused on evaluating management's
assessment of the impact of physical and transttion climate risk, and ensuring that the effects of material climate risks disclosed on
page 75 have been appropriately reflected i asset values and associated disclosures where values are determined through modelling
future cash flows, being geodwill and intangible assets impairment assessment (note 11} and the recoverability of deferred tax assets
{note 22) We also challenged the Directors' censiderations of climate change in their assessment and disclosure of going concern {note 1}
and viability

whilst the group have stated their commitment to the aspirations of the Paris Agreement to achieve net zero emissions by 2040, the group
are currently unable 1o deterrmune the full future economic impact on their business maodel, operational plans and custorners 10 achieve this
and therefore as set gut above the potential impacts are not fully incerporated in these financial statements

Based on our work we have not identified the impact of climate change on the financial statements to be a key audit matter or toimpact a
key audit matter

Key audit matters

Key audit matters are those matiers that, in our prefessional judgment, were of most significance in our audit of the financial statements of
the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we 1dentified
These matters included those which had the greatest effect on. the overall audit strategy, the allocation of resgurces in the audit; and
directing the efforts of the engagement tearn. These matters were addressed in the context of our audit of the financial statements as a
whole, and 1n our cpinion thereor, and we do not provide & separate opiron on these matters

Risk Cur respanse £ the sisk
Revenue recognition, inchiding management We have reviewed Imperial's Code of Conduct, Speaking-up, and Fraud risk
override of controls {2023: £32,475m, 2022 management policies in order to evaluate the 'tone at the top’
£32 551m) . ‘ )

We gbtained an understanding of the revenue process and understood how Irpertal's
Tobacco revenue is an areaof focus for revenue recognition policies are applied. We also assessed the processes and key controls
stakeholders interested in the performance of over rebate accounting, by walking through the process from identification to recording

the company agalnst an industry backdrop of

declining global sales volumes We reviewed the group revenue recognition policies, as documented in the group

Accounting Manual, for compliance with [FRS 15 ‘Bevenue from contracts with customers’

Most of the group's sales arrangetrients require ) )
il jadgement to be exercised, with fevene We discussed and reviewed key contractual arrangements with management and

being recognised or: the delivery of goods obtained reievant docurnentation, including those in respect of rebate arrangements

However, there is a risk that management may
overnide controls to intentionally misstate
revenue transactions by recording fictitious
manual journals torevenue fe g by
Inapprophate rehate accounting)

As part of our overall revenue recognition testing, for Tobacco & NGP components with
revenue In scope, we used data analytics technigues This included testing the
occurrence of revenue by analysing the correlation of journal entries posted ta revenue
with joumnals posted 1o accounts receivables and then subsequently as cash receipis
We validated cash receipt postings by tracing to bank staternents on a sample basis
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Risk

Qur response to the risk

There is also a risk of error relating to the
accounting for non-routine transactions. Due to
the size of the revenue balance, even errors
representing a relatively small proportion could
lead to material misstatement of profit.

In addition, the impact of promotional activity
around period ends leading to trade loading can
have a material impact on performance in the
following period. This anticipated impact, if
material should be described in the front half of
the annual report to provide investors with a fair
and balanced understanding of the drivers of
business performance.

Refer to the audit committee report {page 139),
accounting policies (note 1); accounting
estimates and judgements (note 2); and
segmentat information (note 3) of the
consolidated financial statements

This provided us with a high level of assurance over £15.9 billion (71%) of Tobacco & NGP
revenue recognised by the group

For the Distribution component, we performed a combinaticn of tests of controls and
substantive tests of detail to obtain assurance over £9 0 billion {83%) of Distribution
revenue recognised by the group.

We performed detailed, disaggregated, analytical review to identify unusual trends and
Inventory positions at all full and specific scope locations. Our procedures focused on
varlances in receivable days and customers rebates/discounts at period ends, which
could represent inventory being ‘pushed’ into the channel

We reviewed external factors for indicaters of trade pull factors with a focus on full
scope and high-risk markets

We made inquiries outside of finance to identify instances of late or unusual requests
for shipments or extensions of credit terms.

On a sample basis, we obtained third party confirmations of trade terms from customers to
assess for indicators of trade loading, where relevant, such as unusual sales pattems,
rebates/discounts or increased receivable days at period-ends We performed appropriate
alternative procedures where confirmations were requested and not received, iIncluding
reviewing contracts and recalculating rebates, validating the inputs of management's
calculations, and tracing rebate provision amounts to post year end settlernents.

Our remaining procedures, applicable to all full and specific scope components
inciuded the following

+ Cut-off testing for a sample of revenue transactions near the period end to check that
they were recognised in the appropriate period;

+ Targeted manual journal entry testing in response to the risk of fraud, and,

« Review of disclosures against the requirements of [FRS 15

The audit procedures performed to address this risk were performed by component and
shared service centre teams and reviewed by the group team.

Key ohservations communicated to the Audit Committee
Based on the procedures performed, includimg those in respect of manual adjustments to revenue, we did not identify any evidence of
material misstaternent in the revenue recognised during the year.

Management override of controls or
errors related to KPIs impacting
executive remuneration

Manipulation of KPIs impacting rermuneration —
there is a rigsk that management could override
controls in order to manipulate KPIs which have
abearing on remuneration. [n the current year
we have identified the following items as areas
of focus

» Manipulation of reported margins to
overstate operating profits,

+ Incorrect ciasstification of 1tems as adjusting
costs in order to manipulate the
adjusted operating profit metric;

+ Errors relating to working capital metrics,
particularly focused on inappropriate cash
cut-off to manipulate working capital and
therefore the adjusted operating cash
conversion metric,

* Incorrect reporting of ESG metrics on whuch
aspects of executive remuneration are based

In respect of our focus on reported marging, we have

Inquired of divisional finance leadership to identify any unusual and/or new
arrangements/projects entered into during the current financial year that would be
expected to have an impact upon operating profit margins.

Used data analytical techniques to identify and investigate unusual trends in
margins in order todentify any unusual movements throughout the year and in
comparison to prier year.

In respect of our focus on the classification of adjusting iterns, we have.

+ Challenged the timing of recognition of one-off costs and whether the classification
of any costs as adjusting is in line with group policy and disclosed appropriately.

+ Evaluated the classificaticn of cne-off adjustments for indicators of management
bias, in particular whether both income and expense items are treated consistently.

In respect of our focus on working capital metrics, we have'

+ Performed cut-off testing at year end on working capital balances to alower testing
threshold. Namely, on trade receivables, inventory and trade payables to ensure that
working capital metrics are not recorded pre year end and then reversed post year
end to manipulate the adjusted operating cash conversion metric

« Performed detailed, disaggregated analytical review to identify unusual trends and
positions in key significant accounts such as cash, trade receivables, trade payables
and inventory to identify potential manipulation of these balances that would
influence working capital balances
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Risk

Our response to the risk

Refer to the audit cornmittee report (page 137),
accounting policies (note 1), accounting
estimates and judgements {note 2) of the
consclidated financial staterments, and the
supplementary information

»+ Made inquires outside of finance, for example with Sales, to identify any unusual and
new arrangements entered into during the last quarter of Impenal’s financiat year to
assess if these are being maniputated to flatter working capital.

In respect of our focus on ESG metrics linked to executive remuneration, we have

+ Conducted in-person and remote site visits to understand local level ESG
performance and data collection processes,

+ Obtained an understanding of the process for collecting, collating and reporting the
ESG metrics during the reporting period,

+ Performed analytical review procedures to understand the appropriateness of
the data.

* Performed testing, on a sarnple basis, against underlying source infaormation to check
the accuracy and completeness of the data and the appropriate application of the
ESG critenla.

We reviewed the annual report disclosures, including Imperial's management rationale
for treating as adjusting, whether equal prominence had been given with statutory
measures and the transparency of the reconciliation of statutory measures to APM's.

Key observations communicated to the Audit Committee
We did not identfy any unusual trends in reported margin that would indicate manipulation.

We consider that iterns identified as being adjusted are appropriate and in line with the revised group accounting pelicy

Following our procedures performed over working capital metrics, we consider these balances are materially correct

We did not identify any issues with regards the completeness, accuracy or appropriateness of data used in the application of ESG criteria

related to executive remungration

Uncertain tax positions (Provision for uncertain

tax positions — 2023; £189m, 2022 £148m)

The global nature of the group's operations
results in complexities in the payment of, and
accounting for, tax

Management applies judgement in assessing
tax exposures in each jurisdiction, many of
which require interpretation of local tax laws

Given this judgement, there is a risk that tax
provisions are misstated

Refer to the audit committee report (page 138);
accounting policies (note 1), acceuniing
estimates and judgements (note 2), and tax
disclosure (note 7) of the consolidated
financial statements

We challenged management's jJudgements using tax specialists, both domestic and
averseas, to provide technical support regarding developments in the period and to
consider whether the amounts provided reflected an appropriate best estimate of the
expected economic cutflow

The group audtt team, including tax specialists, evaluated the tax consequences of the
transactions undertaken in the period We confirmed that the tax figures appropriately
reflect the transactions and there are no additional material risks for which an
uncertain tax positior: (UTP} should be recorded

We challenged whether the tax exposures identified were complete Our work included
inquiring with management regarding the current status of discussions with tax
authorities, the impact of legislative developments and the review of transfer

pricing policies

We assessed whether the group's disclosures, detailing the year end status of material
open tax inquiries, adequately disclose relevant facts and circumstances and potential
liabilities of the group

The audit procedures were designed and led by the group audit tearn, with support from
compoenent teams whose work was reviewed by the group audit team

Key observations communicated to the Audit Committee
Based on our assessment of tax 115ks and the latest status of tax audits, we conclude that the group's approach to judgements for uncertain
tax positions is balanced and that the amounts provided are reasonable We consider the group's tax disclosures are also appropriate

Litigation
There are a number of ongoing legal cases

different jurisdictions relating to competition,
product liability, intellectual property and

comrnercial litigation. Significant Judgements are

involved in determining the likelihood of a
probable cutflow occurring from legal cases,
together with the estimate of the likely financial
cost The group's assessment includes evaluating

We evaluated the processes and controls over litigation operated by management at
group, by walking through the process from identification of potential litigation to the
evaluation of probability of outcome and the quantification and recording of a provision
ar disclosure of a contingent liability

We nspected Impenal's htigation log and communications to the Executive Leadership
Tearn and met with group Finance and group General Legal Counsel to discuss the
developments in sigmificant cases
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Risk Qur response to the risk

the relevaritlaw, historical and pending count
rulings with the support of legal counsel.

We requested, recerved and read letters received directly from management's
external legal counsel that evaluated the current status of legal proceedings and

independently quantified the estimate of any economic outflow arising from

Given the judgements and the significance of
the amounts invelved, there is a risk that legal
provisions are misstated or that contingent
liabilities are Inadequately disclosed

settlement of the litigaticn

we evaluated whether any of the fines levied, ongoing litigation cases, whistleblower
reports or reported frauds (i1 the year gave rise to evidence that there hiad been

Instances of non-compliance with the relevant laws and regulations.

Specifically, our audit risk relates to legal cases
for which the financial cost to the business
could be material if the potential exposures
were to be realised, and any cases which could
indicate non-compliance with the legal and
regulatory frameworks with which the group is
required to comply.

Refer to the audit committee report (page 138),
accounting policies (note 1), accounting
estimates and judgements {(note 2, and
contingent liabilities {niote 29) of the
consolidated financial staternents

We assessed whether the group's disclosures detailing contingent liabilities and
financial commitments adequately disclose relevant facts and circumstances and
potential liabilities of the group

The audit procedures were designed and led by the group audit team, with support from
component teams whose work was reviewed by the group audit team.

Key observations communicated to the Audit Committee

Having met with intemal Legal Counsel and received responses from extemal lawyers, we consider that where an economic outflow is
probable managernent have apprepriately recorded a provision For those cases which we consider meet the criteria of a contingent liability
we concluded that sufficient disclosure exists in the annual report to allow users to understand the range of exposures facing the company,

where that is possible.

In the prior year, our auditer's report included a key audit matter in
relation to the measurement and classification of adjusting items
This year, the key audit matter has been expanded to focus on
management override of controls or errors related ta KPIs
impacting executive remuneraticn We remain focussed on the
mmanipulation of adjusted measures, working capital balances that
impact the adjusted operating cash conversion metric, and the
appropriateness of the classification of items as adjusting. In the
current year we added focus on reported margins and specific ESG
metrics which are alsc linked to executive remuneration.

Both in the current year and prior year, cur auditor's report
includes key audit matters in relation to revenue recogrition
including management override, uncertain tax positions and
litigation The risk associated with these matters remained
congistent with the prior year.

Our application of materiality

We apply the concept of materiality in planning and performing
the audit, in evaluating the effect of identified misstatements on
the audit and in forming our audit cpinien.

Materiality

The magnitude of an omission or misstatemnent that, individually
or in the aggregate, could reasonably be expected to influence the
economic decisions of the users of the financial statements.
Materiality provides a basis for determining the nature and extent
of our audit procedures

We determined materiality for the group to be £156 million (2022
£126 million), which is 5% of Profit before tax (2022 5% of Profit
before tax) We believe that Profit before tax provides the most
relevant performance measure to the stakeholders of the group.

We determined materiality tor the parent company to be £2£1U
million (2022 £309 million), which 15 2% (2022: 2%) of net assets. In
perferming our procedures, materiality was capped at the group
allocated materiality of £35 million (2022 £30 million)

Performance materiality

The application of materiality at the individual account or balance
level. It is set at an amount 1o reduce to an appropriately low level
the probability that the aggregate of uncorrected and undetected
misstatements exceeds materiality.

On the basis of cur risk assessments, together with our
assessment of the group’s overall control environment, our
judgement was that performance materiality was 75% (2022 75%)
of our planming materiality, namely £117 million (2022: £95 million).

Audit work at component locations for the purpose of obtaining
audit coverage over significant financial statement accounts is
undertaken based on a percentage of total performance
materiality. The performance materiality set for each component
15 based on the relative scale and risk of the cormponent to the
group as a whole and our assessment of the risk of misstatement
at that component. In the current year, the range of performance
materiality allocated to components was £23 million to £35 million
(2022. £19 million to £30 million).

Reporting thresheld
An amount below which identified misstatements are considerad
as being clearly trivial

We agreed with the Audit Committee that we would report to them
all uncorrected audit differences in excess of £8 million {2022

£6 million}, which is set at 5% of planning materiality, as well as
differences below that threshold that, in our view, warranted
reporting on qualitative grounds
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We evaluate any uncorrected misstatements against both the
quantitative measures of materiality discussed above and 1n light
of other relevant qualitative considerations in forming our opinion.

Other information

The other information comprises the information included in the
annual report set out on pages 110 168 other than the financial
statemnents and our auditor's report thereon The directors are
responsible for the other information contained within the
annual report

Our opinion on the financial statements does not cover the other
information and, except to the extent atherwise explicitly stated
in this report, we do not express any form of assurance
conclusion thereon

Our responsibility is to read the other information and, in doing so,
consider whether the other information i1s materially inconsistent
with the financial staternents or our knowledge obtained in the
course of the audit, or otherwise appears to be materially
migstated. If we identify such material inconsistencies or apparent
material misstatements, we are required to determine whether
thig gives rise to a material misstatement in the financial
statements themselves If, based on the work we have performed,
we conclude that there 1s a material misstatement of the other
information, we are required to report that fact

We have nothing to report in this regard

Opinions on other matters prescribed by the

Companies Act 2006

In our opinion, the part of the directors’ rernuneration report to be
audited has been properly prepared in accordance with the
Companies Act 2006

In cur 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

+ the strategic report and the directors' report have heen prepared
in accordance with applicable legal requirements

Matters on which we are required to report by exception

In the hight of the knowledge and understanding of the group and
the parent company and its environment obtained in the course of
the audit, we have not identified material misstatements in the
strategic report or the directors’ report

We have nothing to report in respect of the following matters in
relation to which the Companies Act 2006 requires us o report to
you If, in our opinion.

- adequate accounting recerds have not been kept by the parent
company, ot returns adegquate for our audit have notheen
received from branches not visited by us; or

+ the parert company financial statements and the part of the
Directors' Remuneration Report to be audited are not in
agreement with the accounting records and retums, or

+ certain disclosures of directors' remuneration specified by law
are not made, or

+ we have not received all the information and explanations we
require for our audit
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Corporate Governance Statement

We have reviewed the directors’ statement in relation to going
concern, longer-term viability and that part of the Cerporate
Govermance Statement relating to the group and company's
compliance with the provisions of the UK Corporate Governance
Code specified for our review by the Listing Rules.

Based on the work undertaken as part of our audit, we have
concluded that each of the following elements of the Corporate
Govermance Statement is materially consistent with the financial
staternents or our knowledge obtained during the audit

+ Directors' statement with regards to the appropriateness of
adopting the going concem basis of accounting and any
material uncertainties identified set out on page 128;

+ Directors’ explanation as to its assessment of the company’s
prospects, the period this assessment covers and why the period
is appropriate get out on page 110 to 111,

+ Director's statement on whether it has a reasonable expectation
that the group will be able to continue in operation and meets its
liabilities set out on page 111,

+ Directors statement on fair, balanced and understandable set
out on page 128;

* Board’s confirmation that it has carried out a robust assessment
of the emerging and principal risks set out on page 128,

« The section of the annual report that describes the review of
effectiveness of risk management and intemal control systems
set out on page 100 to 101, and,

+ The section describing the work of the audit comnmittee set out
onpage 13510136

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement
set out on page 168, the directors are responsible for the
preparation of the financial statements and for being satisfied that
they give a true and fair view, and for such intemal control as the
directors determine i necessary (o enable the preparation of
financial statements that are free from material misstatement,
whether due to fraud or error

In preparing the financial statements, the directors are responsible
for assessing the group and parent company's ability to continue
as a going concern, disclosing, as applicable, matters related to
going concerm and using the going concern basis of accounting
unless the directors either intend to liquidate the group ot the
parent company or to cease operations, or have no realistic
alternative but to do so

Auditor’s responsibilities for the audit of the

financial statements

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstaterment, whether due to fraud or error, and to issue an
auditor's repert that includes our opinion Reascnable assurance 13
a high level of agsurance, but 13 not a guarantee that an audit
conducted in accordance with 1SAs (UK) will always detect a
material misstatement when 1t exists Misstalements can arise
from fraud or error and are considered material if, individually or
1n the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
financial staternents



Explanation as to what extent the audit was considered
capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of nen-compiiance
with laws and reguiations We design procedures in line with our
responsibilities, outlined above, to detect irregularities, including
fraud The risk of not detecting a material misstaternent due to
fraud is higher than the risk of not detecting one resulting from
errar, as fraud may involve deliberate concealment by, for
example, forgery or intentional misrepresentations, or through
collusion. The extent to which our procedures are capable of
detecting irregularities, including fraud is detailed below.

However, the primary responsibility for the prevention and
detection of fraud rests with both those charged with governance
of the company and management.

+ We gbtained an understanding of the legal and regulatory
frameworks that are applicable to the group and determined
that the most significant are frameworks which are directly
relevant to specific assertions in the financial staternents and
are those that relate to the reporting framework (UK adopted
Intermational accounting standards, the Companies Act 2006
and the UK Corporate Govemance Code) and the relevant tax
laws and regulations in the yurisdictions i which the group
operates In addition, we concluded that there are certain
significant laws and regulations which may have an effect on
the determination of the amounts and disclosures in the
financial statements being the Listing Rules of the UK Listing
Authority, and those laws and regulations relating to health and
safety employee matters and country-specific regulations on
tobacco control.

+ We understood how the group is complying with those
frameworks by making inquiries of management, intemal audit,
those responsible for legal and compliance procedures and the
company secretary. We corrobarated our inquiries through our
review of board minutes, papers provided to the Audit
Committee and attendance at meetings of the Audit Cornmittee,
as well as consideration of the results of our audit procedures
across the group.

+ We assessed the susceptibility of the group's financial
statements to material misstaterment, including how fraud
might occur by meeting with management from various parts of
the business to understand where it considered there was
susceptibility to fraud and assessing whistleblowing incidences
for those with a potential financial reperting impact. Where
necessary, our procedures included our forensic investigation
specialists We also considered performance targets and their
influence on efforts made by management to manage eamings
or influence the perceptions of analysts We considered the
programmes and controls that the group has established to
address risks identified, or that ctherwise prevent, deter and
detect fraud; and how senior managerment monitors those
programs and controls. Where the risk was considered to be
higher, we performed audit procedures to address each
identified fraud risk These procedures included testing manual
journals and were designed to provide reascnable assurance
that the financial staternents were free from fraud or error

+ Based on this understanding we designed cur audit procedures
to identify non-cormnpliance with such laws and regulations
Qur procedures nvolved inquiries of group management, those
charged with governance and legal counsel, as well as journal
entry testing, with a focus on manual consclidation journals and
journals indicating significant or unusual transactions based on
our understanding of the business Through our testing we

challenged the assumptions and judgerments made by
management in respect of significant one-off transactions in
the financial year and significant accounting estimates as
referred to in the key audit matters section above. Ata
component level our full and specific scope component audit
team’s procedures included inquiries of component
management, jJoumnal entry testing, and focused testing,
including in respect of the key audit matter of revenue
recognition. We also leveraged our data analytics platform in
performing our work on the order to cash and purchase to pay
and inventory processes o assist in identifying higher risk
transactions for testing.

Where we identifled potential non-compliance with laws and
regulations, we developed an appropriate audit response and
comimunicated directly with components impacted Our
procedures involved. understanding the process and controls to
identify non-compliance, inquiring of internal and external legat
counsel, performing an analysis of press reporting on these
matters, understanding the fact patterns in each case and
documenting the positions taken by management, and using
specialists to support us in concluding on the matters identified

A further description of our responsibilities for the audit of the
financial statements is located on the

Financial Reporting Council's website at

https//www fro org uk/auditersresponsibilities This description

forms part of our auditor's report.

Other matters we are required to address

Following the recommendation from the audit committee, we
sighed an engagerment letter on 15 January 2020 which was
subsequently replaced on 23 August 2022, We were appeinted by
the shareholders at the AGM on 5 February 2020 to audit the
financial statements for the year ending 30 Septernber 2020 and
subsequent financial periods

The period of total uninternpted engagement including
previous renewals and reappointments is four years, covering
the years ending 2020 to 2023.

The audit opinion 1s consistent with the additional report to the
audit commilttee

Use of our report

This report is made solely to the company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Cornpanies Act 2006
Cur audit waork has been undertaken so that we might state to the
company's members those matters we are required to state to
them in an auditor’s report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responstbility
1o anyone other than the company and the company's members
as a body, for our audit work, for this report, or for the opinions we
have formed

55 mfzéy, LLP

Marcus Butler (Senior statutory auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor

London
13 Novernber 2023
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT
for the year ended 30 September 2023

£ million unless othermse indicated MNotes 2023 2022
Revenue 3 32,475 32,551
[Duty and sumilar items (14,398) (15,644)
lOther cost of sales m,397) 10,869)
Cost of sales [25,795) (26,513)
Gross profit 6,680 6,038
1stribution, advertising and selling costs (2,338) (2,021
dmuustrative and other expenses (9401 (1,334}
Operating profit 3,402 2,683
Investment income a07 1800
Finance costs (1,205) 0,7
MNet finance Costs [(298) o
Share of profit/(loss) of investments accounted for using the equity metheod 14 7 115)
Profitbefore tax 4 3m 2,551
Tax 7 [655) (886}
Profit for the year 2,456 1,665
Attributable tor
Owners of the parent 2,328 1,570
Non-controlling interests 128 95
Eamings per ordinary share (pence)
- Basic q 252.4 659
- Diluted ‘ g 250.8 1647
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 30 September 2023
£ million Notes, 20235 2022
Profitfortheyear 2,456 1,665
Other apreﬁsive income - o -
T&chanqe MOVernents {508) 841
Exchange movements recycled to profit and loss upon disposal of subsidiaries - 190
Hypennflation adjusument in the year ] I 5 Al
Current tax or hedge of net iInvestments and quasi-equity loans Qais) 148
Items that may be reclassified to profit and loss (618]) 1,190
[Net actuarial (losses)/gains on retirement benefits 23 (376) 76
Eurrﬁaﬁamrﬁ) netactuanal losses on retirement benefts T T T T
Deferred tax relating to net actuarial losses/(gains) on retirement benefits 135 (52]
Ttemns that will not be reclassified to profit and loss (241) 34
Other comprehensive (expense)/income for the year, net of tax (859) 1224
Tota] comprehensive income for the year 1,597 2,880
Attnibytable tg
Owners of the parent 1,484 2,778
Non-gontrolling mterests hi%] m
Total comprehensive income for the year 1,597 2,839
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CONSOLIDATED BALANCE SHEET

at 30 September 2023
£ milhon Notes 2023 2022
Non-current assets
Intangible assets n 16,944 17,777
Property, plant and equipment 12 1,617 1659
Right of use assets 13 326 228
Investrments accounted for using the equity method 14 55 56
Retirement benefit agsets 23 414 826
Trade and other receivables 6 63 67
Denvative financial instruments 20/ 824 985
Deferred tax assets 22 653 439
20,896 22,037
Current assets
[nventories 5 4,522 4140
Trade and other receivables )3 2,490 2543
Current tax assets 7 n2 334
Cash and cash equivalents 7 1,345 1850
Derivative financial instruments 20/1 126 54
8,595 8921
Total assets 29,491 30,958
Current liabilities
Borrowings 19 (1,499) (om
Derivative inancial Instruments 20721 74) (54)
Lease Liabilites 13 an (58)
Trade and other payables 18 (9,579} (9,508)
Current tax Liabilities 7 {418) @7
Provisions 24 (148) 203)
m,a99) M,139)
Non-¢urrent liabilities
Borrowings =] (7,882} {8,998)
Dernvative financial instruments 20/ (829) (.072)
Lease habihities 13 {268) (190)
Trade and other payables 18 27 (o)
Deferred tax habihities 2 (a8 (981
Retirement benefit habilities 23 (807) (894)
Provisions 24 (266) 223)
{10,950) (2,346)
Total liabilities (22,849) [23,485)
Net assets 6,642 7473
Equity
Share capital 25 97 103
Share premium and capital redemption 5.843 5,837
Retained earnings . _(674) (443)
Exchange translation reserve T 755 1363
Equity attributable to owners of the parent 6,02 5,860
Non-contrelling interests 621 BI3
Total equity 6,642 TAT3

The financial statements on pages 178 to 262 were approved by the Board of Directors on 13 November 2023 and signed on 1ts behalf by.

Do

Lukas Paravicini
Director
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CONSOLIDATED FINANCIAL STATEMENTS continued

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 30 Septemnber 2023

Equity
Share attributable
premium Exchange  to owners Non-

Share  and tapital Retained  translation ofthe cantrolling Total
£ million capital redemption  earnings reserve parent interests equity
At1October 2022 103 5,837  (443) 1,363 6,860 613 7,473
Profit for the year - - 2,328 - 2,328 128 2,456
Exchange movements on retranslation of net assets - - - (942) {942} asy (957
I xchange movemems on net investment hedges - - - 427 427 - 427
IFxxchange maovemenis on quasl-equity loans - - - 22 22 - 22
Hypennflation adjustment 1n the year - - 5 - 5 - 5
[Current tax on hedge of net investments and quasi-equlity loans - - - ms) ms) - ms)
MNet actuarial Iosses on retirement benefits - - 376) - (376) - (376)
[Deferred tax relating to net actuarial losses on retirernent benefits - - 135 ~ 135 - 135
Other comprehensive expense - - (236) (608) (B44) os)  (859)
Total comprehensive incomef{expense) - - 2092 (508) 1484 = W3 1597
Transactions with owners
Costs of employees’ services compensated by share schemes - - a - 41 ~ 41
Repurchase of shares (6) &6 [1,0086) - 1.008) - 0,006)
Changes n non-controlling interests - - 1 - 1 U] -
Deferred tax on share based payments B S E . S N !
Registration of put/call option - T - - (48) - (48) - (48)
Dividends paid - - 032 - 0,312) (104) (.418)
At 30 September 2023 a7 5,843 674) 755 6,021 621 6,642
At 30 September 2021 103 5,837 (788} 200 5352 588 5940
Hyperinflation restatement to 1 October 2021 - - 22 - 22 - 22
Atloctoberzoz W5 58¥ (&) 200 _ 534 S8 5962
Profit for the year S - - 1570 - 1570 0% 1655

Exchange movements on retranslation of net assets

Exchange movements on net investment hedges - - - (649) (649)
Exchange movements on quasi-equity loans - - - (44) (44)
Exchange movements recycled to profit and loss upon disposal
of subsidianes - - - 190 a0
Hypennflation adjustment in the year - - il - n
Currenttzx on hedge of net investments and quasi-equity loans - - - 148 48

et actuarial gans on retirement benefits - - 76 - 76
Current tax relating to net actuanal gains on retirement benefits - - 10 - 10
Deferred tax relating to net actuanal gamns on retirement benefits - - (52) - (52)
Other comprehensive mcome - -~ 45 1163 1,208 15 1224
Total comprehensive income - - 1615 1163 2778 w2889
Transactions with owners
Costs of emnployees’ services compensated by share schemes - - 29 - 29 - 29
Changes In non-controiling interests ~ - (3] - (3] 3 -
Deferred tax on share-based payments - - 2 - 2 - P
Dnndends pad ~ - 0320) - 0,320) 89y (409
At 30 September 2022 03 5,837 {443) 1363 6,860 B3 7473
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CONSOLIDATED CASH FLOW STATEMENT
forthe year ended 30 Septernber 2023

£ milion 2023 2022
Cash flows from operating activities

Qperating profit 3,402 2,683
Dividends received from investments accounted for using the equity method 7 7
Depreciation, amortisation and impairment 632 660
Profit on disposal of non-current assets z9) -
Loss on disposal of subsidianes B 1 428
Past-employment benefits 293 (56]
Costs of employees’ services compensated by share schemes 3 29
Other non-cash items . 4 ¥
Movement in PICVISIONS o S - T 21 39
Operating cash flows before movement m working capital 4,066 3827
Increase in mventornes {551} (193)
Decrease 1N trade and other receivables 46 89
[ncrease 1n trade and other payables 158 Wb
Movement in working capital 347 40
Tax paid (590) (681
Net cash flows generated from operating activities 3,129 3,86
Cash flows from investing activities

Interest rece)ved ) 10 8
Proceeds from the sale of non-current assets N 53
Proceeds from sale of subsidiaries, net of cash disposed of (note 10} - 27
Purchase of non-current assets (325) (230}
Purchase of brands and operations (note 10/11) (183) (153}
Net cash used in investing activities 427) {(155)
Cash flows from financing activities

Interest paid 417 [366)
Purchase of shares by Employee Share Ownership Trusts - M
Lease liabilities pad (92) 68)
Increase in borrowings 1,462 1,710
Repayment of borrowings (1,518) (2,476)
Cash flows relating to dervative financial instruments (64) 94
Repurchase of shares _ (1,006) -
Dividends paid to non-controlling interests (104) (89)
Dividends paid to owners of the parent (1,312) 0,320;
Net cash used in financing activities (3,051) (2,516)
Net (decrease)/increase in cash and cash equivalents (349) 515
Cash and cash equivalents at start of year 1,850 1,287
Effect of foreign exchange rates on cash and cash equivalents (156) 48
Cash and cash equivalents at end of year 1,345 1,850
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CONSOLIDATED FINANCIAL STATEMENTS continued

NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

Basis of preparation

The consolidated financial statements compnse the results of the
Company, a public company hmited by shares, incorperated in
England and Wales, and 1ts subsidiary undertakings, together with
the Croup's share of the resulis of 1ts associates and joint
arrangements. The Cormpany's registered number 15 3236483 and
its reqistered address 1s 121 Winterstake Road, Bristol BS3 2LL.

The consolidated financial statements have heen prepared 1n
accordance with UK-adopted International Accounting Standards
("UK-adopted [1AS")

The finanaial staternents have been prepared under the historical
cost canvention except where fair value measurement 1s required
under IFRS as described below in the accounting policies on
financial mstruments, and on a going concern basis,

The consolidated financial staternents are presented in pounds
sterling, the presentation currency of the Group, and the functional
currency of the Company. All values are rounded to the nearest
one million {£] mullion) except where otherwise indicated

Alternative performance measures

Information on Alternative Performance Measures (APMs) 15
presented within the Supplementary Information section of
this document.

Basis for going concern

The Group's policy 15 to ensure that we always have sufficlent
capital markets funding and commutted bank facihities n place to
meet foreseeable peak borrowing requirements

The Group recognises uncertainty of the externat environment.
Duning the penod of the COVID-19 pandemuc as well as dunng
ongoing period of political uncertainty with regard to Ukraine and
Russig, the Group effectively managed operations across the
warld, and has proved 1t has an established mechanism to operate
efficiently despite uncertainty. The Directors consider that a one-
off discrete event with immediate cash outflow 15 of greatest
concern to the short-term hquidity of the Group.

The Directors have assessed the emerging and princtpal rnisks of
the business, including stress testing a range of different scenarios
that may affect the business. These included scenarios which
examuned the implications of

» A one-off discrete event resutting in :mrmediate cash outflow
such as unexpected duty and tax payments, andsor other legal
and regulatory nsks materialising, of ¢.£500m.

- Arapid and lasting deterioration to the Group's profitability
because rmarkets become closed to tabacco products or there are
sustained failures to our tobacco manufacturing and supply
chains These assumed a permanent reduction in profitabiity of
15 per cent from 1 Qctober 2023

The scenario planning also considered mit:gation acuons
mneluding reductions to capital expend:ture, dividend payments
and share buyback programme. There are addiucnal actions that
were not modelled bur could be taken including other cost
rmitigations such as staff redundancies working cap:tal
management, retrenchment of leases, and discussions with
lenders about capital structure.
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Under the reverse stress test scenario, after considenng rmitigation
actions mcluding reductions of capital expenditure, dividend
payments and share buyback programme, we have medelled that
a38% EBITDA reduction would lead the Group to have sufficient
headroom unt:] Apnl 2024 The Group believes this reverse stress
test scenario to be remote given the relatively small impact on our
trading performance and bad debt levels dunng the COVID-19
pandermic, as well as the current political situation in Ukraine

in this scenano Group would implement a number of mitigating
actions imcluding revaoking the uncornmitted dividend, pausing the
share buyback and reducing discretionary spend such as capex.

Based on 1ts review of future cash flows covenng the period
through to Novermnber 2024, and having assessed the principal
nsks facing the Group the Board is of the opinion that the Group as
a whole and Impernzal Brands PLC have adequate resources to meet
their operational needs from the date of this report through to

30 Novernber 2024 and concludes that 1t 15 appropriate to prepare
the financial statements on a going concern basis

Impenal Brands PLC (the Company) provides guarantees to a
nurnber of subsiciaries under section 4794 of the Compamés Act
2006, wherehy the subsidiaries, incorporated in the UK and Ireland,
are exempt from the requirements of the Act relating to the audit
of individual accounts for the inancial year ending 30 September
2023 See note VIl Guarantees of the Imperial Brands PLC financial
staterments for further details.

The principal accounting policies, which have been applied
conststently other than where new policies (detailed below) have
been adopted, are set out below.

Basis of consolidation

Subsidiaries are those entities controlled by the Group. Control exists
when the Group 1s exposed to, or has the nghts to, variable retumns
from its involvernent with the entity and has the ability to affect
those returns through 1ts power gver the entity. The financial
statements of subsidianes are included 1n the consclidated financial
statements from the date that control commences until the date that
control ceases. Where necessary, accounting policies of subsidianes
are changed to ensure consistency with the pelhicies adopted by

the Group.

The acquisiuon method of accounting ts used tc account for the
purchase of subsidiaries. The excess of the value transferred to
the seller n return for control of the acquired business together
with the fair value of any previously held equity interest in that
business over the Group's share of the fair value of the idenufiable
net assets is recorded as goodwill.

intragroup transactians, balances and unrealised gains on
transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless costs cannot
ne recavered



Joint ventures

The Group applies [FRS 11 to all joint arrangements. Under IFRS 11
mnvestments in joint arrangements are classified as either joint
aperations or joint ventures depending on the contractual rights
and abligations of each investor. The Group has assessed the
nature of 1ts joint arrangements and determined them to be joint
ventures. The finanaial statements of joint ventures are included
in the Group financial staternents using the equity acceunting
method, with the Group's share of net assets included as a single
line item entitled "Investrments aceounted for using the equuty
method". In the same way, the Group's share of earnings 1s
presented in the consohdated income staternent below operating
profit entitled "Share of profit of investments accounted for using
the equity method”.

Foreign currency

[temns mncluded 1n the financial statements of each Group comipany
are measured using the currency of the primary eccnomic
environment 1n which the company operates (the functional
currency).

The income and cash flow statements of Group companies using
non-sterling functional currencies are translated to steriing

(the Group's presentational currency) at average rates of exchange
in each penod. Assets and liabilities of these companles are
translated at rates of exchange ruling at the balance sheet date.
The differences between retained profits and losses translated at
average and closing rates are taken to reserves, as are differences
arising on the retransiation of the net assets at the beginning of
the year.

Transachions in currencies other than a company’s functional
currency are initially recorded at the exchange rate ruling at the
date of the trangaction. Forelgn 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 habilities denorminated in foreign currencles
are recognised in the consolidated income statement with
exchange differences arising on trading transactions being
reported 1n operating profit, and those arising on financing
transactions being reported in net finance costs unless as aresult
of net investment hedging they are reported in other
comprehensive mecome

The Group designates as net investment hedges certain externat
borrowings and denvatives up to the value of the net assets of
Group companies that use non-sterling functional currencies after
deducting permanent intercompany loans. Gains or losses on
these hedges that are regarded as highly effective are transferred
to other comprehensive income, where they offset gains or losses
on translation of the net investments that are recorded 1n equity,
n the exchange translation reserve.

The Group's financ:al results are principally exposed to euro and
US dollar exchange rates, which are detailed in the table below.

2023 2022

Closing Average Closing Average

Foreign exchange rate versus GBP rate rate rate rate
Euro 11545 11487 11325 1.1807
USdellar 12214  1.2264 11040 1.2813

Hyperinflation

The Turkish economy was designated hypernnflationary from
April 2022, The Group has applied IAS 29 Financlal Reporting 1n
Hyperinflationary Economies to 1ts Turkish operations with effect
from 1 October 2021 In accordance with IAS 21 The Effects of
Changes in Forelgn Exchange Rates, the comparative figures

far the year ended 30 September 2022 have not been modified.
The adjustments required by 1AS 29 are set out below,

= Adjustment of histonical cost non-monetary assets and
liabilities from their date of irutial recognition to the balance
sheet date (1 October 2021) to reflect the changes in purchasing
power of the currency caused by inflation, as measured by the
official Consumer Price Index (CPI) published by the Turkish
Statistical Institute (TurkStat).

+ Adjustment of the components of the income statement
and cash flow staterment for the inflation index since their
generation, with a balancing entry in the income statement and
areconciling item n the cash flow statement, respectively.

« Adustment of the iIncome statement to reflect the impact of
inflation on holding monetary assets and habilhties in local
currency and where necessary.

+ The financial statements of the Group's Turkish operations have
been translated into sterling at the closing exchange rate at
30 September 2023.

= The impact of adjustments to non-monetary assets recognising
inflation from the adoption date to the closing batance sheet
date, on translation into sterling at the closing balance sheet
rate has been recognised within other comprehensive income.

The TurkStat CPLindex was 1691.04 at 30 Septermber 2023
{1.046.89 at 30 September 2022 and 570,66 at 30 September 2021)
The nflation index for the year 15 therefore 16153 (2022' 1 8345).
The Turkish economy has heen designated hypennflationary
since Apnl 2022, but the impact on the Group's results

remains immaterial,

Revenue recognition

For the Tobacco & Next Generaticn Products (Tobacco & NGP)
business, revenue comprises the invoiced value for the sale of
goods net of sales taxes, rebates and discounts Revenue is based
on the completion of performance obligations that constitute the
delivery of goods. The performance obligation 1s recognised as
complete at the pomt in time when a Group company has
delivered products to the customer, the customier has accepted the
products and collectability of the related receivables 1s reasonably
assured. The distnbution business also recognises revenue
asscciated with logqistics services, recognised on the basis of the
inveiced value for the provision of thege services net of sales taxes,
rebates and discounts. The performance obligations associated
with distribution services, which include fees for distributing
certain third-party products, are hinked to the successtul
distribution of products for customers,

The Group recognises ingome arising from the licensing of
intellectual property, occurring in the erdinary course of business,
which 1s treated as revenue. Licensing revenue will be recognised
over the period of the licence. The licences granted are distinct
from other promises in the contract.
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CONSOLIDATED FINANCIAL STATEMENTS continued

NOTES TO THE FINANCIAL STATEMENTS continued

For the Distribution business, revenue comprises the invoiced
value far the sale of goods and services net of sales taxes, rebates
and discounts when goods have been delivered or distribution
services have been provided The Distribution business only
recognises commission revenue on purchase and sale
transactions in which it acts as a comurussion agent. Distribution
and marketing commissions are meluded in revenue Revenue 1s
recogrmised on products on consignment when these are scld by
the consignee.

Payments are made to both direct and indirect customers for rebates,
discounts and other promotional activities. Direct customers are
those to which the Group supplies goods or services. [ndirect
customers are other entities within the supply chain to the end
consumer. Rebates and discounts are deducted from revenue.
Where the contract with customers has an entntlement to vanable
consideration due to the existence of retrospective rebates and
discounts, revenue 1s estimated based on the amount of
consideration expected to be received This estimationis a
determination of the most likely arnount to be received using

all known factors including historic experience. Typically there

1s a high degree of certainty over the amount of retrospective
rebates/discounts paid due tc relatively low year-on-year
variations mn the volurme and pattern of product sales. As the
provision of distnbuticn services typically involves product
delivery tasks undertaken in a short period of time, revenue and
any associated rebates and discounts relating to these services
do not normally span an accounting year end.

Payments for promotional activities will also be deducted from
revenue where the payments relate to goods or service that are
closely related to or indistinct from associated sales of goods or
services to that customer The calculated costs are accrued and
accounted for as incurred and matched as a deduction from the
assoclated revenues (1. excluded from revenues reported 1n the
Group's consolidated income statement).

Duty and similar items
Duty and surnular iterns includes duty and levies having the

characteristics of duty. In countries where duty 1s a production tax,

duty 1s included in revenue and 1n cost of sales in the conschdated
income statement. Duty 1s regarded as a sales tax and excluded
from revenue where,

- duty becomes payable to the tax authonty when the goods
are sold;

+ there s an obligation to change the sales price when a change
n the rate of duty 1s impesed, and

+ there 1s a requirement to identfy the duty separately on sales
information such as:mvoices.

Payments made in the USA under the Master Settlemnent
Agreement are recognised in other cost of sales, for further
disclosure see note 29 contingent liabilities,

Taxes

Current tax 1s the expected tax payable on the taxable income for
the year, us:ng tax rates enacted or substantively enacted at the
balance sheet date and any adjustmen:s to tax payable 1n respect
of previous years.
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Uncertamn tax pos:tions are assessed and measured on an 1ssue
by 133ue basis within the jurisdictions where we cperate using
management's estimate of the most likely outcorne, Where
management determines that a greater than 50% probability exists
that the tax authonties would accept the position taken n the tax
retum, amounts are recognised in the consolidated financial
staternents on that basis. Where the amount of tax payable or
recoverable 1s uncertain, the Group recognises a hability or asset
based on elther: management's judgement of the most likely
outcome; or, when there 15 a wide range of possible outcomes, a
probabihty weighted average approach The Group recognises
nterest on late paid taxes as part of financing costs. The Group
recognises penalties, if applicable, as part of administrative and
other expenses

Deferred tax 1s provided in full on temporary differences between
the carrying amournt of assets and habilities mn the financial
statements and the tax base, except if 1t arises from the intial
recognition of an asset or lability in a transaction, other than a
business comnation, that at the time of the transacticn affects
neither accounting nor taxable profit or loss. Deferred tax 1s
provided on temporary differences arising on investments in
subsidianies, except where the tirning of the reversal of the
temporary difference 1s controlled by the Group and it 1s probable
that the temporary difference will not reverse in the foreseeable
future Deferred tax assets are recognised only to the extent that 1t
1s probable that future taxable profits will be available against
which the assets can be realised Deferred tax 15 determined using
the tax rates that have been enacted or substantively enacted at
the balance sheet date, and are expected to apply when the
deferred tax liabihty 15 settled or the deferred tax assetis realised.

Dividends

Final dividends are recognised as a hability in the period in which
the dividends are approved by shareholders, whereas interim
dividends are recognised in the peried in which the dividends
are paid

Intangible assets - goodwill

Goodwill represents the excess of value transferred to the seller in
return for control of the acquired business together with the farr
value of any previously held equuty interest in that busmess over
the Group's share of the fair value of the :dentifiable net assets.

Goodwill 1s tested at least annually for impairment and carried at
cost less accumulated impairment losses. Any impairment 15
recognised irmmediately in the consolidated income statement
and cannot be subsequently reversed. If any negative goodwill
arises this s recogrused immediately 1n the income statement.
For the purpose of impa:rment testing, goodwill is allocated to
groups of cash-generating units that are expected to benefit from
the business combination in which the goodwill arose

Intangible assets - other

Other intangible assets are imitially recognised in the consolidated
balance sheet at historical cost unless they are acquired as part of
abusiness combination, in which case they are :mitially
recognised at fair value. They are shown in the balance sheet at
historical cost less accumulated amorusat:on and impatrment.
The Group does not aperate a revaluation model and therefore
assets are not subject to ongomg revaluations.




These assets consist mainly of acquired trademarks, intellectual
property, product development, concessions and nghts, acquired
customer relatonships and computer software, The Davidoff
cigarette trademark 15 considered by the Directors to have an
indefinite hfe based on the fact that it 15 an established
mtemational brand with global potential. Trademarks with
mdehnite lives are not amortised but are reviewed annually for
mpairment The carrying value of Davidoff is subject to an annual
impairment review under the requirements of IAS 36 as the Group
dees not currently foresee a limit to the penod over which the
asset1s expected to generate net cash inflows. The most recent
assessment indicates that the carrying value is not impaired.

Intellectual property (including trademarks), product development,
supply agreements (including customer relationships) and
computer software are amortised over their estimated useful lives
as follows.

Intellectual property

Intellectual property 5 -30vears straightline
Supply agreements 3-15years straightline
Software 3—-10years straightline
Product development 3 - 10years straightlne

Property, plant and equipment

Property, plant and equipment are recogrised 1n the consolidated
balance sheet at historical cost or at their irutial fair value where
they are acquired as part of an acquisition, subject to depreciation
or impairment. The Group does not operate a revaluation model
and therefore assets are not subject to ongoing revaluations.

Land 1s not depreciated. Depreciation 1s provided on other
property, plant and equipment so as to write down the initial cost
of each asset to 1ts residual value over its estimated useful Life

as follows:

Property uptos0years straght hne

Plant and equipment 2~20years  straighthne/
reducing balance

Fixtures and motor vehicles 2 - 15 years straight ine

The assets’ residual values and useful lives are reviewed and,
if appropriate, adjusted at each balance sheet date.

Financial instruments and hedging

Recetvables held under a hold to collect business model are stated
at amortised cost. Receivables held under a hold to sell business
model, which are expected to be scld via a non-recourse factering
arrangement are separately classified as fair value through profit
or loss, within trade and other receivables.

The calculation of impairment provisions 1s subject to an expected
credit loss model involving a prediction of future credit losses
based on past loss patterns. The revised approach involves the
recogrition of provisions relating to potentiat future impairments,
in addition to impairments that have already occurred. The expected
credit loss approach involves modelling of hustoric loss rates, and
consideration of the level of future credit nsk. Expected loss rates
are then applied to the gross recelvables balance to calculate the
impairment provisicn.

Cash and cash eguivalents include cash in hand and deposits held
on call, together with other short-term highly lquid investments.

The Group transacts dernivative financial instrurments to manage
the underlying exposure to foreign exchange and interest rate
risks. The Group dees not transact derivative financial
mstruments for trading purposes. Denvative finaneial instruments
are iniually recorded at fatr value plus any directly attnbutable
transaction costs. Derivative financial assets and liabihties are
included 1n the consohdated balance sheet at fair value, and
include accrued interest receivable and payable where relevant.
However, as the Group has decided (as permitted under IFRS 9) not
to cash flow or fair value hedge account for its denvative financial
nstruments, changes n fair values are recognised in the
consolidated income statement 1n the periad in which they arise
unless the denvative qualifies and has been designated as a net
investment hedging mstrument in which case the changes in fair
values, attributable to foreign exchange, are recognised 1n other
Comprehenswe come.

Collateral transferred under the terms and conditions of collateral
appendix documents in respect of certain derivatives are netted
off the carrying value of those derivatives in the consohdated
balance sheet.

Right of use assets
The Group has lease contracts relating to property and other assets
fwhich predorninantly relates to motor vehicles).

The Group recognises nght of use assets, at the commencement
date of the lease (1. the date the underlying asset 1s available

for use). Right of use assets are measured at cost, less any
accurmulated depreciation and impatrment losses, and adjusted for
any remeasurement of lease Labilities. The cost of right of use
assets includes the amount of lease Liabilities recognised, tmtial
direct costs mcurred, and lease payments made at or before the
commencement date less any lease incentives received. Unless
the Group 1s reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recogrused nght of use asset
15 depreciated on a straight-line basis over the shorter of 1ts
estimated useful life and the lease term. Right of use assets are
subject to Impalrment.

Lease liabilities

At the commencement date of the lease, the Group recognises
lease hiabilities measured at the present value of lease payments to
be made over the lease term. The lease payments include fixed
payments less any lease mnecentives recelvable, variable lease
payments which depend on an index or arate, and amounts
expected to be paid under residual value guarantees. Lease payments
include the exercise of purchase options f determined reasonably
certain to be exercised and termination payments if the lease term
reflects the exercise of an option to terminate.
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CONSOLIDATED FINANCIAL STATEMENTS continued
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In calculating the present value of lease payments, the Group uses
the incremental borrowing rate, defined as the rate of imnterest that
a lessee would have to pay to borrew over a sumular term, and with
a simlar secunty, the funds necessary 1o obtain an asset of a
similar value to the right of use asset in a sirnilar econormic
environment, at the lease commencement date if the interest
rate implicit in the lease is not readily deterrmunable. After the
comrmmencement date, the amount cf lease liabilities 1s increased
to reflect the accurmnulation of interest and reduced for the lease
payments made. In addition, the carrying amount of lease
lLiabilities 1s remeasured if there 15 a modification, a change in the
lease term, a change in the in-substance fixed lease payments ora
change in the assessment to purchase the underlying asset

Lease payments on short-term leases and leases of low value
assets are recognised as expense on a straight line basis over
the lease term n cost of sales or distnbution, advertigsing and
selling costs

Short term leases, leases of low value assets and practical
expedients applied

The Group has applied a number of practical expedients permitted
by IFRS 16. These include;

« the exclusion of leases where the lease term ends wathin
12 months of the commencement of the lease or date of initial
application; and

+ the exclusion of leases of low value assets, defined as those of
less than USS5,000.

[FRS 16 was applied using the modified retrospective method, to
contracts that were previously 1dentified as operating leases in
accordance with [AS 17 and IFRIC 4. The Group has elected to,

» apply hindsight in determining the lease term 1f the contract
contains opions to extend or terminate the lease,
exclude mnitial direct costs from the measurement of the nght of
use asset, and

+ use a single discount rate to a portfolic of leases with reasonably
similar charactenstics

These elections were only applied on transition to [FRS 16 and
have not been appled to new leases following adoption of
the standard.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost 1s determuned using the first in first cut (FIFO) method.

The cost of finished goods and work 1n progress comprises raw
materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity). Netrealisable
value 15 the estimated selling price in the ordinary course of
business, less the estimated costs of completion and seliing
expenses Inventory 1s considerad for obsolescence ar other
Iimpanment 1ssues and an associated provision :s booked

where necessary.

Leaf wbacce inventory which has an operating cycle that exceeds
12 months s class:fied as a current asset, cons:stent with
recognised indusiry practce.
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Provisions

A provision 1s recegnised in the consolidated balance sheet when
the Group has a legal or constructive cbhgation as a result of a past
event, 1t 13 more likely than not that an outflow of resources will be
required to setile that obligation, and a reltable estmate of the
amount can be made.

A pravision for restructuring 13 recognised when the Group

has approved a detailed formal restructunng plan, and the
restructunng has either commenced or has been publicly
announced, and 1t is more hkely than not that the plan will be
implemented, and the amount required to settle any cbligations
arising can be reliably estimated. Future operating losses are not
provided for,

Where there are a number of similar obligations, the hikelihood
that an outflow will be required in settlement s determined by
considering the class of obligations as a whole. A provision s
recogrused even if the likelihood of an cuiflow with respect toany
one item included in the same class of obhigations may be small.

Contingent liahilities

Contngent liabilities are pessible obligations that anse from

past events and whose existence will be confirmed only by the
oceurrence or non-occurrence of one or moere uncertamn futore
events, not wholly within the control of the Group. Contingent
liabilities are not recognised, only disclosed, unless the possibility
of a future cutflow of resources 15 considered remote, or where a
disclosure would seriously prejudice the position of the Group.

Retirement benefit schemes

For defined benefit schemes, the amount recognised in the
consclidated balance sheet 15 the difference betweern the present
value of the defined benefit obligation at the balance sheet date
and the fair value of the scheme assets to the extent that they are
demonstrably recoverabie ether by refund or a reduction in future
contnbutions. The defined benefit obligation 15 calculated annually
by independent actuaries using the projected umt credit method.
The present value of the defined benefit abligation is deterrmined
by discounting the estirnated future cash flows using interest
rates of high quality corporate bonds that are denomunated in

the currency in which the benefits wiil be paid, and that have
terms to matunty approximating to the terms of the related
pension obligation.

The service cost of providing retirement benefits to employees
durnng the year 1s charged to operating profit. Past service costs
are recegnised immediately 1n operating profit, unless the changes
to the pension plan are conditional on the employees remaining in
service for a specif.ed periad of tume.



Allactuarial gains and losses, including differences between
actual and expected returns on assets and differences that arise as
aresult of changes in actuarial assumptions, are recognised
immediately in full in the statement of comprehensive income for
the peniod in which they anise. An interest charge 1s made in the
income statement by applying the rate used to discount the
defined benefit obligations to the net defined benefit habihity of
the schemes.

For defined contribution schemes, contributions are recognised as
an employee benefit expense when they are due.

Share-based payments

The Group applies the requirernents of IFRS 2 Share-Based
Payment Transactions to both equity-settled and cash-settled
share-based employee compensaton schemes. The majonty of
the Group's schemes are equity-settled.

Equity-settled share-based payments are measured at fawr value at
the date of grant and are expensed over the vesting period, based
on the number of instrurments that are expected to vest. For plans
where vesting conditions are based on total shareholder returns,
the fair value at the date of grant reflects these condiitons.
Earmings per share and net revenue vesting conditions are
reflected in the estimate of awards that will eventually vest. For
cash-settled share-based payments, a labtlity equal to the portion
of the services received 1s recognuised at 15s current fair value at
each balance sheet date. Where applicable the Group recognises
the impact of revisions to original estimates in the conschdated
mcome statement, with a corresponding adjustment to equity for
equity-settled schemes and current habihties for cash-settled
schemes. Fair values are measured using appropriate valuation
models, taking mte account the terms and conditions of

the awards.

The Group funds the purchase of shares to satisfy nights to shares
arising under share-based employee compensation schemes
Shares acquired to satisfy those rights are held in Employee
Share Ownership Trusts. On consolidation, these shares are
accounted for as a deduction from equity attributable to owners of
the parent. When the nights are exercised, equity 15 increased by
the amount of any proceeds received by the Employee Share
Ownership Trusts.

Treasury shares

When the Company purchases 1ts own equity share capital
{treasury shares), the consideration pad, including any directly
attributable incremental costs {net of income taxes), is deducted
on consolidation from equity attributable to owners of the parent
until the shares are reissued or disposed of. When such shares are
subsequently sold or reissued, any consideration received, net of
any directly attributable iIncremental transaction costs and the
related income tax effects, increases equuty attributable to owners
of the parent. When such shares are cancelled they are transferred
to the capital redemption regerve.

Where the Group enters intc a contract with a thurd party that
contains an oblhigation to re-purchase 1ts own shares for cash or
ancther financal asset; a inancial hability 15 recogriised for the
present value of the redemption amount One example 1s an
obligation under a forward contract te re-purchase shares in
Imperial Brands PLC for cash. The financial hability is recogmised
irutially at the present value of the redemption amount, and 18
reclassified from equity. Subseguently, the financial hability 15
measured in accordance with IFRS 9, and 1s revalued at subsequent
reporting points as appropriate If the contract expires without
delivery, the carrying amount of the financial hability 15
reclassified to equity.

New accounting standards

The following amendments to the accounting standards, issued
by the IASB or International Financial Reporting Standards
Interpretations Committee (IFRS IC) and endorsed for use in the
UK, have been adopted by the Group from 1 October 2022 with no
impact on the Group's consolidated results, financial position

or disclosures

» Amendments to IAS 12 International Tax Referm — Pillar Two
model rules. {The Group has applied the mandatory exception
under [AS 17 1n relation to recognising and disclosing
information about deferred tax assets and liabilities related to
Pillar Two income taxes )

New accounting standards and interpretations not yet

in issue

There are also a number of other amendments and clanfications
to [FRS, effective 1n future years, none of which are expected

to significantly impact the Group's consolidated results or
financial positicn

2. ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group makes estirnates and judgements associated with
accounting entries which will be affected by future events.
Estimates and judgements are continually evaluated based cn
historical experience, and other factors, including current
information that helps form a forward-looking view of expected
future outcomes.

Estimates mmvolve the determination of the quantum of accouriting
balances to be recogrused Judgements typically involve decisions
such as whether to recogruse an asset or hability.

The actual armournts recognised in the future may dewviate from
these estimates and judgernents

Estimates

Significant estimates

Companies are required to state whether estimates have a
significant rigk of a matenal adjustment to the carrying amounts
of assets and habilities within the next financial year. We have
reviewed the 1tems below where estimation uncertanty exists.
While a number of these areas do invalve estumnation of the
carrying value of assets or liahilities that are potentially significant
within the context of the financial staternent. The Group considers
the prcbability of a significant nisk of matenal adjustment to be
low. None of these estimates are expected to present a material
adjustment t¢ the carrying amount of assets and liabilities in the
next financial year. Therefore, no significant estimates are
required o be disclosed.
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Other estimates

Other estimates inveolve other uncertainties, such as those
carrying lower risk, which have a smaller potential impact or
would be expected to crystallise over a longer trneframe than a
significant estimate. These items, histed below, are only disclosed
where this provides material relevant information.

Determination of useful economic life of intangible assets

For non-goedwill intangible assets, there 1s a need to estimate the
useful economucal hife of each asset. This includes determining
whether the asset has an indefinite useful economuc life, or not,
The Davidoff tradernark has a significant market share and
positive cash flow growth expectations. There are no regulatory or
contractual restnicticns on the use of this trademark, and there are
no plans to significantly redirect resources elsewhere which
would reduce the value of thus asset. Consequently, in the view of
managernent, the Davidoff trademark does not have a foreseeable
and definite end to 1ts ability to generate future cash flows and
hence 1t 1s not amortised. The carrying value of Davidoff 13 subject
to an annual impairment review under the requirernents of IAS 36.
The most recent assessment indicates that the carrying value 15
not impaired.

Amortisation and impairment of intangible assets

For non-indefinite Iife agsets, which are amortsed, the useful
econommic hife and recoverable amounts are estimated based upon
the expectation of the time perod dunng which an intangible
asset wili support future cash flows, and the quantum of those
cash flows. Due to estimation uncertainties the useful economc
Lives and associated amortisation rates have to be reviewed and
revised where necessary. In addition, where there are indications
that the current carrying value of an intangible asset i1s greater
than its recoverable arnount, an impairment to the carrying value
of the asset may be required. Factors considered important thar
could trigger an impairment review of intangible assets include
the following

+ significant underperformance relative to historical or projected
future operating results,

+ signuficant changes in the manner of the use of the acquired
assets or the strateqy for the overall business; and

+ significant negative industry or economic trends.

The complexity of the estimation process and 1ssues related to the
assumptions, risks and uncertainties inherent in the application of
the Group's accounting estimates in relation to intangible assets
can affect the amounts reported in the financial statements,
especlally the estimates of the expacted useful econormc hives and
the carrying values of those assets If business conditions
significantly change it 1s possible that matenally different
amounts could be reported in the Group's financial staterments i
future periods. Indefinite Life intangible assets, iIncluding goodwill,
are subject to annual impairment testing where an assessment of
the carrying value of the asset against its recovergble amount 1s
undertaken. There are long term ungertainties associated with
estmating the value of the recoverable amount, pariicularly with
regard to long term cash flow growth rates which are influenced
by the future size and shape of the tobacco sector While long term
growth rates currently used in impairment assessments are based
on current best estmates of future performance there may be
changes in these assurmnptions when conducting impa:rment tes:s
1n subsequen:i years. Details of goodwill and intangible asset
impairment assessments are included in note 11
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Corporate income taxes

Where tax habilities have been judged to exist, estimation 1s often
required to deterrmune the potental future tax payments The
Group is subject to tax in numerous Jurisdichions and sigrficant
judgement ts required 1n determining the provision for tax. There
are many transactions and calcuiations for which the ultimate tax '
determuination 1s uncertamn. The Group recognises provisions for
tax based on estimates of the taxes that are likely to become due.
Where the final tax outcome 15 different from the amounts that
were imtially recorded, such differences will impact the current
income tax and deferred tax provisions in the period in which
such determination 1s made. Consideration of the valuation
estimates related to tax provisions 1s given In note 7 to these
financial statemernts.

Other legal proceedings and disputes

Where a liability 1s determined there can be a degree of estimation
of the potential level of damages expected. Key areas of estimation
uncertainty iInclude consideration as to the expected future
ameunt to be paid out 1n the event the claim succeeds. In some
situations where a probability risk calculation 15 required to
deterrmuine the amount of an assomated provisien, both the
quantum of future payments and the probability of those
payments crystallising needs to be considered, both factors having
a degree of uncertainty. More detail as to the considered position
of these claims 15 given in note 24 and note 29 of the financial
statements. To the extent that the Group's assessments at any
time do not reflect subsequent developments or the eventual
outcorne of any claim, 1ts future financial statements may be
matenally affected, with a favourable or adverse impact upen the
Group's operating profit, financial position and liquidity.

Restructuring provisions

The Group holds restructuring provisions where appropriate 1n
respect of estimated future economuc outflows which arise due to
past events. Estimates are based on information available at the
balance sheet date. Actual outflows may not oceur as anticipated,
and estimates may prove to be incorrect, leading to further charges
or releases of provisions as circumstances dictate. These provisions
cover the cost of factary closures, scaling down of capacity and
other structural changes to the business. These prograrmmes

are run as discrete projects with controls over the expected costs
and the associated accountng impacts. The calculation of
restructunng provisions includes estimation challenges relating
to asset remediation costs, the valuation of disposals and
termuination costs. Mcre detauls relating fo the estimates
associated with these restructuring programmes can be

found in notes 5 and 24



Judgements

Paragraph 122 of IAS 1 requires disclosure of judgements made by
management i applying an entity's accounting policies, other than
those relating to estimation uncertainty. Paragraph 125 of IAS |
requires more wide-ranging disclosures of judgements that depend
on management assumptions about the future, and other major
sources of estmation uncertamnty ("significant judgements”).

Corporate income taxes

Judgernent 18 involved in determining whether the Group is
subject to a tax hability or not 1in line with tax law The Group1s
subject to Income tax n numerous Jurisdicticns and significant
judgement 1s required in determining whether there 15 a hability
requiring a provision for tax Recognition of tax habihties in
situations where there 1s uncertainty 1s based on precedent in
simular tax cases and external advice as to whether challenges by
tax authorities are likely to result in future tax payments being
made. The recognition of a tax hability involves consideraticn of
the probability of tax authorities accepting the position taken in
the tax return and there 15 therefore some unceriamnty.

Deferred tax assets

Deferred tax assets are recogrused for deductible temporary
differences, unused tax losses and unused tax credits to the extent
that it is probabie that taxable profit will be available against which
the temporary differences, losses and credits can be utilised.
Significant management judgement 1s required to determine the
armount of deferred tax assets that can be recognised, based upon
the likely timing and the level of future taxable profits, together
with future tax planning strategies. The Group has determined
that 1t cannot recogrise deferred tax assets on the temporary
differences, tax losses and tax credits carried forward for certain
subsidiaries. Further details of the estimates related to deferred
taxes are given 10 rote 22 to these financial statements.

Legal proceedings and disputes

The Group reviews outstanding legal cases following
developments in the legal proceedings at each balance sheet date,
considering the nature of the itigation, claim or assessment; the
legal processes and potential level of damages in the jurisdiction
1 which the liugation, claim or assessment has been brought; the
progress of the case (including progress after the date of the
financial statements but before those statements are 15sued); the
opinions or views of legal counsel and other advisers; experience
of simuilar cases, and any decision of the Group’s management as
to how 1t will respond to the litigation, claim cor assessment.
Judgement 1s required as to whether a Llability exists. A provision
will only be recognised where it is probabie that the Group will be
required to settie a claim.

Control of Logista

& key judgement relates to whether the Group has effective control
of Logista sufficlent that the Group can consolidate this entity
within its Group accounits in line with the requirements of IFRS 10
Consolidated Financial Statements. The Group holds 50 01% of the
voting shares The Group has reviewed 1ts control of Logista and
that it 1s appropriate to consolidate this entity in line with the
requirements of IFRS 10 Conselidated Financial Statements. The
Group continues to have Director presence on the Board of Logista,
representing 5 out of 12 Directors. The Group has powers to control
as set out 1n the Relationship Framework Agreement which
specifies certain areas of operation reserved for sharehclder
approval and through these measures the Group 15 able to exercise
control of Logista. The Group has therefore concluded that 1t
continues to be appropriate to recognise Logista as a fully
consolidated subsidiary.

Climate change

The Group has a designated program to manage and mitigate
climate-related nisks. The effect of chmate change 15 not
considered to have a materal effect on the estimates in the
financial statements Governmental and societal responses ¢
chimate change risks are still developing and consequently
financial statements cannot capture all possible future outcomes
as these are not yet known or don't have sufficient certainty

to be taken into account when determining asset and liability
valuations and the timing of future cash flowsunder the
requirements of UK-adopted Intemational Accounting Standards.
Please refer to the following sections for further discussion on the
impact of cimate change relating to going concerm assumptions
in note 1, intangible assets impairment assumptions i note 11 and
recoverability of deferred tax assets in note 22,
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3. SEGMENT INFORMATION

Imperal Brands comprises two distinet businesses — Tobacco & NGP and Distribution The Tobacco & NGP business comprises the
manufacture, marketing and sale of Tebacco & NGP and Tobacco & NGP-related products, including sales to (but not by) the Distribution
business. The Distnibution business compnses the distribution of Toebacce & NGP products for Tobacco & NGP product manufacturers,
mnc¢luding Imperial Brands, as well as a wide range of non-Tobaceco & NGP products and services. The Distribution business 1s run on an
operationally neutral basis ensuring all customers are treated equally, and consequently transactions between the Tobacco & NGP and
Distribution businesses are unclertaken an an arm's length basis reflecting market prices for comparable goods and services.

On 10ctober 2022 the Group reorganised the structure of the Europe and AAA regions. The Central and Eastern Europe cluster, which
includes operations in Poland, Czech Republic, Ukraine, Slovakia, Hungary, Azerbayan, Armenia, Georgia and Slovenia, moved from the
Europe region to the AAA region. The AAA region has been re-named AAACE The managerial and internal reportng structures of the
regions have been revised to reflect the new structure. Following the introduction of these changes we have revised our segmentai
reporting as required under IFRS 8. The comparative figures below have been restated accordingly

The function of the Chief Operating Decision Maker {defined in IFRS 8), whuich 15 to review performance and allocate resources, is performed
by the Board and the Chief Executive, who are regularly provided with information on the Group's segments. This information 1s used as the
hasls of the seqment revenue and profit disclosures provided below. The main profit measure uged by the Board and the Chief Executive ig
adjusted operating profit, Segment balance sheet informatien is not provided to the Baard or the Chief Executive.

The Group's reportable segments are Europe, Americas, Africa, Asia Australasia and Central and Eastern Europe (AAACE) and Distnibution.
Operating segments are comprised of geographical groupings of business markets. The main Tobacco & NGP business markets within the
Europe, Americas and AAACE reportable segments are'

Europe — United Kingdom, Germany, Spawn, France, Ttaly, Greece, Sweden, Norway, Belgium and the Netherlands.
Americas — United States.

AAACE — Australia, Japan, Saudi Aratna, Taiwan, Poland, Czech Republic, Ukraine, Slovakia, Hungary, Sloveria and our African markets
including Algera and Morocco.

Tobacco & NGP
2023 2022
Tobacco & Tobacco &
£ million unless otherwise indicated Tobacco NGP NGP Tohacco NGP NGP
Revenue 22,14 299 22,413 23,232 224 23,456
Net revenue 7,747 265 8,012 7585 208 7793
Operating prefit/(toss) 3,262 (se) 3,106 2,599 27) 2,472
Adjusted operating profit 3,583 3,441
Adjusted operating margin % 44.7 442
Distribution
£ million unless otherwise indicated 2022 2022
Revenue 10,819 9,756
Distribution gross profit 1,466 1,046
Operating profit 298 212
Adjusted operating profit 306 254
Adjusted operating marg:n % 209 24.3
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Revenue

2022
2023 (restated)
Total External Total External
£ million revenue revenue revenue revenue
Tobacca & NGP
Europe N,749 10,992 12,052 1,39
Amerncas 3,700 3,700 3,756 3,756
AAACE 6,964 6,964 7648 70648
Total Tobacco & NGP 22,413 21,656 23,456 22,795
Distrbution 10,819 10,819 9,756 9,756
Eliminations 757) - (B61) -
Total Group 32,475 32,475 32,551 32,551
The eliminations all relate to Tobacco & NGP sales to Distribution.
Tobacco & NGP net revenue
2022
2023 {restated)
£ milliion Tobacco NGP Total Tabacco NGP Total
Europe 3,020 220 3,240 2,883 =6 3,039
Americas 2,778 34 282 2784 &2 2,8%
ABACE 1,949 n 1960 1918 0 9.
Total Tobacco & NGP 7747 265 8,012 7,585 208 7,793
Adjusted operating profit and reconciliation to profit before tax
2022
£ million 2023 (restated)
Tobacco & NGP
FEurope 1482 1,447
Americas 1,257 1179
AAACE 844 815
Total Tobacco & NGP 3,583 3441
Distribution 306 254
Eliminatons 2) m
Adjusted cperating profit 7 - 3,887 3,694
Russia, Ukraine and associated markets — Tobacco & NGP (4) (399)
Amortisation and impairment of acquired intangibles — Tobacco & NGP (339) (323)
Arnortisation of acquired intangibles — Distributien {8) (26)
Restructuning costs — Tobacco & NGP - (197}
Fair value adjustment and impairment of other financial assets — Tobacco & NGP (G36) 37
Loss on disposal of subsidiaries — Tobacco & NGP m (3)
Loss on disposal of subsidiaries — Distribution - (16)
Acguisition and disposal costs — Tobacco & NGP - (5]
Excise tax provision - Tobacco & NGP - 9
Charges related to legal provisions — Tobacco & NGP (85) -
Structural chariges to defined benefit pension schemes — Tobacco & NGP 2) (4)
Operating profit 3,402 2,683
Net finance costs (298) o7
Share of profit/lloss) of investments accounted for using the equity method 7 ()]
Profit before tax 3m 2,551
www.imperialbrandsplc com 191



CONSOLIDATED FINANCIAL STATEMENTS continued

NOTES TO THE FINANCIAL STATEMENTS continued

Other infarmation

2022

2023 (restated)

Additions  Depreciation Additions Depreciation

to property, and tQ property, and

plant and software plant and software

£ miltion equipment  amortisation equipment amortisation
Tobaceo & NGP

Europe 69 79 44 78

Americas 36 20 31 25

AAMACE 46 41 4] 52

Total Tobacco & NGP 151 140 e 153

Distnbuticn 40 41 25 32

Total Group 191 181 145 185

Additional geographic analysis

External revenue and non-current assets are presented for individually significant countries. The geographical analysis 1s based on country

of ongin. The Group's products are sold 1n over 120 countries.

2022

2023 (restated)

External Non-current External Non-current

£ million revenug assets revenug assets
UK 3,926 148 4,285 149
Germany 4,142 3,245 4,238 3,280
France 3,428 2,350 3,215 250
USA 3,657 5,646 3725 6,430
Other 17,322 7,553 17,086 74980
Taotal Group 32,475 18,942 32,551 19,720

Non-current assets comprnise intangible assets, property, plant and equipment. right of use assets and investments accounted for using the
equity method. Note the comparative figure has been restated to include nght of use assets.

4. PROFIT BEFORETAX
Profit before tax 1s stated after charging/{crediting}.

£ mullion 2023 2022
Raw matenals and consumables used 773 857
Changes m inventones of finished goods — Tobacco & NGP 2,630 2,680
Changes in inventeries of finished goeds — Distnibution 7,994 7,350
Depreciation and impairment of fixed assets i53 235
Amortisation and impaument of intangible assets and investments in associates 394 406
Acquisition and disposal costs - 5
Expenses relating to short-term leases 4 3
Expenses relating to low value asset leases 1 2
Depreciation and impairment of right of use assets 85 74
Net foreign exchange (ga:ns)/losses - (41} 75
Write down of inventories '{ T T 40 20
Profit on disposal of non-current assets 39 -
write back of trade rece:vables (5) (3)
Analysis of fees payables to Ernst & Young LLP and its associates

£ million 2023 2022
Parent Company and consolidated financial statements 2.7 22
The Company‘s subsidiaries T "Bl 56
Total audit fees 8.8 7.8
Audit-related assurance services 0.5 04
Total audit-related fees 83 82
Other assurance services 0.5 0B
Total non-audit fees 0.5 06
Total auditor’s remuneration 9.8 88
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5. RESTRUCTURING COSTS

£ million 2023 2022
Employment related B - 103
Asset impanrments - - 70
QOther charges - 24
- 197

Analysed by workstream.
2023 2022
Cumulative Cumulative cash
£ milban Costs Cash spend cash spend Costs Cash spend <pend
2021 Strategic review programme - 61 165 197 36 104
Other - 37 1,276 - 35 1239
- a8 1441 197 al 1,343

Restructuring projects mvolve significant one-off costs that are incurred i integrating acquired businesses and in major rationalisation
and optirmisation initiatves together with therr related tax effects.

As these projects are not part of business as usual, any costs incurred are classified as restructuring costs and are included within

administrative and gther expenses in the consolidated income staternent and treated as adjusting ttems

No accounting charges are now expected to be recognised 1n relation to historic restructunng programmes, however there remains some
ongolng cash costs to be incurred which are not expected to be in excess of existing provisions.

6. DIRECTORS AND EMPLOYEES

Employment casts

£ millign 2023 2022
Wages and salaries - L 882 = B4
Soclal security costs o T ) 186 W2
Other pension costs (note 23) 41 B4
Share-based payments (note 26) K| 28
1,140 877
Operating executive (excluding executive directors)
£ ultion 2023 2022
Base salary 4.7 43
Benefits 0.9 0.7
Pension salary supplement 0.7 Q.7
Bonus 4.8 53
Termination payments B - 21 2.8
LTIP annual vestlngf B N 7.8 15
21.0 B3

1 Shate pians veshing represent the value of LTIP awards (inclusive of Recruitment Awards) where the performance penods ends in the year

Note aggregate rernunetation pad to-or receivable by Executive dirsctors, Non-Lxecutive Direetors and members of the Operating Executive for qualifying services in accordance with 14524,
whuch inciudes National Insurance and similae charges was F30.323866 (2022 £31671710)

Key management compensation’

£ million 2023 2022
Short term employee benefits 7.0 176
Post-employment benefits — 0l
Termination payments 2.1 5.7
Share based payments (in accordance with IAS 24) 15.0 36

34 270

1 Keymanagernentincludes Directors, memners of the Executive Comrmutter and the Company Secretary

Detaiis of Directars emouments and interests, and of key management compensation which represent reiated-party transachons requuinng disciosure under 1AS 24 are provided wathin the
Divectors Rernuneration Beport The Directors Remuneration Repon, o1 pages 142-163 includes details on salary benchis pension and share plans "These disciosures form part of the

financal statements
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Number of people employed by the group during the year

2023 2022
130 At30
September Average September Average
Tobacco & NGP 18,800 19,100 19,900 22,600
Distnibution 6,400 6,400 5,800 6,000
25,200 25,500 25,700 28,600
Number of people employed by the group by location during the year
2023 2022
At30 AU30
September Average September Average
UK and European Urnion 12,200 11,900 14,000 14,200
Americas 4,700 5,100 5,700 7,800
Rest of the World 8,300 8,500 6,000 6,600
25,200 25,500 25,700 28,600
7.TAX
The major componernts of income 1ax expense for the years ended 30 September 2023 and 2022 are
£ millor 2023 2022
UK current tax
Current year (credited)/charged to the consolidated income statement (55) 27
Current year charged/{credited) to consolidated other comprehensive income ns (158)
Total current year UK current tax 60 59
Adjustments In respect of prior years charged to the consolidated income statement 15 149
Total UK current tax 75 208
Qverseas current tax
Current year charged te the consolidated income staternent 620 670
Total current year overseas current tax 620 670
Adjustments in respect of prior years charged/(credited) to the consolhidated income statement 233 [116j
Total overseas current tax 853 554
Total current tax charged to the conschdated staternent of other comprehensive income 923 762
£ million 2023 2022
UK current tax
Current year (55) 217
Adjustments in respect of prior years 5 49
Overseas current tax
Current year 620 &70
Adjustments in respect of prior years 233 me)
Total current tax 813 920
Deferred tax
Relaung to origmation and reversal of temporary differences (158) (34)
Tetal tax charged to the consclidated income statement 655 886
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£ millon 2023 2022

Tax related to items recognised in consohdated other comprehensive income dunng the year

Current tax on hedge of net investment and quasi-equity loans mns (048}
Current tax on actuanal gains and losses - 00
Total current tax ns (1=8)
Deferred tax on actuanal gains and losses (135) 32

Deferred tax on hypennilation adjustment [ 3

Total deferred tax (134) 35

Total tax credited to consolidated other comprehensive income )] (03)
£ millian 2023 2022

Tax related to ltems recognised in equity dunng the year o _

Deferred tax on share-based payrments M (2)
Total tax credited to equity M (2

Factors affecting the tax charge for the year

The tax on the Group's profit before tax differs from the theoretical amount that would arise using the average UK corporation tax rate of

22.0%(2022:19.0%) as follows.

£ million 2023 2022

Proht before tax 3m 2,551

Tax at the UK corporation tax rate of 22.0% {2022. 19.0%) 684 484

Tax effects of.

Differences in effective tax rates on overseas earmnings 24 ng
Movermentin provision for uncertain tax positions _ 2N 78)
Remeasurement of deferred tax balances ansimg from changes in tax rates - 4
Remeasurement of previously recognised deferred tax assets (6) U]
Increase in unrecognised deferred tax assets 1 4
Deferred tax on unrermutted earnings 5 (26)
Share of {profit)/loss of nvestments accounted for using the equity method @ 3
Non-deductible expenses 24 8
(Non-taxable gains)/non-deductible losses on net foreign exchange on financial instruments 022) 145
Recogrnition of deferred tax assets (212) -

Exempt losses on Russian and associated markets exit - 88
Provision for state aid tax recoverable - 1010

Adjustments in respect of prior years 48 16
Total tax charged to the consolidated income statement 855 886

Differences in effective tax rates on overseas earnings represents the impact of worldwide profits being taxed at rates different from 22.0%.

The remeasurement of deferred tax balanees arising from changes in tax rates for the year 1s £l {2022 £4 million).

During the year the Group has increased the provision for deferred tax on unremtted earnings by £5 million (2022 £26 mullion decrease).

The tax will arise on the distribution of profits through the Group and on planned Group sumplificaticn
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Movement o the current tax account

£ million 2023 2022
At 10ctober 27 82
Charged to the consolidated income statement (813) (920)
{Charged)/credited to other comprehensive income ms) 158
Cash paid 590 681
Exchangﬂnovemems_ _ o - I - R ]
Balance sheet reclassification T T m 33
At 30 September (306] z7

The cash tax paid in the year1s £223 million lower than the current tax charge {2022 £239 million lower). This arises as a result of tiring
differences between the accrual of income taxes and the actual payment of cash and the movement in the provision for uncertain
tax positions.

Analysis of current tax account

£ million 2023 2022
Current tax assets n2 334
Current 1ax habthnes (418]) (3073

30.) 27
Uncertain tax positions

As an international business the Group 1s exposed to uncertain tax positions and changes in legislanon in the junisdictions in which 1t
operates. The Group's uncertain tax positions prncipally include cross border transfer pricing, interpretation of new or complex tax
legislation and tax arising on the valuation of assets,

Provisicns ansing from uncertain tax positions taken in the calculation of tax assets and liabilities are included within current tax
liabl:ties. At 30 September 2023 the total value of these provisions excluding compensating assets under mutual agreement procedure was
£261 million (2022 £215 million excluding compensating assets, 2022: £148 million including compensating assets). The assessment of
uncertain tax positions 1s subjective and sigmficant management judgement is required. This jJudgement 1s based on current interpretation
of legislation, management experience and professional advice, Until matters are finally concluded 1t 1s possible that amounts ultimately
paid will be different frorn the armounts provided.

Managemen: have agsessed the Group’s provision for uncertain tax positions and have concluded that apart from the matters referred to
below the provisions in place are not matenal individually or in aggregate, and that a reasonably possible change in the next financial year
would not have a material impact on the results of the Group.

French tax litigation

The Group has an ongoing challenge from the French tax authonues, which 1s now 1n l:ugation, and could lead to additional abilities of
£254 million including tax, 1nterest, and penalties The challenge concerns the valuation placed on the shares of Altadis Disinbution France
{now known as Logista France) following an intragroup transfer of shares in October 2012 and the tax consequences flowing froma
potentially higher value that 1s arqgued for by the tax authorities In May 2023 the Adrunistrative Tnibunial of Montrewil 1ssued 1ts decisien,
ruling in favour of the French tax authonties In July 2023 the Group appealed to the Administrative Court of Appeal of Pans Whilst the
Group has appealed, 1n the Lhght of the Administratve Tribunal of Montrewl's decision, having subsequently reassessed the probatlity of a
successful appeal, the Group has now deterrmined 1t 15 appropriate to increase the provision for uncertain tax positions to £180 rmullion

(2022 £42 rmlion).

State and UK CFC

In April 2019, the EU Commussion’s final decision regarding 1ts investgation info the UK's Controlled Forelgn Company regumne was
published. It concludes that the legislation up untii December 2018 does parually represent state aid. The UK Government hag appealed to
the European Court seeking annulment of the EU Commission's decision. The Group, along with a number of UK corporates, has made a
simular application to the European Court.

Based on the Comrrussion’s decision and despite the appeals, the UK Government was obliged to recover state aid received. Whulst the
Group's position remains that no state aid has been recerved, m February 202! a recovery charging notice fer £10% million was 1ssued to the
Group by HMRC and has since been paid.

In June 2022 the Furopean General Court rejected the appeals Whilst this decision has been appealed to the Court of Justice of the
European Union (CJEU) and the appeal may possibly be successful, :n the light of the European General Court's decis:on, dunng 2022 the
Group reassessed recaverability of the £101 million previously recorded as a recervable and determuned 1t was appropnate to provide in full.
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Transfer pricing

The Group has been subject 1o tax audits relating to transfer pricing matters in several jurisdictions, principally UK, France and Germany.
The Group estimates the patential gross level of exposure relating to transfer pricing rssues 1s approximately £100 mullion (2022 £200
miliion}. The Group holds a provision of £68 mullion excluding compensating assets (2022, £121 mullien excluding compensating asgets,
£54 rnithen including compensating assets) in respect of these items.

In December 2021 the Group concluded a transfer pricing audit with the French tax authorities, In September 2022 the Group concluded
transfer pricing audits with the UK and German tax authorities. Settlemnents of the French and UK audits were made during 2022.
Settlement of the German audit was made dunng 2023. In September 2023 an additional separate transfer pricing audit was cpened

by the German tax authorities.

The Group believes the transfer pricing provision held above appropnately provides for this and other transfer pricing 1ssues.

French branch tax

In December 2021 the Group received assessments from the French tax authorities concerning the intragroup financing of the French
branch of Imperial Tobacco Limited In February 2022 the Group appealed against the assessment. In Septernber 2022 the French tax
authorities opened a further tax audit into this matter. Following discussions with the French tax authonties a settlement proposal
covering all years was made for £48 rmllion including interest, for which a provision was made 1n 2022 and has since been settled 1n 2023,
The Group holds a provision of £rul (2022 £48 mullion) 1n respect of this matter.

8. DIVIDENDS
Distributions to ordinary equity holders

€ million 2023 2022 2021
Pard interim of 4318 pence per share (2022 4254 pence, 2021 42.12 pence)

+ Pad June 2021 ' - - - 189
+ Pad Septeméer 2021 S - - ) 199
* Paid December 2021 7 - - N - - 458

- Paid June2022 o B -

- F’éld September' 2022 - - - 202 o -
- Paid December 2022 T - - - 464 -
+ Pad June2023 - T ' 196 R
« Paid Septemberz023 S - @5 -
Interim dividend paid 391 888 856
Proposed third interim of 51.82 pence per share (2022 46 31 pence, 2021: 48.48 pence)

. Tb be paid Dece%er 2[]23""7 - i T 466 - -
Interim dividend proposed 466 - -
Proposed final of 5182 pence per share (2022: 49.32 pence, 2021 48 48 pence)

« Paid March 2022 ' ' S ' - - s
- PaidMarch2023 - - - 457 -
+ TobepaidMarch2024 - S 465 - -
Final dividend 465 457 458
Total ordinary share dividends of 146 82 pence per share (2022-141.17 pence, 2021 139.08 pence) 1,322 1325 134

The proposed third intermm dividend for the year ended 30 September 2023 of 51.82 pence per share amounts to a proposed dividend of
£466 rrullion, which will be paid 1n December 2023. The proposed final dividend for the year ended 30 September 2023 of 51.82 pence per
share amounts to a proposed dividend payment of £465 million in March 2024 based on the number of shares ranking for dividend at
30 September 2023 and is subject to shareholder approval. If approved, the total dividend paid in respect of 2023 will be £1322 million
(2022, £1,325 million). The dividend paid during 2023 1s £1,312 rrullion (2022, £1,320 mulhion)
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9, EARNINGS PER ORDINARY SHARE

Basic earnings per share 15 based on the profit for the period attributable to the owners of the parent and the weighted average number of
ordinary sharesn 1ssue during the period excluding shares held to satisfy the Group’s employee share schemes and shares purchased by
the Company and held as treasury shares. Diluted earnings per share have been calculated by taking inte account the weighted average
number of shares that would be i1ssued 1f rights held under the employee share schemes were exercised. No instruments have been
excluded from the calculation for any period on the grounds that they are anti-dilutive.

£ million 2023 2022

Earnings basic and diluted — attntbutable to owners of the Parent Company 2,328 1570

Millions of shares

Wewghted average number of shares.

Shares for basic earnings per share 7 S 922.5 7 946.2
leally dilutive sﬁare options 5.7 6.8
Shares for diluted earnings per share 928.2 953.0
Pence

Basic earnings per share S o o 252.4  ©59
Diluted earnings p;f share 250.8 647

10. ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES

Russian associated markets exit

In the prior year a loss on exit from the Russian and associated rarkets of £423 million was incurred, compnsing a loss on transfer of
Russian operations of £364 million, impairment of assets and exit costs of the associated markets of £35 million and the impairment of an
intangible agset held by the Global Honzon Ventures Limited joint venture of £24 milhion, Following a review of the impacts resulting from
the decision to transfer the Russian factory it was determined that it was unwable to continue trading in these areas for a number of
reasons 1ncluding duty and supply chain challenges The decision to exit operations results in a number of assets held by these markets
having to be impaired. In addition, certain exit costs are expected to be incurred in the process of ceasing operations. Total impairment and
exit costs of £35 million were recognised in the financ:al year ending 30 September 2022, There is ongeing work to complete the exat from
the agsociated markets. In the current year revisions to these exat provisiens tetalling £14 million have been recognised primarily arising
due te changes in the expected level of exit costs.

Logista

Acquisition of Speedlink Worldwide Express B.V.

On 16 February 2022, the Group's subsidiary Logista acquired 70% of the share capital of Speedlink Worldwide Express B.V. for a purchase
consideration of €20 million {£16 million) which has been paid in cash There 1s an intention to purchase the remaming 30% of share capital
over the next two years. As effective control has been achieved through this acquisition, Speedlink Worldwide Express BV has been
consolidated as a subsidiary within the Group with a 65% munonty interest. Goodwill of €12 mutlion (£10 mullion), intangible assets of

€15 mullion {£13 million) and deferred tax hability of €4 mullion (£3 mullion) were recognised on acquisition.

Acquisition of Herinvernol, S.L. (Transportes El Mosca)

0On 17 June 2022, the Group's subsidiary Logista announced the acquisiuon of 60% of the shares of Herinvemol S.L. Herinvemol S.L. 15 the
parent company of a group of comparites over which it holds control, trading as Transportes El Mosca” Thus acquisition completed on
28 October 2022

Transportes El Mosca offers nauonal and international intermodal transport services by road, sea and air, as well as frozen or refrigerated
transport The main destination markets for the international road transpoert activity are the United Kingdom, Germany, Portugal, France,
the Netherlands, and Italy, and 1ts clients are mainly producers and large distribution chains :n the food sector

The total purchase consideration for the 60% 1nitial shareholding 1s €99 mullion (E86 mullion) with €] m:llicn [£1 mullion) remaming as a
current Liability as at 30 Septemnber 2023, The agreement contemplates cross-call and call options fer the remaining 40% exercisable overa
3-year ime horizon At 30 September 2023 goodwall of €38 million (£33 million) has been recogrised relating to this acquisition which has
peen assigned to the Distribution segment. The valuat.on of the assets at fair value has been carried cut by an :ndependent expert. This
valuation includes, as intangible assets, Customer Relationships for €42 million (£38 mulhion) and Trademarks for €5 rmullion (£4 million).

On 3 August 2023, Log:sta announced the acqusition of an addit:onal 13.33% of equity for a consideration of €23 mutlion (£20 mullion),
inereasing 1ts total ownership to 73 33%

At 30 September 2023, Logista has a purchase option for the remaining 26.67%, which 13 recarded at fair value as a non-current Lab:lity for
an amournt of €25 rrulhion (£22 mullion) and a current hiatnlity for an amount of €25 million (£22 rrullion), with a corresponding adjustment
taken to equity reserves The equity movernent of €56 million (£48 million) 15 calculated based on the initial valuation of the call options at
fa:r value of €75 mullon (£65 mullion) , reduced by the minernty interests ansing from the purchase transacticn of €17 mulhon (£14 millicn)
and those arising from the profit for the year generated by the acquired company.
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The revenue and net profit that were contnbuted to the conschdated income statement for the period ended 30 September 2023 totalled

€260 million {£226 mullion) and €4 mullion (£3 mullion), respectively.

The ardinary inceme and net profit that would have contributed to the consolidated income statement if Transportes El Mosca had been
acquired on 1 October 2022 15 not signuficantly different from the figures indicated 1n the previous paragraph.

Acquisition of Carbg Collbatallé 5.1

In April 2022, the Group's subsidhary Logista reached an agreement for the acquisition of 100% of the shares of Carbé Collbatallé, a company
that offers transport and logistics services for refrigerated and frozen foods, which carries out its commercial activity mamly i the Spanish

market. This acquisition was completed in October 2022,

The total consideration for the shares acquired was €55 milhon (£46 million) of which €51 mullion (£42 mullion) was paid in cash at the time

of the purchase with €4 millhion (£4 millhon) outstanding as at 30 September 2023.

As at 30 September 2023, goodwill of €36 mullion (£31 mullion} has been recognised which has been assigned to the Distribution segment.
The valuation of the assets at faur value has been carried out by an independent expert. This vaiuation includes, as intangible assets,

Customer Relationships for €20 mullion (£17 million) and Trademarks for €1 mullion (E1 muillion),

The revenue and net profit that were contnbuted to the conseolidated income statement for the period ended 30 Septernber 2023 totalled

€63 rrullien (£55 million) and €5 million (£4 mullion) respectively.

Acquisition of Gramma Farmaceutici, S.R.L.

In July 2023, the Group's subsidiary Logista acquired 100% of the equity shares of Gramma Farmaceuticl, SR L, a company specialised in

logistics services for the pharmaceutical industry in Italy. The total purchase price of these shares amoeunted to €3 million (£3 million), paid
in cash at the time of purchase. The book value of the net assets acquired was €296 thousand (£257 thousand). As at 30 September 2023, the
company has recorded provisional goodwill of €3 mullion (£3 million) which has been assigned to the Distnbution segment.

The revenue and net profit that were contributed to the consclidated income statement for the penod ended 30 September 2023 totalled
€2 million {£2Z mullicn) and €18 thousand (€16 thousand) respectively. The ordinary income and net profit that would have contributed to the
conselidated income statement if the company had been acquired on 1 October 2022 13 not significantly different from the figures indicated

in the previous paragraph.

The amounts of the assets and liabiliues arsing from the following acquisitions during the year ending 30 September 2023 are as follows,

Hernivemal,
S.L
Carbé {Transpaortes
Collbatallé S.L. El Mosca) Total
£ million Fair value Fair value Fair value
Property, plant and equipment and right of use assets 29 a7 96
Other intangible assets 18 42 a0
Cther non-current assets - ] 1
Trade receivabies and other accounts receivable 10 75 85
Cash and other equivalent hquid assets 3 n 14
Other current assets _ 1 2 3
Deferred tax liabilities B ) (5) am (5}
Trade payables and other accounts payable ) (e) (55) 1}
Gther current financial iabihtes - (43) (43}
Other non-current financial Labiities {25) 23 (48)
Total net assets 15 67 82
Less minority interests - Q4) na)
Netassets acquired by the group 15 53 68
Consideration for the acquisition 46 86 132
Goodwill 31 33 64
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1. INTANGIBLE ASSETS

2023
{ntellectual property
and product Supply

£ milhon Goodwill {evelop gl Software Tatal
Cost
At 1 October 2022 14,228 13,87 1,433 522 30,054
Additions - 36 1 n9 256
Acquisitions &7 5 54 2 128
Disposals - ms) - 3 me)
Reclassifications - (2) - 2 -
Exchange movements (510) (853) Gn 02)  0.406)
At 30 September 2023 13,785 13,042 1,457 630 28,914
Amortisation and urnipairment
AtlOctober2022 1,587 8,925 1414 351 12,277
;no;tisatlon cha}geTmhéEr_ T - 352 6 34 392
Disposals - o) - &) o2)
Reclésmﬁcéﬂons \ - - - m - 1 s
Exchangemovements - 31 (517) [ED) (8) (587)
ccurmulated amortisation - am 1389 374 8,874
ccumulated impawrmaent 1,556 539 - 1 2,096
At 30 September 2023 1,556 8,650 1,389 375 1,970
Net book value o
At 30 September 2023 12,229 4,392 68 255 16,944

2072

Imtellectual property
and produrt Supgly

£ milhion Coodwil development agreements Software Total
Cost
At10ctober2021 T 13417 12,359 1,387 451 27614
Add:tuons - 20 1 65 86
Ecqulsmons 8] - 13 - 23
Disposals - - - ® )
Reclassifications 4 . - - 4
Exchange movernents 797 1492 2 W 23%
At 30 Septermber 2002 14,228 13,871 1433 522 30,054
Emor@ﬁ and 1mpa1rme'ntr ~ - -
At10ctober 2021 o 1542 7,735 1355 08 10,940
Amortisation charge for the year o 331 27 7 35 ) 383
Ir-npalrmém ) - - - ) 1 - —1
Dlsposals - R - - - - 7 53] E
Q-classmcanons - 4 - - B - s
Exchange movements 4 859 %) 12 e
lAccurnulated amortisat.on - 8,386 1,414 350 10,150
Wecumalated impaimment 1,587 539 7 - 1 21?
At 30 September 2022 1587 8325 1414 351 2,277
Netbook value 7 - -
At 30 September 2022 12,641 4,946 19 17 17,777
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Amortisation and impairment of acquired intangibles excluded from adjusted cperating profitamounted to £347 mulkon (2022 £349 million),
this comprges amortisation on intellectual property of £341 rullion (2022. £323 mullion) and amortisation on supply agreements of
£6 million (2022- £26 million).

Intellectual property mainly comprises brands acquired in the USA 1n 2015 and through the purchases of Altadis in 2008 and
Commonwealth Brands in 2007.

Supply agreements include Distribution customer relationships acquired as part of the purchase of Altadis, and of Carbé Collbatallé S.L. and
Herinvemnol SL. (Transportes El Mosca}) in the current financial year.

Intangible amortisation and unpaiment are included within admimstrative and other expenses in the consoclidated income staterment.

In June 2023 the Group purchased intellectual property relating to tobaceo pouches to be marketed within the United States. The purchase
consideration was $130 mullion (E106 mullion) compnsing $50 milhen (41 million) which was paid i cash on completion, deferred
consideration of $31 million (£25 mullien) expected to be paid i Decernber 2023 and contingent consideration currently estimated at

$49 mullion (£40 rmullion) payable over a five-year period up until 2028, All deferred and contingent consideration has been discounted ata
rate of 13% and a corresponding consideration lability of $81 mullion (£66 mullion) has been recogrused. The total mitial intangible asset
value recognised was $130 million (£106 mullion).

Goodwill and intangible asset impairtment review

On 1 October 2022 the Group recrganised the Tabacco & NGP business, changing our geographic footprint with the markets comprising our
Central and Eastern Europe cluster moving from our Europe region into the Africa, Asia & Australasia (AAA) region to form the newly
constituted AAACE region. The managerial and internal reporting structures of the business have been revised to reflect the new structure.
Following the introduction of these changes we have revised our segmental reporting as required under IFRS 8. As the Group's Cash
Generating Unit Groupings (CGUG) that are used for annual goodwill impairment testing are ahgned to the region-based segments, where
appropriate, goodwill and other indefinute life intangible assets has been reappertioned across the new CGUG structure on a relative value
hasis to reflect the segmental changes.

One of the requirements of IAS 36 1s to undertake an umpairment test based on the former CGUG prior to reapportioning intangible assets
to new CGUG in the event of a Group reorgarusation. The impairment testing whieh was undertaken as at 1 October 2022 indicated no
impairment Therefore there was no requirement to impalr any goodwill or brand mntangible prior to the reallocation to new CGUG.

Our reportable seginents Live beets updated 10 Amencas, burope, AAACE and Distribution. The Tobacco & NGP operating segments
continue to be comprised of geographical groupings of business markets. The main Tobacco & NGP business markets that have moved
segments as part of this restructuring are Poland, Czech Republic, Ukraine, Slovakia, Hungary, Azerbajan, Armemia, Gecrgia, Moldova,
Croatia and Slovenia.

Goodwill1s allocated to CGUG that are expected to benefit from the business combination in which the goodwill arose. For the Tobacco &
NGP business, CGUG are based on the markets where the business operates and are grouped in line with the regional structure in operation
duning the vear The groupings represent the lowest level at which goodwill 1s monutered for internal management purposes. A surnmary of
the carrying value of goodwill and intangible assets with indefinite lives is set out below.

2023 2022 (restated)

Intangible Intangible

assets with assets with

indefinite indefinite

£ millien Goodwill lives Goodwill Iives
Europe _ 4,123 307 4,295 35
Americas B ) 4,147 - 4,326 -
AAACE 2,181 162 2,277 165
Tobacco & NCP 10,451 469 10338 478
Distribution 1,778 - 1743 -
12,229 469 12,641 478

Goodwill has arisen principally on the acquisitions of Reemntsma in 2002 (all CGUG), Commonwealth Brands in 2007 (USA), Altadis 1n 2008
{all CGUG) and ITG Brands 1n 2015 (USA). Intangible assets with indefinite lives relate to the tobacco trademark, Davidoff, which was
purchased as part of the acquisition of Reemtsma 1n 2002,

The Group tests goodwill and intangible assets with indefinite hves for impairment annually, or more frequently if there are any mndications
thatimparrment may have ansen. The value of a CGUG 15 based on value-in-use calculations. These calculations use cash flow projections
denved from financial plans of our Tobacco busmess which are based on detalled bottom-up market-by-market forecasts of projected sales
volumes for each praoduct ine These forecasts reflect, on an individual market basis, numercus assumptions and estumates regarding
anticipated changes 1n market size, prices and duty reqimes, consumer uptrading and downtrading, consumer preferences and other
changes in product mix, based on long-terrm market trends, market data, anticipated regulatory developments, and management experience
and expectations, We consider that pricing, market size, market shares and cest inflation are the key assumptions used in our plans.
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Growth rates and discount rates used
The compound annual growth rates impheit in these value-in-use calculations are shown below.

2023 2022

L Pre-tax nitial Long-term Pretax Imitial Long-term
discount rate grewth rate growth rate discount rate growth rate grawth rate

Europe o . ] 10.4 4.5 1.9 0n3_ 46 08
Americas o 89 5.8 21 87 5.2 15
AAACE 125 4.3 ] Zi m 28 13
Distnbution 123 5.0 16 n.sg 39 15

The calculation to deterrmune the value 1n use involves a discounted future cash flow forecast model Normnal cash flows are used in the
caleulation which will themselves already factor in the effects of inflation. The cash flows are sourced from the Group business plan which
considers and factors in the nsk of vanability of future business performance and hernce cash flow vanation. A nominal discount rate is
used within the model based on the Group's weighted average cost of capital which 1s itself calculated using the Capital Asset Pricing
Model. As risk has been applied within the undiscounted cash flows no adpistment is made to the discount rate for risk, except for the
application of country nisk premua over and above the Group weighted average cost of capital where appropnate.

Country-specific discount rates are used based on the Group's weighted average cost of capital adjusted for ¢ountry risk premium, The
impatrment review 15 undertaken at a CGUG level which involves the aggregation of the individual value in use amounts for the individual
countries which constitute each CGUG. Our imparrment projections are prepared under the basis set out in [AS 36 which can differ from our
ntemal plans

Nominal cash flows from the business plan peniod are used for year one, two and three, then extrapolated out ta year five using the imphcit
growth rate, shown in the table above as the imihal growth rate. In certain markets, the extrapolated cash flow growth rate can exceed the
long term growth rate based on the business plan being a better reflection of the anticipated initial growth. Estimated long term welghted
average compound growth rates are used beyond year five.

Long term growth rates are determined as the lower of

+ theneminal GDP growth rates for the country of operaticn; and
the extrapolation of the initial growih rates as estimated by managernent for years one to five,

Long-term growth rates are based on management's long-term expectanens, taking account of industry specific factors such as the pature
of our products, the role of excise in government fiscal policy, and relatively stable and predictable long-term macro trends 1n the Tobacca
industry. Year on year vanations in initial growth rates may result in consequential changes to estimated long term rates,

Europe's initial growth rate was in line with the pnior year. The long term growth rate improved by 0.4%. This primanly reflects
improvements in the UK market where the outlook 15 forecast to be better than prior year forecast and where the long term growth rate was
not capped by the medium term rate.

Amencas was broadly in line with the prior year growth assurnptions for the initial and medium growth rate. The key changes which
largely offset each other were the 015% increase in long-term growth rate and an increased tax rate by 4%.

AAACE's increases in the mitial growth rates are dnven by improved initial and medium-term forecasts, which are both due to changes in
the growth outlook for a number of key markets including Taiwarn, Ivery Coast and Hungary, Improvementis in forecast profitability reflect
actions delivered in hine with our strateqic goals The long-term growth rate has improved this year, in the prior year this needed to be
capped to the medium-term rate for a number of the key markets.

The Distribution impraved initial growth rate reflects stronger business projections compared to prior year.

Coodwill and intangible asset impairment review conclusion

Ourimpairment testing confirms there are sufficient cash flows to support the current carrying values of the goodwill held at 30 September
2023 Any reasonable movement in the assurnptions used 1 the impairment tests would not result tn an impairment The complexity of
the est.mation process and 1ssues related to the assumptions, risks and uncertainties inherent in the application of the Group's accounting
estimates 1n relation to intangible assets can affect the amounts reported in the Einancial statements, especially the esumates of the
expected useful economic hves and the carrying values of those assets. If business conditions s:ignificantly change it 1s possible that
materally different amounts could be reported 1n the Group's fingncial statements in future periods. There are uncertainties assoclated
with estimating the valuation of the recoverable amount.

At the present ume the recoverable amount 1s significantly in excess of the carrying value of goodwill and other intangible assets However,
given the uncertainties menticned above this could change in the future
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Consideration of the impact of climate change

The Group has completed an assessment of the impact of climate change which includes how 1t wall vary future costs and therefore cash
flows. The detall of the Tobacco & NGP chmate change review can be found on pages 74-77. The review has concluded that there are
Impacts on future cash flows as a result of chimate change, with the most sigruficant being relating to NTM and leaf costs due to increases
1 the operating cosis of supplers and raw materials. We have factored the additional costs te the Group relating to forecast chimate costs
nto our discounted cash flow forecasts used for impairment testing valuation purposes. The modelled impact of thus for the Group was
£338 mullion (2022, £726 mullion). This concluded that there continues to be sufficient headroocm. There 1s therefore no impairment
recogrised as result of incremental climate change costs However, the Group will continue to review the climate change impact going
forward and any future changes in impact assessment could potentially result in changes to the impairment assessment.

Other intangible assets

Other Intangible assets are considered for impairment nisk. The carrying values of brand intangibles are reviewed against expected future
cash flows of associated products. Impairment will only be recognised where there 15 evidence that the carrying value of the brand cannot
he recovered through those cash flows. No impairments (2022 £n1l) have been recognised for brand intangibles.

Intellectual property and preduct development intangible assets have also been reviewed to 1dentify potential impairment triggers. No such
impairment triggers were noted in the year ended 30 September 2023 and hence no impairment charge has been incurred (2022, £nul).

No impaument charge (2022: £1 mulhion) was incurred in the year relating to software.

12. PROPERTY, PLANT AND EQUIPMENT

2023
Fixtures
Plant and and motor

£ millian Property equipment vehicles Total
Cost
At 1October 2022 806 2,080 455 3,341
Addmons 3 130 58 191
Acquisitichs - 5 9 14
Disposals o 2) 74 @ (24 Q2m
Hypennﬂatm;q a_djusm{&t fnote 1) ) o - - 5 - 5
Exchange movements (1)} (£21)) a4) (126)
A1 30 Septemnber 2023 756 2,065 4834 3,305
Depreciation and impairment o
At 1 Octcber 2022 181 1,200 301 1,682
Depreciation charge for the year 17 a3 32 147
Impairment - ] - 6
Disposals an {60) [as) (86)
Exchange maovements Qo) 4N o) (en
At 30 September 2023 177 1,203 308 1,688
Netbook value
At 30 September 2023 579 862 176 1,617
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2022
Fixiures
Plant and and mator
£ miflion Property equiptment veticles Tatal
Cost
AT 30 September 2021 797 2,086 an 3,204
!Typennﬂahon restatement to 1 October 202} T 1 24 2 27
At1October 2021 798 20 413 332
Additions 13 T4 58 145
Disposals (510 (170) [24) (245)
Hypennflation adjustment (note 1) 1 7 - 8
Reclassifications 19 3] ©) 10
Exchange movernents 26 63 3 102
A1 30 Septermber 2022 806 2,080 455 3,341
Depreciation and irmpatrment
At 30 Septernber 2021 162 1146 2N 1579
Hypennflation restatement to 1 October 2021 - - - -
At 1 October 2021 62 1,146 27N 1579
Depreciation charge for the year 14 w2 0w B0
Impairment L8 69 & 85
Dispaosals (3} (146) 2n (180)
Reclassifications ‘ - (4] 1 3}
Exchange movements 8 33 0 5)
Af 30 Septernber 2022 181 1,200 301 1682
Net book value
At 30 Septernber 2022 625 880 154 1,659
13. RIGHT OF USE ASSETS AND LEASE LIABILITY
The movements in right of use assels in the year were as follows.
2023
Fixtures
Plant and and motor
£ million Property equipment vehicles Total
Netbook value -
At1October 2022 194 3 31 228
Addiiong 74 3 37 n
Acquisitions 50 ~ 2 84
Termnations and modifications 3) ~ (2} (s)
Depreclation and impairment (53) (Y] 28) (85)
Exchange movements (e) - 2) (8)
Al 30 September 2023 256 2 68 326
The movements in lease Labilities 1n the year were as follows
Lease
£ millian Liabilities
AtlQctober 2022 _ 248
Cash flow - [2)
Accretion of interest 10
New leases, terminations and modifications 106
Acquisttions 84
Exchange movernents (4]
A1 30 September 2023 349

The maturity profile and the future mimmurn lease paymenis of the carrying amount of the Group's lease habilities and the contractual
cash flows as at 30 September 2023 15 disclosed in hote 20
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The following are the amounts recognised (n the consolidated mcome statement:

£ millien 2023 2022
Expenses relating to short-term leases 4 3
Expenses relating to low value asset leases B 1 2
Depreciation and impairment expense of right of use assets 85 74
Interest on lease Labilities 10 6
The movements in right of use assets 1n the year ending 30 September 2022 were as follows'
2022
Fixtures
Plant and and motor

£ million Property equipment vehicles Total
Net book value
At Qctober 2021 . 202 6 34 242
Additions 57 1 1 69
Terminations and modificatons ] (E) - @ (5
Depreciaion i (56) {4} 04) (74
Exchange movernents 4 ~ 2 6
At 30 September 2022 194 3 3l 228
The movements in lease habilittes 1n the year ending 30 September 2022 were as follows:
£ million Lease

Liabilities
At 10October 2021 251
Cash flow (68)
Accretion of interest 6
New leases, terminations and modifications S4
Exchange movements >
At 30 September 2022 248

The maturity profile and the future rmunimum lease payments of the carrying amount of the Group's lease liabilites and the contractual

cash flows ag at 30 September 2022 1s disclosed in Note 20.
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14. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

The principal joint venture during the year was Global Horizon Ventures Limited. In the prior year, the entity held an intangible asset
relating te royalties ansing on the sales of a specific brand within Russia. Following the transfer of the Russian assets on 27 April 2022 these
royalties ceased and, therefore, the Group's share of this intangible asset was fully impaired.

Summarised financial information for the Group's joint ventures, which are accounted for using the equity methoed, 1s shown below.

2023
Glohal Horizan
£ million Ventures Others Total
Revenue 19 28 47
Profit after tax 13 &4 17
Non-current assets - 7 7
Current assets 56 49 105
Total assets 56 56 n2
Current liabilities %)) (a1) (48)
Non-current ligbilities - (14) 4}
Total liabilities N (55) [62)
Net assets 49 1 50
2032
Global Horizan

£ million Ventures DOthers Tatal
Revenue 23 27 50
Profit after tax ] 5 (2)
Non-current assets - 6 6
Current assets 62 44 105
Total assets 62 50 12
Current Labiities - 3= 39)
Non-current habilities 7] (10} a7
Total liabilities (w2} (49) (58]
Net assets 55 1 56
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Transactions and balances with joint ventures

£ million 2023 2022
Purchases from 4 n
Accounts payable to (2 3

Movement on investments accounted for using the equity method

£ milion 2023 2022
At 10ctober o 56 88
Share of pﬁ}/(ﬁsmr the year from joTnt_mE - - - 7 m
Share of profit for the year from associates 2 2
[ncrease 1n investiment in associates - 2
Impairment of investment in associates (2 (12)
Dividends ] ™ )]
Foreign exchange losses U] -
A1 30 September 55 56
15. INVENTORIES
£ million 2023 2022
Raw materials ] 1,159 Ele)
Work 1n progress 8 3
Finished inventones 3,106 2,969
Other inventores 176 188
4,522 4,140

Other inventories mainly comprise duty-paid tax stamps.
Within fimished inventones of £3,106 milhon {2022: £2,569 rmilhon) there 1s excise duty of £1,192 rrullion (2022: £1,255 rullion).

1t is generally recogrused industry practice to classify leaf tobanro nventory as a current asset, although part of such inventory, because
of the duration of the processing cycle ordinarily would not be consumed within one year. We estimate that around £337 mullion
{2022 £114 rnullion) of leaf tobacco held within raw materials will not be utihsed within a year of the balance sheet date.

16. TRADE AND OTHER RECEIVABLES

2023 2022
£ milion Current Mon-current Current Non-current
Trade recervables 2,21 3 2,262 3
Less: loss allowance (631 ) 76) 3
Net trade receivables 2,48 - 2186 -
Other receivables ] o 7 149 26 200 37
Prepayments 193 37 157 30

2,490 a3 2,543 &7
Trade receivables may be analysed as follows:

2023 2022
£ million Current MNon-current Current Newn-current
Within credit terms 1,996 - 2,084 -
Past due by less than 3 months - 121 - 93 -
Past due by more than 3 months 3 - 9 -
Amounts that are impaired 63 3 76

2,21 3 2,262 3
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The movements i1 the total loss allowance for receivables can be analysed as follows

£ million 2023 2022
At 1 October 79 71
Net (decrease)/increase in provision (13) 8
At 30 September 66 79

Trade receivables are reviewed by their nisk profiles and loss patterns to assess credit nsk. Historical and forward-looking information 1s
congidered to determune the appropnate expected credit loss allowance Provision levels are calculated on the residual credit nisk after
consideration of any credit protection which 15 used by the Group. Expected credit losses (ECLs}) are applied to net trade recervables which
are measured reflecting hifetime ECLs using the simplihed approach.

7. CASH AND CASH EQUIVALENTS

€ million 2023 2022
Cash at bank and in hand 683 703
Short-term deposits and other liquid assets 662 1147

1,345 1,850

£135 mulhon (2022 £144 million) of total cash and cash equivalents is held in countries in which prior approval is required to transfer the
funds abroad. Nevertheless, if the Group complies with these requirements, such hquid funds are at its disposition within a reasonable
period of ime which in all cases is three months or less from the date the transfer s requested

18. TRADE AND OTHER PAYABLES

2023 2022
£ million Current Nan-current Current Nen-current
Trade payables 1,507 - 1,345 -
Duties payable 5,297 ~ 5,453 -
Other taxes and social security contributions 1,375 - 1412 -
Other payables 526 - 500 -
Aceruals 874 27 796 10

9,579 27 3,506 0
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19. BORROWINGS

The Group's borrowings held at amortised cost, are as follows

£ million 2023 2022
Current borrowings

Bank loans and overdrafts B 49 27
Capital market 1ssuance:

$354 million 3.5% notes due February 2023 - 322
€750 million 1125% notes due August 2023 _ ) - 662
£600 million 8125% notes due March 2024 627 -
$1000 milhon 3125% notes due July 2024 823 -
Total current borrowings 1,499 1,01
Non-current borrowings

Bank lcans o 2 1
Capital markel 15suance.

£600 mullion 8.125% notes due March 2024 - 626
$1,000 million 3125% notes due July 2024 - 910
€500 mullion 1.375% notes due January 2025 437 445
$1,500 mullion 4.25% notes due July 2025 1,236 1,367
€650 mullion 3 375% notes due February 2026 574 584
$750 mullion 3.5% notes due July 2026 617 682
£500 milhon 5.5% notes due September 2026 500 500
€750 rmullion 2 125% notes due February 2027 657 670
$1,000 mullion 6.125% notes due July 2027 822 308
$1,000 million 3.875% notes due July 2029 7 822 _s09
€950 mllion 5 25% notes due February 2031 838 -
£500 muilhen 4.875% notes due June 2032 505 505
€1,000 mullion 1.75% notes due March 2033 872 839
Total non-current berrowings 7,882 84996
Total borrowings 9,381 10,007
Analysed as o

Capital market 1ssuance 9,330 9,979
Bank loans and cverdrafts 51 28

Current and non-current berrowings include interest payable of £33 million (2022: £2 rrullion) and £96 millicn (2022: £104 mullion)

respectively as at the balance sheet date.

Interest payable on capital market 1ssuances are at fixed rates of interest and interest payable on bank loans and overdrafts are at floating

rates of interest.

On 13 February 2623, 8354 mullion {(£292 mullion equivalent) 3.5% notes were repaid. On 15 February 2023, €600 rmullion (£533 rulhon
equivalent) 5.25% notes were 1ssued. On 14 August 2023, £750 rmullion (£646 rmilhon equivalent) L125% notes were repaid On 12 September
2023, €350 rmullion (301 millon equivalent) 5.25% notes were issued, supplementary to the 15 February 2023, €600 mullion 1ssue.

All'sorrowings are unsecured and the Group has not defaulted on any borrowings during the year (2022 rio defaults)

The maturity profile of the Group's bends and the contractual cash flows as at Septemnber 2023 15 disclosed 1n Note 20
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Fair value of borrowings

The fair value of borrowings as at 30 September 2023 15 estimated to be £8,669 rmullion 2022, £9.030 rullion). £8617 million (2022 £9,002 rrullion)
relates to capital market 1ssuance and has been determined by reference to market prices as at the balance sheet date. A companson

of the carrying amount and fair value of capital market 1ssuance by currency 1s provided helow. The fair value of all other borrowings 1s
considered to equal thewr carrying amount.

2023 2022
Balance sheet Balance sheet
£ million amount Fair value amount Fair value
GBP 1,632 1,524 1,631 1457
EUR ) 3,378 2,996 3,250 2,777
usD 4,320 4,097 5,098 4,768
Total capital market issuance 9,330 8,617 9979 9,002
Undrawn revolving credit facilities
At 30 Septernber the Group had the following undrawn comrnitted facilities:
£ million 2023 2022
Amounts maturing.
In less than one year 550 _
Between one and two years 159 -
Between two and five years 2,866 3091
3,575 3,091

During the year the matunty of £3 125 mullion of the Group's syndicated multicurrency facihty of €3,493 miliion (2022 €3,500 mullion) was
extended to 30 September 2026. Cne syndicate member opted nat to extend their participation of €184 million which has a matunty date of
30 Septermnber 2025. One syndicate member opted not to extend thewr participation of €184 million which has a maturity date of 30 March
2026. One syndicate member sold their parnicipation of €125 rrullion and one syndicate member sold their participation of €184 million.
Twa syndicate members increased thew parhicipations from €125 mulhon to €184 million and a new syndicate member jomed with a
participation of €184 million,

During the year three new bilateral facilities for a total £550 million, all maturing 1n September 2024, were arranged

20. FINANCIAL RISK FACTORS
Financial risk management

Dverview

In the normal course of business, the Group 1s exposed to financial risks mecluding, but not lmited to, market, crecit and hquidity nisk.
This note explains the Group's exposure 1o these rnisks, how they are measured and assessed, and summanses the policies and processes
used to manage them, including those related to the management of capital

The Group operates a centralised treasury function which 1s responsible for the managernent of the financial risks of the Group, together
with 1ts financing and hiquidity requirements. Financial risks comprise, but are not hmited to, exposures to funding and hquidity, interest
rate, foreign exchange and counterparty crecht risk. The treasury function is also responsible for the financial risk management of the
Group's global defined benefit pension schemes and management of Group-wide insurance programmes. The treasury function does not
operate as a profit centre, nor dees it enter into speculative fransactions

The Group's treasury activities are overseen by the Treasury Commuttee, which meets four imes per year and compnses the Chief
Financtial Officer, the Director of Treasury, the Group Finance Director, the Chief Legal and Corporate Affairs Officer, the Chief Strategy and
Development Officer and three Group Regional Finance Directors The Treasury Commutiee operates 1n accordance with the terms of
reference set out by the Beard and a policy (the Treasury Operations Pelicy) which séts out the expectations and boundanes to assist 1n the
effective overs:ght of treasury activities.

The Beard reviews and approves all major treasury decisions

The Group'’s management of financial risks covers the following
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(A) Market risk

Price risk

The Group is not exposed to equity secunties price risk other than assets held by 1ts pension funds disclosed in note 23 and an equity
holding in Oxford Cannabineid Technologies PLC. The Group 1s exposed to commodity price risk in that there may be fluctuations in

the price of tobaceo leaf. As with other agncultural commodities, the price of tobacco leaf tends to be cychical as supply and demand
consideratons influence tobacco plantings 1n those countries where tobacco 15 grown. Also, different reqions may expenence variations
in weather patterns that may affect crop quality or supply and so lead to changes in price. The Group seeks to reduce this price nisk by
sourcing tobacee leaf from a number of different countries and counterparties and by varying the levels of tobacco leaf held. Currently,
these techniques reduce the expected exposure 1o this risk over the short to medium term to levels considered not materiat and
accordingly, na sensitivity analysis has been presented

Foreign exchange risk
The Groups exposed to movernents in foreign exchange rates due toits commercial trading transactions and prefits denormmated 1n
foreign currencies, as well as the translation of cash, borrowings and dernvatives held in non-functional currencies.

The Group's financial results are principally exposed to fluctuations in euro and US dollar exchange rates. Management of the Group's
foreign exchange transaction and translation risk is addressed below

Transaction risk

The Group's material transaction exposures arise on costs denomunated in currencies other than the functional currencies of subsidraries,
including the purchase of tobacco leaf, which 1s sourced from various countries but purchased principally mn US dellars, and packaging
materials which are sourced from vanous countries and purchased in a number of currencies. The Group 1s also exposed to transaction
foreign exchange risk on the conversion of foretgn subsidiary earnings into sterling to fund the external dividends to shareholders. Thisis
managed by selling euros and US dollars monthly throughout the year. Other foreign currency flows are matched where possible and
remaining foreign currency transaction exposures are not hedged.

Translation risk

The Group's currency mix of debt and related denivatives 1s held with consideration to the currency mix of its net assets and profits, which
are prirmarnily eures and US dollars. The Group issues debt 1n the moest appropriate market or markets at the time of raising new finance and
has a policy of using denvative financial instruments, cross-currency swaps, to change the currency of debt as required. Borrowings
denorminated in, or swapped into foreign currencies to match the Group's investments in overseas subsidiaries are treated as a hedge
agawnst the net investment where appropriate

Fareign exchange sensitivity analysis

The Group's sensitivity to foreign exchange rate movements, which impacts the translation of monetary items held by subsidiary
companies 1 currencies other than their functional currencies, 15 Ulustrated cn an indicative basis below The sensitivity analysis has been
prepared on the basis that net debt and the proportion of financial instruments in foreign currencies remain constant, and that there is no
change to the et investment hedge designations 1n place at 30 Septernber 2023. The sensitivity analysis does not reflect any change to
revenue or non-finance costs that may result from changing exchange rates, and wgnores any taxation impheations and offsetting effects of
mevements in the fair value of denvative financial instruments.

2023 2022
lncrease/

[decrease) Increase in
£ million in income incame
Income statement impact of non-functional currency forelgn exchange exposures
10% appreciatien of sterling against euro (2022 10%) ) _ 33 59
10% appreciaticn of sterling agamnst US dollar (2022, 10%) (9 2

An equivalent depreciation of sterling against the above currencies would cause a decrease in income of £41 mullhion and £11 rullion
increase for euro and US dollar exchange rates respectively (2022, £72 mullion decrease and £2 million decrease).

Maovements 111 equity In the table below relate to intercompany loans treated as quasi-equuty under [AS 21 and hedging instruments
designated as net investment hedges of the Group's euro and US dollar denominated assets,

2023 2022

Change in Change in

£ million equity equity
Equity impact of non-functional currency foreign exchange exposures’

10% appreciatian of sterling agawnst euro (2022, 10%) 1,035 621

10% appreciatian of sterling against US dollar (202. 10%) 205 276

An equivalent depreciation of sterling against the above currencies would result in a change in equuty of £{1266) rmullion and £(250) rmullion
for euro and US dollar exchange rates respectively (2022, £(759) rulhion and £(338) mullion)
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Al 30 Septernber 2023, after the effect of denvative financial instruments, approximately 111% of the Group’s net debt was denom:nated in
euro and non US dellar currencies (2022: 80%) and (1% 1n US dollars (2022 20%)

Interest rate risk

The Group's interest rate risk anses from 1ts borrowings net of cash and cash equivalents, with the primary exposures arising from
fluctuations in euro and US dollar interest rates. Borrowings at vanable rates expose the Group to cash flow interest rate risk. Borrowings at
fixed rates expose the Group to fair value interest rate risk

The Group manages 1ts exposure {o interest rate risk on 1ts borrowings by entering into derivative financial mstruments, interest rate
swaps, to achieve an appropriate mix of fixed and floating mnterest rate debt in accordance with the Treasury Operations Policy and
Treasury Commuittee discussions

As at 30 September 2023, after adjusting for the effect of denvative inancial instruments detailed in note 21, approximately 107% (2022 103%)
of reported net debt was at fixed rates of interest and (V)% (2022 (3)%) was at floating rates of interest. After adjusting for cash held in
subsidiary bank accounts and cash n transit, accrued interest, the mark to market of the derrvative portfolio and finance leases,
approximately 100% (2022 97%) of debt was at iixed rates of interest and 0% (2022: 3%) was at floating rates of interest.

Interest rate sensitivity analysis

The Group's sensitivity to interest rates on its euro and US dollar monetary items which are primarily external borrowings, cash and cash
equivalents, 1s lllustrated on an indicative basis below. The impact in the Group's income statement reflects the effect on net finance costs
n respect of the Group's net debt and the fixed to floating rate debt ratio prevailing at 30 September 2023, ignoring any taxatien implications
and offsetting effects of movements in the fair value of denvative financial instruments.

The sensitivity analysis has been prepared on the basis that net debt and the denvatives portfolio remain constant and that there is no net
impact on other comprehensive income (2022 £nil).

2023 2022

Change in Changein

£ rmillion income inCcome
Income statement impact of interest rate movermnents

+/- 1% increase in euro mnterest rates (2022 1%) 12 13

+/- 1% increase 1n US dollar interest rates (2022 1%) 9) (C)

{B) Credit risk

IFRS 9 requires an expected credit loss (ECL) model to be applied to financial assets. The expected credit loss model requires the Group to
account for expected losses as a result of credit risk on 1nitial recognition of financial assets and to recognise changes in those expected
credit losses at each reporting date. Allowances are measured at an amount equal to the lifetime expected credit losses where the credit
risk on the receivables increases significantly after initial recognition The Group is primarily exposed to credit risk ansing frem the
extension of credit to 1ts customers, on cash deposits and denvatives. The maximum aggregate credit risk to these scurces was

£4507 rmullion at 30 September 2023 (2022 £5151 mullion).

Trade and other receivables

Policies are 1n place to manage the nsk asscciated with the extension of credit te third parties to ensure that commercial intent 1s balanced
effectively with credit sk management. Subsidianes have policies in place that require appropnate credit checks on customers and credit
15 extended with consideration to financial nsk and creditworthiness. If a customer requires credit beyond an acceptable limit, security may
be put in place to mururmise the financial impact in the event of a payment default. Instruments that may typically be used as secunty
include non-recourse recervables factoring and bank guarantees At 30 September 2023 the level of trade receivables that were sold tc a
financial institution under a non-recourse factoring arrangement, and subsequently derecogrused totalled £570 million (2022 £570 milhon)
The total value of trade recervables reclassified as fair value was £22 mullion at 30 Septernber 2023 (2022: £50 mullion). There was no
valuation difference between amortised cost and fair value Analysis of trade and other receivables is provided in note 16.

Financial instruments

In order to manage its credit risk to any one counterparty, the Group places cash deposits and enters inte denvative financial instruments
with a diversified group of financial instiiutions carrying suitable credit ratings in line with the Treasury Operations Pelicy. Utilisation of
counterparty credit limuts 1s regularly monitored by treasury and ISDA agreements are in place to permut the net settlement of assets and
liabihiies in certam cucumstances During the year the Group terminated one collateralised trade held under an [SDA Credit Support Annex
and as at 30 September 2023 had placed collateral of £nil (2022 £12 million) w:ih a third party :n order to manage their counterparty risk on
the Group under dervative financial instruments.
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The table below summarises the Group's largest exposures to financial counterparties as at 30 Septernber 2023. At the balance sheet date
management does not expect these counterparties 1o default on their current obligations.

2023 2022

Maximum Maximum

exposure to exposure to

eredit risk credit risk

Counterparty exposure £ million £ million
Highest n 136
2nd highest 104 135
3rd highest 84 128
4th hughest 83 127
5th highest 80 N4

These exposures are held with counterparties with investment grade credit ratings or in money market funds with a AAA ratng.

(C) Liguidity risk

The Group is exposed to iquidity nsk, which represents the risk of having insufficient funds to meet 1ts financing needs 1n any particular
location when needed. To manage this risk the Group has a pohey of actively maintaining a mixture of short, medium and long-term
comrmtted facihities that are structured to ensure that the Group has sufficient available funds to meet the forecast requirements of the
Group over the short ta medium term. To prevent over-reliance on individual sources of hquidity, funding 1s provided across a range of
mstruments including debt capital market 1ssuance, bank term loans, bank revolving credit facilities and Eurcpean commercial paper.

The Group primarily borrows centrally in order to meet forecast funding requiremnents, and the treasury function is in regular dialogue with
subsidiary compames to ensure their hquidity needs are met. Subsidiary companies are funded by a combination of share capital and
retained earnings, ntercompany loans, and in very limited cases through external local borrowings. Cash pooling processes are used to
centralise surplus cash held by subsidiaries where possible in order to minimise external barrowing requirements and interest costs.
Treasury invests surplus cash in bank deposits and money market funds and uses foreign exchange contracts 1o manage short term
hquidity requiremnents in line wath short term cash flow forecasts As at 30 September 2023, the Group held hquid assets of £1,345 millien
{2022: £1,850 mulion).

The table below summanses the Group's non dernvative financial habilimes by maturity based on their contractual cash flows as at
30 September 2023 The amaunts disclosed are undiscounted cash flows calculated using spot rates of exchange prevailing at the relevant
balance sheet date. Contractual cash flows in respect of the Group's dervative financial instruments are detalled innote 21

2023
Contractual
Balanee sheet cash flows Between 1and Between 2 and
£ million amount tatal <1year 2 years 5 years > 5 years
Non-derivative financigl habihties: )
Bank loans 51 51 49 2 - -
Capital market issuance 9,330 10,663 1,767 1,951 3,651 3,294
Trade payables 1,507 1,507 1,507 - - -
Lease habilities 349 406 82 70 N4 140
Total non-denvatve financial habilities 1,237 12,627 3,405 2,023 3,765 3,434
2022
Cantractual
Balance sheet cash flows Between land  Between 2 and
£ million ampunt total <1 year 2 years S years > 5 years
Non-derivative financial habilities:
Bank leans 28 28 27 1 - -
Capital market 1ssuance 948979 1,440 1349 1,830 5710 2,551
Trade payables - o 1345 1,345 ) __],_345 - - -
Lease Liahbilities 248 289 B4 56 B4 85
Total non-denivative financial habihties 1,600 13,02 2,785 1,887 5,794 2,636
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Capital management

The Group defines capital as adjusted net debt and equity and manages 1is capital structure through an appropriate balance of debt and
equity in order to drive an efficient mix for the Group. Besides the minirmum capitalisation rules that may apply to subsidiaries in certain
countries, the Group's only externally imposed capital requirernents are interest cover and gearing covenants contamed withun its core
external bank debt facilities, with which the Group was fully comphant during the current and prior periods and expects tc be so going
forward. Management have assessed that the ikelihood of a future covenant breach 1s remote.

The Group continues to manage 1ts capital structure to maimntain investment grade credit raings which 1t monitors by reference to a
number of key financial ratios, including ongoing consideration of the return of capital to shareholders via reqular dividend payments and
share buybacks and i on-going discussions with the relevarit rating agencies.

As at 30 September 2023 the Group was rated Baa3/stable outlook by Moody's Investor Service Ltd, BEB/A-2/stable outlook by Standard and
Poor's Credit Market Services Europe Limited and BBB/F2/stable outlook by Fitch Ratings Limited.

The Group regards 1ts total capital as follows,

£ million 2023 2022
Adjusted net debt 8,026 8054
Equity attnbutable to the owners of the parent 6,021 6,860
Total capital 14,047 14,914

Hedge accounting

The Group has investments in foreign operanons which are consohdated in 1ts financial statements and whose functional currencies are
euros or US dollars. Where 111s practicable and cost effective to do so, the foreign exchange rate exposures arising from these investments
are hedged through the use of cross-currency swaps, foreign exchange swaps and foreign currency denomunated debt

The Group only designates the undiscounted spot element of the cross currency swaps, foreign exchange swaps and foreign currency debt
as hedging instruments. Changes in the fair value of the cross currency swaps and foreign exchange swaps attributable to changes in
interest rates and the effect of discounting are recognised directly in profit or loss within the "Finance costs” ine. These amounts are,
therefore, not included in the hedge effectiveness assessment.

Netinvestment gains and lesses are reported 1n exchange movements within other comprehensive income and the hedging instrument
forewgn currency gains and losses deferred to the foreign currency revaluation reserve are detailed 1n the statement of changes 1n equity.

The Group estabhishes the hedging ratio by matching the nohonal balance of the hedging instruments with an equal notional balance of the
net assets of the foreign operation. Given that only the undiscounted spot element of hedging instruments 13 designated in the hedging
relationship, no ineffectiveness is expected unless the notional balance of the designated hedging instruments exceeds the total balance of
the foreign operation’s net assets during the reporting period. The foreign currency nsk compenent is determined as the change in the
carrying amount of designated net assets of the foreign operation ansing solely from changes in spot foreign currency exchange rates.

All net investment hedges were fully effective at 30 September 2023

The following table sets out the matunty profile of the hedging instruments used in the Group's net investrment hedging strategies

2023
Total Maturity
notional Between 1 and Between 2 and
£ million balance <1 year 2 years S years 3 5 years
Bonds 3,897) - (433) {2,645) (819)
Cross-curtency swaps ) ) (5.986) 0.447) 0,214) asny  0,354)
Faoreign exchange swaps (541} {541) - - -

(10,424) (,988) 0.647) (4,616) (2173)

2022
Total Maturey

notioral Betweenland Between 2 ang
£ millisn halanca <1 year 2 years 5 years > 5 years
Bonds (5,378) (9824 {906) (3,490) -
Cross-Ccurrency swaps (3,623) - N473) (1,596) (552)
Foreign exchange swaps (273) (273) - - -
(9,274) 1,255) (2,381] (5086) (552}
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The following table contains details of the hedging instruments and hedged 1tems used 1 the Group's net investrment hedging strategies

2023

Carrying amount Changes in fair

valug used for
calculating

Notional hedge in-
£ milian balance Assets Liabilities Balance sheet line item effectiveness.
Hedging instrument:

Bends 3,897 - 3,929 Borrowings 338

Cross-currency swaps 5,986 - 249 Derivative financial instruments 75

Foreign exchange swaps 541 1 = Derivative financial instruments 14
Hedged rtem:

investment im a fareign operation n/a 10,424 - 427

2022

Carrying amount Changes in far

value used for

calculating

Notional hedge in-
£ million balance Assets Liabilities Balance sheet line item effectiveness
Hedging instrument
Bonds 5378 - 5,414 Borrowings (532)
Cross-currency swaps 36235 - 331 Denvative financial instruments mn
Forelgn exchange swaps 273 - 7 Derivative financial instruments -
Hedged 1temr
Investment 11 a foreign operation n/a 9,274 - (649)
Reconciliation of changes in the value of net investment hedges:

2023
At the Other
beginning of Income  comprehensive Designations/ At the end
£ million the year statement income [de-designations) of the year
Denvatives in net investment hedges of foreign cperations (338) 1 89 - (248)
Bonds 1n net investment hedges of foreign operations (5,414) (53] 338 1,150 (3,929)
Total (5,752) 2) 427 1150 &
2022
At the Other
beginning of Income comprehensive Designations/ At the end
£ milign the year statement income (de-designations) of the year
Derivatives mn net investment hedges of forelgn cperations {(214) (2] m7 - (338)
Bonds in net investment hedges of foreign operations (5,286) (3 (532) 407 (5474)
Total (5,500) (0] {649) 407 (5.752)

The Group also treats certain permanent intragroup loans that meet relevant qualifying criteria under IAS 21 as part of its net investment in
foreign operations where approprate. Intragroup loans with a notional value of €3714 mullien (£3,217 mullion equivalent) (2022 €674 million
(£595 millicn equivalent)) were treated as part of the Group's net investment in foreign operations at the balance sheet date.
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CONSOLIDATED FINANCIAL STATEMENTS continued

NOTES TO THE FINANCIAL STATEMENTS continued

Fair value estimation and hierarchy

All financial assets and liabilities are carned on the balance sheet at arnortised cost, other than derivative financial instruments which are
carried at fair value. Denvative fair values are determined based on observable market data such as yield curves, foreign exchange rates
and credit default swap prices to calculate the present value of future cash flows associated with each denvative at the balance sheet date
{Level 2 classification hierarchy per [FRS 7} Market data is sourced through Bloomberg and valuations are validated by reference to
counterparty valuations where approprnate. Some of the Group's denvative financial instruments contain early termination options and
these have heen considered when assessing the element of the fawr value related to credit nsk On this basis the reduction i1 reported net
denvative labihties due to credit nsk 1s £2 mullion (2022 £3 million) and would have been a £5 million (2022, £8 muthon) reduction without
cansidenng the early terminaticn options. There were no changes to the valuaton methods or transfers between hierarchies during the
year. With the exception of capiial market issuance, the fair value of all financial assets and financial habilities 1s considered approximate
to their carrying amount as outhned 1in note 20.

Auxly Cannabis Group Inc.

The Group has mvested CAD 123 mulhon inte Auxly Cannalis Group Ine by way of a debenture convertible to equity at a conversion price of
$0.81 per share. Following a two year extension to the repayment date which was agreed 1n July 2023, repayment cf the debenture 15 now
repayable on 25 September 2026. The debenture 1s valued as a loan recetvable measured on the basis of discounting future cash flows ata
rate of 14% {2022: 14%) plus the apphcation of an expected credis loss provision. At 30 Septermnbey 2023 the lcan was held at a fair value of £nil
{30 Septemnber 2022 £17 mullion} follewing an increase in the expected credit loss provision to £70 million (30 September 2022, £53 mullion).
The expected credit loss provision increase reflects changes in the counterparty credit nsk

Netting arrangements of financial instruments

The foliowing tables set out the Group's financial assets and financial rabilities that are subject to netting and set-off arrangements.
Financial assets and liabilities that are subject to set-off arrangements and disclosed on a net basis in the Group's balance sheet primarly
relate to collateral in respect of one derivative financial instrument under an ISDA Credit Support Annex.

2023
Gross
Gross collateral  Net financial Related
financial assets/ assets/  amounts not
assets/ (liakilities) (fiabilities] per  set-off in the
£ million (liabilities) set-off balance sheet halance shegt Net
Assets
Derivative financial instruments 950 - 950 (817) 133
Liabilities
Denvative financial instruments {1,003) - 0,003) 817 nse)
2022
Cross
Crass collateral Net financial Related
financial assets/ assets! amounts not
assets! (iabilities)  (liabilities) per  set-offin the
£ million Uiabihities) set-off  balance sheet  balance sheet et
Assets
Dervative financial mstruments 1,.05] 02} 1,039 (948) AN
Liabilities
Derivative financial iInstruments 0,138) 12 0,126) 948 (178}
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The table below sets out the Group's accounting classification of each class of financial assets and Labilities

2023
Fair value Fair value Assets and
through through other liahilities at
income comprehensive amortised
£ million statement income cast Tatal Current MNon-Current
Trade and other receivables - - 2,323 2,323 2,297 26
Cash and cash equivalents B - - 1,345 1,345 1,345 =
Denvatives 949 1 - 950 126 824
Total financial agsets 949 1 3,668 4,618 3,768 850
Borrawings - - {9,381) (9,381 (1,499) (7.882)
Trade and other payables - - (8,705) (8,705) (8,705) -
Derlvatives (754) (249) - (1,003) 74) (829)
Lease liabilities - - {349) (349) (£:1)] (268)
Total financial habihities (754) (249) (18,435) (19,438) (10,459) (8,979)
Total net financial assets/(liabilities) 195 [248) 14,767 14,820 (6,691) 8,129
2022
Farr value Fair value Assets and
thraugh through other lishilities at
mcome  comprehensive amaortised
£ mithan staternent income cost Total Current Non-Current
Trade and other recervables 7 - 2406 2423 2,386 37
Cash and cash equivalents - - 1,850 1,850 1,850 -
Derlvatives 1,039 - 1039 54 985
Total financial assets 1,056 - 4,256 5312 4,290 1,022
Borrowings - - (10,007} (10,007 0,0m (8,996}
Trade and other payables - {8710} 870) B70) -
Denvatives (788) 338) (1,126) 54) 0,07
Lease liabilities - - (248) (248) (58) (120}
Total financial habilities {788) (338} (18,965) (20,091) (9,833) (10,258)
Total net Tinancial assets/(liabilines) 268 (338) (14,709) 04,779) (5,543) (9,238)

Dernvatives classified as fair value through other comprehensive income relate to cross currency swaps and foreign exchange swaps
designated as hedges of foreign currency denominated net mvestments The Group only designates the undiscounted foreign exchange
spot element of these dernvative instruments and the changes in fair value related to this element are posted 1o other comprehensive
ineceme. Changes in the fair value of these denvative instruments attributable to changes 1n interest rates and the effect of discounting
are recognised in the income statement. The Group also designates certain bonds as hedges of foreign currency denominated net
investments and the foreign exchange revaluation of those bonds is recognised in other comprehensive income. The carrying value at
30 Septernber 2023 of those bonds included 11 the above table is £3 928 rullion (2022 £5,414 millien). All of the Group's net investment

hedges remain effective.
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21. DERIVATIVE FINANCIAL INSTRUMENTS

The Group's derivative financial instruments held at fair value, are as follows.

2023 2022
£ million Assets Liabilities Net Fair Value Assets Liabilities Net Far Value
Current derivative financial instruments
Interest rate swaps 30 (66) (35) 6 (36) (30}
Foreign exchange contracts 12 3] 7 Ell [13) 8
Cross-currency swaps 84 (103) (19 17 )] 12
Total current derivatives 126 74) (48) o4 B4) -

126 Q74) (48) 54 (54) -

Non-current derivative financial instruments
Interest rate swaps 745 (652) 93 680 (746) {66)
Cross-currency swaps 79 a7 (98) 305 (338) (33)
Total non-current dernvatives 824 {829] 5} 885 (,084) (29
Collateral' - - - - 2 12

824 {829) (5) 985 1072 87
Total carrying value of derivative financial instruments 950 ,003) (53) 1,039 0,128} 87
Analysed as
Interest rate swaps 775 (718) 57 636 (782) (96)
Foreign exchange contracts 12 5] 7 3] 03} B
Cross-currency swaps 163 {280) m7 322 (343) 21
Collateral! - - - - 12 12
Total carrying value of dervative financial instruments 950 (1,003) (53) 1.039 (1126) 8N

1 Colatera. depasied agamnst denvative financial Jabiiiesinider the terms and conditions of an [SDA Credit Support Annex

Fair values are determuned based on observable market data such as vield curves, foreign exchange rates and credit default swap prices to
calculate the present value of future cash flows asscciated with each denvative at the balance sheet date. Market data 1s sourced froma
reputatle financial data provider and valuations are validated by comparison to counterparty valuations where appropriate. Some of the
Group's denvative financial instruments contain early termination options and these have been considered when assessing the elernent
of the fair value related to crecut risk. On this basis the reduction in reported net derivative hiabilities due to credit risk 1s £2 mullion

(2022: £3 million) and would have been a £5 rmullion (2022 £8 milhon) reduction without considering the early termuination options.

The classification of these denvative assets and habihties under the IFRS 7 fair value herarchy 1s provided in note 20.

Maturity of obligations under derivative financial instruments

Denvative financial instruments have been classified in the balance sheet ag current or non-current on an undiscounted contractual basis
based on spot rates as at the balance sheet date. For the purposes of the above and following analysis, maturity dates have been based on
the likehhood of any early termination cptions being exercised with consideration to counterparty expectations and market conditions
prevailing as at 30 September 2023 As at 30 September 2022 collateral transferred 1o counterparties in respect of denvative financial
habiines was classified consistently with the related underlying derivative. No collateralised trades are cutstanding as at

30 Septermnber 2023,

The table below summanses the Group's derivative financial mngtruments by maturity based on their remaining contractual cash flows as at
30 September 2023. The amounts disclosed are the undiscounted cash flows calculated usmng spot rates of exchange prevaling at the
relevant balance sheet date Centractual cash flows in respect of the Group's non derivative financ:al instruments are deta:led in note 20.

2023
Contractual
Balance sheet cash flows Betweenland Between 2 and

£ million amount total <} year 2 years S years 5 years
Net settled denvatives 57 200 3) 34 143 26
Gross settled denvatives o) - - - - -
* receipts - 17,822 5,429 4,010 5,283 3,00
= payments - 07.675) (5,374) 3,941) (5.247) 3,13}
(53) 347 52 103 179 13
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2022

Contractual
Balance sheet cash flows Betweenland  Between 2 and
£ million amount total <l year 2 years S years >3 years
Net settled derivatives 84) (321 D) B4) (on (85)
Gross settled denvatives (3) - - - - -
*receipts - 9,890 1934 3,293 4,059 604
* payments - (8,635) (1,821) (3201 (3.944) (639)
(87) (66) 12 28 4 (120}

Derivatives as hedging instruments

As outlined in note 20, the Group hedges its underlying interest rate exposure and foreign currency translation exposures in an efficient,
cornmercial and structured manner, primarily using interest rate swaps and cross currency swaps. Foreign exchange contracts are used to
rmanage the Group's short term Liquidity requurermnents in line with short term cash flow forecasts as apprepnate.

The Group does notapply cash flow or fair value hedge accounting, as permitted under IFRS 9, which results in fair value gains and losses
attributable to dervative financial instruments being recegnised in net finance costs unless they are designated as hedges of anet
investment in foreign operations, in which case they are recognised 1n other comprehensive income.

As aresult of the discontinuation of GBP LIBOR in December 2021 and USS$ LIBCR discontinuation in June 2023, the Group amended all
GBP LIBOR denvatives to reference the daily risk free rate of SONIA instead of GBP LIBOR and all USS LIBOR derivatives were amended to
reference the daily sk free rate of SOFR instead of USS LIBOR. There are no changes pending for EUR derivatives. These changes did not
impact the Group's commercial hedging strategy and they did not have a material financial impact.

Interest rate swaps

To manage interest rate risk on 1ts borrowings, the Group 1ssues debt in the market or markets that are most appropnate at the time of
raising new finance with regard to currency, interest denormination or duration, and then uses interest rate swaps to re-base the debt into
the apprepriate proportions of ixed and floating interest rates, Interest rate swaps are also transacted to manage and re-profile the Group's
Interest rate risk over the short, medium and long tenm in accordance with the Treasury Committee framework and Treasury Committee
discussions, Fair value movements are recogrused in net finance costs in the relevant reporting period.

As at 30 September 2023, the notional armount of interest rate swaps outstanding that were entered into to convert fixed rate borrowings
into floating rates of interest at the time of raising new finance was £8111 mullion equivalent (2022: £9,578 rrullion equivalent) with a fair
value of £714 million hability (2022 £755 million hability). The fixed interest rates vary from 1.3% to 7.9% {2022 1.1% to 7.9%), and the floating
rates are based on EURIBOR, SONIA and SOFR

As at 30 Septermnber 2023, the notional amount of Interest rate swaps outstanding that were entered mto to convert the Group's debt into the
appropriate proportion of fixed and floaung rates to manage and re-profile the Group's interest rate risk was £11622 mulhicn equivalent (2022,
£11,548 mullion equivalent) with a faur value of £771 million asset (2022: £671 million asset). The fixed interest rates vary from 31% recervable
to 4.0% payable {2022 05% payable to 4.0% payable), and the floating receivable rates reference EURIBOR and SOFR. This includes forward
starting interest rate swaps with a total notional amount of £4,055 million equivalent (2022: £3,353 million equivalent) with tenors between 1
and 10 years, starting between October 2023 and May 2032.

Cross-currency swaps

The Group enters INte cross-currency swaps to convert the currency of debt into the appropriate currency with consideration to the
underlying assets of the Group as appropriate. Faw value movements are recogrused in net finance eosts in the relevant reporting period
unless the swaps are designated as hedges of a net investment in foreign cperations, in which case the fair value movernent attributable to
changes in foreign exchange is recognised 1n other comprehensive income.

As at 30 September 2023, the notional amount of cress-currency swaps entered Into to convert sterling debt into the desired currency
was £1,600 million (2022 £1,600 million) and the fair value of these swaps was £111 mullion net hability (2022, £232 mullion net liability);
the notionat amount of cross-currency swaps entered into to convert US dollar debt into the desired currency was $5250 rillion
(2022:$2,250 rull:on) and the fair value of these swaps was £6 million net liatihty (2022 £211 million net asset).

Fareign exchange contracts

The Group enters into foreign exchange contracts to manage short term ligudity requirements in hine with cash flow forecasts. As at

30 September 2023, the notional amount of these contracts was £2,020 million equivalent (2022: £1,662 million equivalent) and the fair value
of these contracts was a net asset of £7 rmlhon (2022 £19 million net asset).
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Hedges of net investments in foreign operations

As at 30 Septermnber 2023, cross currency swaps with a notional amount of €6,910 muthen (2022, €4,103 mullion) were designated as hedges of
net investments i foreign operations Dunng the year, foreign exchange translation gains amounting to £75 mullion (2022: £105 rullion
losses) were recogrused within exchange movements in other comprehensive income 1n respect of cross currency swaps designated as
hedges of a net nvestment 1n foreign operations. No hedging ineffecuveness cccurred during the year (2022; £nil).

As at 30 September 2023, foreign exchange swaps with a netional ameunt of €624 million (2022, €309 million) were designated as hedges of
net investments in foreign operations. During the year, foreign exchange translation gaimns amounting to £14 rmullion (2022 £12 mullion
losses) were recognised within exchange movements in other comprehensive income in respect of foreign exchange swaps that had been
designated as hedges of a net investment in foreign operations. No hedging ineffectiveness occurred during the year {2022 £nil)

The movements 1n other comprehensive tncome due to net investment hedging in the penod were as follows:

£ million 2023 2022
Foreign exchange gains/{losses) on borrowings 338 (532)
Foreign exchange gains/(losses) on denvative financial instrurnents 89 a7

427 (649)

22. DEFERRED TAX ASSETS AND LIABILITIES
Deferred tax relates to the following:

Consolidated Consolidated  Consclidated Cansolidated

income ncome balance balance
statement statement sheet sheet
£ million 2023 2022 2023 2022
Temporary differences on depreciation and amortisation ) 164 14 {76} (895)
Retirement benefits ~ )] “) 30 Clo))
Tax credits and losses 6 a7 282 278
Accruals, provisions and other temporary differences 3 41 186 185
Deferred tax (expense)/benefit 158 34
Net deferred tax {liabilines)/assets (218) (522}
Reflected in the consolidated balance sheet as follows
£ million 2023 2022
Deferred tax assets ) 653 439
Deferred 1ax Labilities } B8m {961
(218) (522)
Reconciliation of net deferred tax liabilities
£ million 2023 2022
At10ctaber (522) (479)
Credited to the tncome staterment ‘ 158 34
Credited/{charged) to other comprehensive iIncome 134 (55}
Credited to equity B 1 2
Acquisitions 05) -
Exchange movements 22 (18)
Other movements 4 (3]
As at 30 September {(218) (522]
Unrecogrised deferred tax assets
Gross Net Cross Net
€ rmllion 2023 2023 2022 2022
Tax losses . 235 62 278 &
Taxcredits 15 15 25 25
Other temporary d:fferences 84 24 71 20
334 101 374 120
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Analysis of unrecognised deferred tax assets by expiry date

Gross Net Cross et
£ million 2023 2023 2022 2022
Tax losses expiring: o )
Within 2-5 years - - 20 4
No expiry 235 62 258 7
235 62 278 75
Tax credits expirmg’
Within 1 year 15 15 22 22
Within 2-5years _ o - - - 1 1
No expiry o - - 2 2
15 5 25 25
Other temporary differences expinng
No expiry 84 24 7 20
84 24 7 20

In Decernber 2021, the OECD 1ssued model rules for a new global rmnimum tax framework (Pillar Two), applicable for multinational
enterprise groups with global revenue cver €750 rmillion The legislation implementing the rules in the UK was substantively enacted on

20 June 2023 and will apply to the Group from the financial year ending 30 September 2025 onwards. The Group has applied the mandatory
exception under [AS 121n relatien to the accounting for deferred tax assets and Iabihities anising from the implementation of the Pillar

Two maodel rules. The Group 18 reviewing this legislation and monitoring the status of implementation of the maodel rules cutside of the UK
10 assSess the potential impact.

Included within net deferred tax liabilities are deferred tax assets recogrised of £257 million {2022; £257 milhon) for tax credits ansing

in the Group's Spanish business, These tax credits have no time expiry. Utthsation of these tax credits 1s restncted to 50% of the Spanish
business's taxable profits ansing in any given year, those tax law restrictions extend the period over which the deferred tax assets would
otherwise be recovered. The Group considers there 1o be forecast future taxable profits which support the recognition of these long-term
deferred tax assets. The period over which these deferred tax assets are utihised is sensitive to forecasung assumptions about future growth
rates (which may be influenced by the future effects of chmate change) and regulatory changes. Any material effects of chmate change in
the long term could extend the penod over which the deferred tax asset will be recovered but as the tax credits do not expire, the Group
considers there is positive evidence that sufficient future taxable prefits would still be available. Based on arange of forecast scenarios
modelling sensitvities {including the future effects of clirnate change) these deferred tax assets are expected to be utihsed over a pencd of
18-22 years.

Included within net deferred tax Liabilities are deferred tax assets recognised for retirernent benefits of £88 million (2022, £55 rrullion)
arising in the Group's Genman business. These deferred tax assets are expected to be recovered both by way of utlisation against the
reversal of deferred tax liabilities of £40 mullion (2022 £20 mullion) arising 1n the Group's German business and by way of utilisation against
future taxable profits. The Group considers there to be forecast future taxable profits which support the recognition of these long term
deferred tax assets. Based on a range of forecast scenarios modelling sensitivities these deferred tax assets are expected to be recovered
over a pericd of 20-40 years corresponding to the life of the pension scheme,

Included within net deferred tax liabilities are deferred tax assets recognised for intangibles of £199 mullion (2022 £nil) arising in the Group's
Dutch business. These deferred tax assets are expected to be recovered by way of utihsation against future taxable profits. The Group
considers there to be forecast future taxable profits which support the recognition of these long terrn deferred tax assets. The period over
which these deferred tax assets are utihised 15 sensitive to forecasting assumptions about future growth rates and regulatory changes.
These deferred tax asseis are expected to be recovered over a period of 16 years corresponding to the hfe of the intangtbles.

We have reviewed the recoverahihity of deferred tax assets in overseas territones in light of forecast business performance. In 2023 we have
recognised deferred tax assets of £6 mullion that were previously unrecognised {2022 recognised deferred tax assets of £1 rmullion that were
previously unrecognised) on the hasis that it 1s more hikely than not that these are recoverable (2022: recoverable).

A deferred tax habihty of £40 million {2022, £43 million} 1s recogrised n regpect of taxation expected to anse on the future distnbution of
unremitted earnings totalling £2 billion (2022 £2 billion).

The temporary differences associated with investments in the Group's subsidhanes, associates and joint ventures for which a deferred tax
Lability has not been recognised 1n the periods presented, aggregate ta £1,215 mullion (2022, £1244 million) for which a deferred tax hiability
of £38 million (2022. £37 mullion) has not been recoamsed No liability has been recognised because the Group 1s 1n a position to control the
timning of the reversal of those temporary differences and 1t 1s probable that such differences will not reverse in the foreseeable future.

23. RETIREMENT BENEFIT SCHEMES

The Group operates a number of retiremnent benefit schemes for its employees, including both defined benefit and defined contribution
schemes. The Group's three principal schemes are defined benefit schemes and are operated by Impenal Tobacco Limuted (ITL) in the UK,
Reemtsma Cigarettenfabriken GmbH in Germany and ITG Brands in the USA; these schemes represent 64%, 15% and 9% of the Group's total
defined benefit obligations (2022, 62%, 15% and 10%) and 22%, 32% and 8% of the current service cost (2022, 31%, 32% and 10%) respectively
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Imperial tobacco pension fund

The UK scheme, the Impenal Tobacco Pension Fund ('[TPF"), was clesed to future accrual on 30 September 2023, All active members are
now enrolled into the defined contnbution scheme as of 1 October 2023 alongside all new employees that have joined since 1 October 2010.
Former active members of the defined benefit section of the [TPT are now deferred members who are able to draw their pension in the
same way as an existing deferred member and are in receipt of annual mflationary increases as existing deferred members. The closure to
future accrual resulted in a curtallment credit of £8 3 million 1n the 2023 income statement As part of the agreernent with active members
to close te future accrual, the company agreed a compensation package The main component included a nurmber of payrments to members
between October 2023 and Cctober 2025, for whuich the company has accrued £14.3 million in the 2023 income statement. The [TPF defined
benefit obligation comprises 80% i respect of pensioners and dependants, 20% in respect of deferred members and has a weighted average
matunty of 12 years.

The ITPF operates under trust law and 1s managed and administered by the Trustees on behalf of the mernbers in accordarice with the
terms of the Trust Deed and Rules and relevant legusiation. The ITFF assets are held by the trust.

The main risk for the company in respect of the ITPF 1s that additional contributiens are required 1if the agsets are not expected o be
sufficient to pay for the benefits. The investment portfolio 1s subject to a range of risks typical of the asset classes held, such as hqudity to
manage the Liability Driven Investment (LDI) portfolio, credit exposure within investment funds and exposure to the property market.

The ITPF holds a buy-in policy with Staridard Life as an asset; this covers around 61% of the pensioner defined benefit obligation. The buy-in
eliminates investment return, longevity, inflation and funding risks in respect of those benefits covered. The ITPF also has access to a loan
facility to provide short-term Liquidity to support the LDI portfolio in the event of significant changes in government bond yields.

The main uncertainties affecting the level of benefits payable under the ITPF are future inflation levels, as these impact increases to
pensions, and the actual longevity of the membership.

The contnbunons paid to the ITPF are set by the ITPF Scheme Actuary every three years. The Scheme Actuary 1s an external consultant,
appointed by the Trustees. Principal factors that the Scheme Actuary will have regard to include the covenant offered by the company,
the level of nisk in the ITPF, the expected return on assets, the results of the funding assessment on the Technical Provisions basis and the
expected cost of securing benefits if the ITPF were to be wound up.

The latest valuation agreed at 31 March 2022 reported a 118% funding ratio on the Technical Provisions basis. The company and Trustee
agreed to maintain the existing dynarnic contribution schedule, which means ITL's annual contributions will reduce or increase depending
on the ITPF valuation going forward. The level of ITL's annual contnbution to the ITPF was nut for the year to 31 March 2023 ITL expect to
pay £8.4 mullion 1n contrnibutions to an escrow account for the year to 31 March 2024, Further contributions were agreed to be paid by ITL in
the event of a downgrade of the Group's credit rating to non-investment grade by either Standard & Poor's or Moody's. In addition, a reduced
surety guarantee with a total value of £120 mullion was agreed (previously £225 mullon) and a parental guarantee from Imperial Brands PLC
remains in place. In certain circumstances, surplus funds in the defined benefit section of the ITPF may be used to inance defined
contribution section contributions on ITL's behalf with company contnbutions reduced accordingly,

The IAS 19 measurerment of the defined benefit chhigation 15 sensitive to the agsumptions made about future inflation as well as the
assumptions made about hfe expectancy. It 1s also sensitive to the discount rate, which depends on market yields on sterling denominated
AA corporate bonds The main differences between the Technical Provisions and 1AS 19 assumptions are a more prudent longevity
assumption for Techrucal Provisions and a different approach to setting the discount rate. A consequence of the ITPF's investment strateqy,
with a propertion of the assets invested in return-seeking assets, 1s that the difference between the market value of the assets and the

IAS 19 defined benefit obligation may be relatively volaule.

The ITPF has a pension surplus on the [AS 18 measure and, in ine with IFRIC 14, recognition of the net asset on the fund 15 only appropriate
where 1t can be recovered. The ITPF trust deed gives the company an abulity to receive a refund of surplus assets assurming the full
settlement of liabilities in the event of a wind-up. Furthermore, in the ordinary course of business the Trustee has no nights to unilaterally
wind up the ITPF or otherwise augment the benefits due to the ITPF's members. Based on these circumstances, any net surplus in the ITTPF
1s recognised in full.

The Reemtsma Cigarettenfabriken Pension Plan

The German scheme, the Reemtsma Cigarettenfabriken Penston Plan (RCPP). 15 primarily a career average pension plan, though a small
group of members has final salary benefits. The RCPP defined benef:t obligation comprises 53% in respect of pensioners and dependants,
24% in respect of deferred members and 23% 1n respect of active members and has a weighted average maturity of 16 years. The RCPP was
closed to new members from 1 January 2020, but ex:sung acuve members at that date cont:nue to accrue benefits.

The RCPP1s unfunded and the company pays benefits as they arise The RCPP obligations arise under a works council agreement and are
subject to standard German legal requirements arcund such matters as the benefits to be provided to employees who leave service, and
pension mncreases 1N payment. Over the next year Reemtsma Cigarettenfabnken GmbH expects 1o pay £24 mullion (2022 £23 mulhon) in
respect of benef.is

The main uncenainties affecting the level of benefits payable under the RCPP are future inflation levels, as these impact increases to
pensions, and the actual longewity of the membership

The IAS 19 measurement of the defined benefit cbligation and the current service cost are sensitive to the assumptions made about the
above variables, as well as the discount rate, which depends on market yields on euro denon:nated AA corporate bonds.
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ITG scheme

The main US pension scheme, held by ITG Brands 1s the ITG Scheme, 15 a defined benefit pension plan that 1s clesed to new entrants.

The ITG Scheme defined benefit obligation comprises 83% in respect of pensioners and dependants, 2% m respect of deferred members and
15% in respect of active members and has a weighted average maturity of nine years.

The ITG Scheme is funded and benefits are paid from the ITG Scheme assets Contributions to the plan are determined based on US
requlatory requirements. ITG Brands made no contributions this year and 15 not expected to make any contributions in the next year.

Annual benefits in payment are assumed not to increase from current levels The main uncertainty affecting the level of benefits payable
under the plan 15 the actual longevity of the membership. Other key uncertainties impacting the plan include mvestment risk and potental
past service benefit changes from future union negotiations.

The IAS 19 measurement of the defined benefit ohligation and the service cost are sensitive to the assumptions made about the above
variables, as well as the discount rate, which depends on market yields on US dollar denominated AA corporate bonds.

Other plans

Cther plans of the Group include varlous pension plans, other post-employment and long-term employee benefit plans in several countries
of operation. Some of the plans are funded, with assets backing the obligations held in separate legal vehicles such as trusts, whilst others
are gperated on an unfunded basis. The benefits provided, the approach to funding and the legal basis of the plans reflect their local
territories 1AS 19 requuires that the discount rate for calculating the DBO and service cost 1s set according to the level of relevant market
yields on corporate bonds where the market 1s considered "deep’, or government bends where 1t 1s not

For the year ended 30 September 2023 the Group included ne new schemes in the [AS 19 position that had not been previously reported in
the [AS 19 position or elsewhere in the financial statements.

The company agreed with the Trustees in Ireland to merge both defined benefit plans into a single trust and with the trustees in New
Zealand to fully close and wind-up the defined benefit plan.

The results of the most recent available actuarial valuations for the various plans have been updated to 30 September 2023 1n order to
determine the amounts to be included 1n the Group's consohidated financial statements. The aggregate [AS 19 position 1s as follows:

Defined benefit plans .
‘ o 2023 2022

£ millian DEO Assets Total 08O Assets Total

At10October (3,609) 3,541 (68) 5,319} 5,166 (153)
Consolidated income statement expense:

Current service cost 25) - (25) (49) - (49)
Settlerments gains/(losses) 2 (6) (&) 136 (139) (3}
Past service income/(costs) g - 9 2 - 2
Cost of termination benefits (5) - (3] (10} - (10}
Net interest (expense)/income on net defined benefit

(liability)/asset (65) 178 3 (99) 107 8

Administration costs paid from plan assets - (3) (5) - 5) )
Cost recognised In the income statement a7) (en
Remeasurements;

Actuarial loss due to liability experience 032) - (032) (94} - (94)
Actuarial gain due to financial assumption changes 234 - 234 1659 - 1,659

Actuarial gain due to demographic assumption changes - - - 10 - 8]

Return on plan assets excluding amounts included in net

interest (expense)/income above - {478) (478) - (0,499) 0,499)
Remeasurement effects recognised in other

comprehensive income (376) 76

Cash:

Employer contributions - 59 59 - 120 120

Employee contributions - - - m 1 -

Benefits paid directly by the company 265 (265) - k)l (3m -

Benefits paid from plan assets - - - - - -

Netcash 59 120

Immaterial benefit plans categorised as an 1AS 19 obligation [1:)) - 8) - - -

Exchange movements o4 (47 17 osn 101 (50)
Total other 9 (50)
At 30 September (3,370) 2,977 (393) (3,609) 3,541 (68)
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Retirement benefit scheme costs charged to operating profit

£ milhon 2023 2022
Defined benefit expense 1n operating profit 30 69
Defined contnbution expense in operating profit 15 5]
Total retirement benefit scherne cost in operating profit 46 85
Spht as follows 1n the consolidated income statement
£ millien 2023 2022
Cost of sales 15 25
Distribution, advertising and selling costs 20 39
Administrative and cther expenses mn 21
Total retirerment benefit scheme costs in operating profit 46 85
Assets and liabilities recognised in the consolidated balance sheet
£ million 2023 2022
Retirernent benefit assets 414 826
Retirement benefit habihties {807) {894}
Net retirermnent benefit hability {393) 68)
Key figures and assumptions used for major plans
2023 2022
£ millicn urless otherwise indicated ITPF RCPP  ITG Scheme ITPF RCPP ITG Scheme
Defined benefit obligation (DBC) 2,142 496 31 2,229 538 365
Fair value of scheme agsets (2,487) - 337) (2,958) - (405)
Net defined benefit (asset)/hability 339 496 (28) [729) 538 &0)
Current service cost 6 8 2 15 L5 3
Employer contributions 7 - 23 - 30 - -
%Glpal actuanal assumptions used (% per annum) ) -
Discount rate 5.6 4.2 5.7 53 37 54
Future salary increases n/a 3.5 nfa 27 3.7 na
Future pension ncreases 3.4 2.4 n/a 37 2.5 na
Inflation ) 3.4 2.4 2.3 37 25 23
2023
ITPF RCPP ITG Scheme
Male Female Male Fermnale Male Female
Life expectancy at age 65 years
Mermber currently aged 55 21.2 225 20.8 24.2 9.7 21.7
Mermkber currently aged 50 219 238 22.8 25.8 20.8 228
2022
ITRF RCPR 1TC Scherme
Male Female Male Fernale Male Fermale
Life expectancy at age 65 years.
Member currently aged 65 211 2.4 205 239 19.7 217
Mermber currently aged 50 218 237 226 256 208 229

Assumptiens regarding future mortality expernience are set based on advice that uses published statishes and experience m each terntory.
In particular for the [TPF, SAPS 83 (2022 SAPS S3) tables are used with vanous adjustments for different groups of members, reflecting
observed experience. The largest group of members uses the SAPS 53 All Pensioner Male Amounts Middle table with a 105% multipler.
An allowance for improvements in longevity 15 made using the 2021 (2022, 2021) CMI :mprovement rates with a long-term trend of

1.25% per annum.
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Sensitivity analysis for key assumptions at the end of the year

Sensitivity analysis is lustrative only and is provided to demonstrate the degree of sensitivity of resuits to key assumptions. Generally,
estimates are made by re-performing calculations with one assumption modified and all others held constant.

2023 2022
% increase in DBO ITPF RLPP ITS Scheme ITPF RCPP ITC Scheme
Discount rate: 0.5% decrease 5.6 8.1 4.5 B.1 95 49
Rate of inflation' 0.5% decrease (4.2) (5.71 n/a (49) 6.3) na
One year increase in longevity for a member currently

age 65, correspending changes at other ages 35 4.2 4.4 37 4.7 46

The sensitivity to the inflation assumption change includes corresponding changes to the future salary increases and future pension

increases assumptions, but is assumed to be independent of any change to discount rate.

We estimate that a 0.5% decrease 1n the discount rate at the start of the year would have increased the consolidated income statement

pension expense by approximately £12 mullion {2022: £22 million).

An approximate sphit of the major categones of ITPF scheme assets 15 as follows.

2023 2022
Percentage Percentage
of ITPF of ITPF
scheme scheme
£ million unless otherwise indicated Fair value assets Fair value assets
Bonds — index linked government / LDI funds 351 14.1 409 1“0
Bonds - corporate and other ) ) = - 34 1.0
Property including ground leases 488 19.7 604 200
Secured finance and private debt funds 620 250 827 280
Insurance contract (buy-n pohey) 1,044 421 1,058 6.0
Other — including cash and short-term loan drawings 22) (0.9) 26 10
2,481 100.0 2,958 100.0
The primary investment objective 15 to invest the ITPF's assets in an appropriate and secure manner such that members' benefit
entitlements can be paid as they fall due
The majonty of the assets are non-quoted. The ITPF holds £nil of self-invested assets (2022: £mil).
An approxumate split of the major categories of ITG Scheme assets 1s as follows:
2023 2022
Percentage Percentage
of ITG af ITG
Scheme Scheme
£ million unless otherwise indicated Fair value assets Fair value assets
Bonds — government, corporate and other 203 60.2 129 39
Other —including derivatives, commodities and cash 134 39.8 275 68
337 100.0 405 1000
The majonty of the assets are non-guoted.
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24, PROVISIONS

2023

Employment

related
£ million Restructuring claitns Other Total
At 1October 2022 286 59 81 426
Additional previsions charged to the consclidated income statement - 106 40 146
Arnounts used {100) 9 08) 027)
Unused amounts reversed - 02) [8) (20)
Exchange movements (6) - (3) an
At 30 Septernber 2023 180 144 90 814

Analysed as:

£ million 2023 2022
Current 148 203
Non-current 266 223
414 426

Restructuring provisiens relate mainly to our 2021 Strateqic review programme and other programmes (see note 5).

The restructunng provision 1s sphit between 2021 Strategic review programme of £88 rmullion (2022, £155 rullion) and other programmes of
£92 million (2022 £131 rmullion)

Employment related claims provisions include £31 mutlion (2022 £37 mullion) relating to local employment requirements including heliday
pay and £28 mullion (2022 £21 millicn) of distribution requirements relating to employment and duty. An amount of £85 mithion (2022 £nil)
has been provided for employment related claims ansing from a number of legacy legal disputes, Although the company contnues to
appeal a number of these claims, 1n the current year the Group has resolved to engage with certain counterparties where a valid claumn has
been established. There are uncertainties relating to the estimation and quantification of this provision and amounts may change 1n the
future, but any provisions are expected to be utthsed within the next 2 years.

Other provisions include £38 million (2022, £46 mullion) relating to vanous local tax or duty requirements, £8 mullion (2022, £21 million) of
market exit provisions and £30 rmuillion for factory closure provisions (2022 £nl).

The provisions are spread throughout the Group and payment will be dependent on local statutory requirements

Most of the other provisions will also be utilised within the next two years, though certain employee related provisions may be required to
be held for a peniod of up to 10 years.

25. SHARE CAPITAL

2023 2022
Ordinary shares Qrdinary shares
10p each 10p each
Number £ million Number £ million

Authonsed, 1ssued and fully paid
1 October 1,020,697,237 103 1,020,697,237 103
Shares cancelled {52,107,043) (B) - -
30 Septernber 968,590,194 a7 1,020,697,237 103

During the period a share buy back scheme was initiated and 52,107 043 10p shares were repurchased for a cost of £1,000 mullion.
Upon completian of the purchase, these shares were cancelled and transferred to the capital redemption reserve. The stamp duty costs
were £5 million and the fees charged for the share repurchase were £1 million.

On 6 March 2014, 31,942 881 shares held in treasury were cancelled creating the cap:tal redemption reserve, and between September 2017
and December 2017, 4,873,916 shares were cancelled increasing this reserve

26. SHARE SCHEMES
The Group operates four types of share-based incentive programmes, designed to incentivise staff and to encourage them to buld a stake in

the Group.

Share matching scheme
Awards are made to eligible employess whao are invited to Invest a propaortion of their eligible banus in shares for a period of three years,
after which matching shares are awarded on a 11 ratio, plus dividend equivalents.

Long term incentive plan (LTIP)
Awards of shares under the LTIP are made to the Executive Directors and senior executives at the discretion of the Remuneration
Commuttee. They vest three years after grant and are subject to perfermance critena. Dividend equivalents accrue on vested shares.
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Sharesave plan
Options are granted to eligible employees who participate in a designated savings scheme for a three year period. Historically they were
also granted for a five year period.

Discretionary share awards plan (DSAP)

Under the DSAP, one-off conditional awards are made to individuals to recognise exceptional contributions within the business, Awards,
which are not subject to performance conditions and under which vested shares do not attract dividend roll-up, will normally vest on the
third anniversary of the date of grant subject to the participant's continued employment. The hmit of an award under the DSAP 13 capped at
25% of the participant’s salary at the date of grant. Shares used to settle awards under the DSAP will be market purchased.

Further details of the schemes including additional eriteria applying to Directors and some senior executives are set out 1n the Directors’
Remuneration Report.

Analysis of charge to the consolidated income statement

£ millign 2023 2022
Share Matching Scheme 2 2
Long Term Incentive Plan 27 5
ShatesavePlan e - - 1
Dlsc%ﬁbnary Share Awards Plan ) 1 1
3t 29

The awards are predorminantly equity settled. The balance sheet Liability 11 respect of cash settled schemes at 30 September 2023 was £34
mullion (2022 £3.6 mullion).

Reconciliation of movements in awards/options

2023

Sharesave

Share weighted

matching average

scheme LTiP Sharesave D5AP exercise

Thousands of shares unless otherwise indicated awards awards aptians awards price £
Outstanding at 1 October 2022 486 8,120 1,934 120 13.21
Granted 161 3,853 862 67 13.24
Lapsed/cancelled as) (2,402) (90) n 12,63
Exercised (76) (1,069) (1,020) 3 12.38
Cutstanding at 30 Septermber 2023 453 8,502 1,686 173 13.72
Exercisable at 30 September 2023 - - 264 - 12.37
2022

Sharesave

weighted

Share average

matching LTIP Sharesave 0SAp exercise

Thausands of shares unless otherwise indicated awards awards aptions awards price £
Cutstanding at 1 October 2021 482 7,412 2,053 60 1389
Granted 192 2658 274 105 1456
Lapsed/cancelled (23} (873) 3210 )] 181
Exercised (165} 0,077} @2) (41 1614
Outstanding at 30 September 2022 486 8,20 1,934 120 3.2
Exercisable at 30 September 2022 - - 151 - 17.45

The weighted average Impenal Brands PLC share price at the date of exercise of awards and options was £18.28 (2022: £16.83). The welghted
average fair value of Sharesave options granted during the year was £3.26 (2022, £3.30)
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Summary of awards/options outstanding at 30 September 2023

Vesting
Number of period Exercise price
awards/options r ining of i

Thousands af shares unless otherwise indicated outstanding in months outstanding £
Share Matching Scheme
2021 181 5 nfa
2022 139 17 nfa
2023 133 29 n/a
Total awards cutstanding 453
Long Term Incentive Plan
2021 2,369 5 nfa
2022 2,896 17 nfa
2023 3,237 29 nfa
Total awards outstanding 8,502
Sharesave Plan
2020 264 - 17.45
2071 315 10 13.09
2022 254 22 14.56
2023 855 34 14.29
Total options outstanding 1,688
Discreticniary Share Awards Plan
2021 5 10 n/a
2022 o 15 nfa
2023 67 30 n/a
Total options cutstanding 173

The vesting period 1s the perlod between the grant of awards or options and the earliest date on which they are exercisable. The vesting
periad remaining and the exercise price of options outstanding are weighted averages. Participants in the Sharesave Plan have six months
from the maturnty date to exercise their options Participants in the LTIP generally have seven years frem the end of the vesting period to

exercise their options. The exercise price of the options 15 fixed over the Lfe of each option.

Pricing

For the purposes of valumng eptions to caleulate the share-based payment charge, the Black-Scholes option pricing medel has been used for
the Share Matching Scheme, Sharesave Plan, Discretionary Share Awards Plan and one Long Term Incentive Plan wath no market
conditions. A summary of the assumptions used in the Black-Scholes model for 2023 and 202213 as follows.

2023

Share

Matching
Scheme Sharesave DSAP
Risk-free interest rate % 4.0 4.4 4.
Volatihiy (based on 3 or 5 year history)% 33.1 27.7 332
Expected lives of options granted years 3.0 3.0 3.0
Dividend yield % 8.2 a2 82
Fair value £ 16.04 3.30 14.72
Share price used to determine exercise price £ 20.53 17.88 18.84
Exercise price £ n/a 14.29 n/a
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2022

Share

tatching

Scheme Sharesave 0sSap
Risk-free interest rate % 2.0 1.2-22 2.0-22
Volatlity (based on 3 or 5 year history)% 355 353-355 355
Expected lives of options granted years 3.0 3.0 30
Dividend yield % 92 9.2 8.2
Fair value £ 10.35 3.21-3.31 10.35-10.67
Share pnce used to determine exercise price £ 365 17831839 1365-14.08
Exercise prnice £ i n/a 14.56 n/a

Market conditions were incerporated into the Monte Carlo method used 1n determining the fair value of LTIP awards at grant date.
Assumptions in 2023 and 2022 are given in the following table:

5 2023 022
Future Impertal Brands share price volatility 233 296
Future Impenal Brands dividend yield - -
Share price volatility of the tobacco and alcohol comparator group 159-63.5 17.0-837
Correlation between imperial Tobacce and the alcohol and tebacco comparator group 214 244

Employee share ovmership trusts

The Impenal Tehacce Group PLC Employee and Executive Benefit Trust and the Imperial Tobacco Group PLC 2001 Employee Benefit Trust
(the Trusts) have been established to acquire ordinary shares in the Company to satisfy rights to shares arising on the exercise and vesting
of options and awards. The purchase of ghares by the Trusts has been financed by a gift of £19.2 mulbon and an interest free loan of

£147.5 million. In addition the Group has gifted treasury shares to the Trusts. None of the Trusts’ shares has been allocated to employees or
Executive Directors as at 30 Septernber 2023, All finance costs and administration expenses connected with the Trusts are charged to the
consolidated income statement as they accrue. The Trusts have waived their nghts to dividends and the shares held by the Trusts are
excluded from the calculation of basic earnings per share.

Shares held by employee share ownership trusts

Mithans of shares 2023 2022
At 10ctober 3.7 09
Gift of shares from Treasury - 40
Distribution of shares held by Employee Share Ownership Trusts 2.1 02
At 30 September 1.6 37

The shares in the Trusts are accounted for on a first in first out basis and comprise ml shares acquired in the open market (2022 nil) and
16 mullion (2022. 3.7 million) treasury shares gifted to the Trusts by the Group. No (2022. 4 million) shares were gifted to the Trusts in the
financial year 2023,

27. TREASURY SHARES

Subject to authorisation by special resolution, the Group may purchase its own shares in accordance with the Companies Act. Any shares
which have been bought back may be held as treasury shares or, 1f not so held, must be cancelled immediately upon completion of the
purchase, thereby reducing the amount of Group's issued share capital. Shares held in treasury de not qualify for dividends. Shares
purchased under the share buyback programme initiated on 7 Gctober 2022 will be cancelled immediately on completion of the purchase.
There were no movements in treasury shares during the year to 30 Septernber 2023 (2022 reduced by 4.0 million shares).

2023 2022
Millions of Millions of
shares Value shares Value
£ million unless atherwise indicated (humber) £ {number) £
At10ctober 703 2,183 743 2,183
Gifted to Employee Share Ownership Trusts - - (4.0 -
At 30 September 70.3 2,183 703 2,183
Percentage of issued share capstal 73 n/a 6.9 n/a
28. COMMITMENTS
Capital commitments
£ milhon 2023 2022
Contracted but not provided for.
Property, plant and equipment and software 97 95
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29, CONTINGENT LIABILITIES
The following summary includes updates to matters that have developed since the 2022 Annual Report and Acceunts.

USA state settlement agreements i
In November 1998, the major United States cigarette manufacturers, including Reynolds and Philip Morris, entered into the Master

Settlement Agreement ("MSA") with 52 US states and territones and possessions These cigarette manufacturers previously settled four

other cases, brought by Mississippi, Flenida, Texas and Minnesota, by separate agreements with each state (collectively with the MSA,

the "State Settlement Agreements”, with Mississippy, Flonda, Texas and Minnescta known collectively as the "Previcusly Settled States”)

ITG Brands (ITGB) 1s a party to the MSA and 1o the Mississippl, Minnesota, and Texas State Settlement Agreements,

In connection with its 12 June 2015 acquisition of four cigarette brands (Winston, Salemn, Kool and Maverick, referred to as the "Acquired
Brands") from Reynolds and Lorillard, ITGB has been involved in litigation and other disputes with the Previously Settled States, Philip
Meorns, and Reynolds in their state courts.

Delaware

ITGB 15 involved 1n litigation with Reynolds in the Delaware court that has jurisdiction over disputes under the Asset Purchase Agreement
{APA)} for the Acquired Brands. The current case 1n progress involves Reynolds' claim to indemnity for Florida settlement payments. The
1ssue in thus case 13 whether ITGB has satished 1ts obligations to use "reasonable best efforts” to join the settlement with Flonida under the
APA and whether regardless of that "reasonable best efforts” requirement whether ITGB 1s required to indemmify Reynolds for amounts the
Flonda Court may require Reynolds to pay.

On 30 September 2022, the trial court granted summary judgment to Reynolds and denied summary judgment to ITGB. It held that the
Florida ceourt's deterrmunation that ITGB did not assume payments under the Flonda settlement unless it agreed to do so was not binding on
the Delaware courts under principles of 1ssue preclusion It further held that as a matter of law the contract provisions were unambiguous
and no evidence was required, and that [TGB had assumed and was required to indemnify Reynolds far Florida settlement payments. The
Court did not determine the amount of Reynolds’ damages but left that question open for further proceedings. The parties submitted an
agreed schedule to the court to address the 1ssue of damages.

On 23 February 2023 the initial motions on the amount of indemnity due were arqued and supplemental briefing requested by the court was
completed on 9 June 2023, with the Court having 90 days to issue its decision. On 2 October 2023 the Court 1ssued an order on damages. The
court rejected [TGB's claim that no damages could be assessed but declhined to decide the amount of damages and other 1ssues until aftera
tnal. The trial is expected to take place in the first quarter of 2024

Reynolds' claim for indemnification in Delaware 15 imited at most 1o the ameunts it has been required to pay under the Flonda
determination descnbed above, plus interest and attorney’s fees. [TGB contunues to deny that indemmity 1s appropriate and intends to
appeal that determination. [TGE further contends that Reynolds' damages should be substantially reduced by the amount by which
Reynalds’ settlement payments have been reduced through aperation of the "profit adjustment” by reason of ITGB not becoming a party to
the Flonda settlement as well as by reason of Reynolds' and third-parties’ conduct.

Armounts at issue range to USS 250 mullion through 2022, plus future payments of US$ 16 milhien to USS 32 mullion annually going forward,
alleged accrued interest of up to USS 23 million and attorney's fees of up to USS 7 mullion through 2022, Based on the current facts and
circumstances it 1s currently unclear as to what level of darnages will become payable 1n this case Due to the inability to deterrmine a
reliable estimate of the amountinvolved, no provision has been recognised pending the outcome of the trial at which the level of damages
will be decided.

MSA previpusly settled states reduction

The MSA contains a downward adjustment, called the Previously Settled States Reduction, which reduces aggregate payments made by
Philip Marns, Reynolds, and ITGB by a specified percentage each year. The State of Cahfornia, later joined by the rema:nder of the MSA
states and by Philip Morns, challenged the application of that Reduction to ITGB for every year frem 2016 forward, claiming that it cannot
apply to [TGB since 1t 15 not making settlement payments to Florida, Minnesota, or Texas under their settlements. The Independent Auditor
to the MSA, which tnitially addresses disputes related to payments, has rejected that challenge every year It1s possible that one of the
parties making the challenge may seek to arbitrate the claim under the MSA The PSS Reduction provides annual MSA payment reductions
of circa USS 65 mutiion

Overall surmmary of liability position associated with USA state settlement agreements
The Group's legal advice 15 that it has a strong posiicn on pending claims related to the Acquired Brands and the Group therefore cons:ders
that no provision 1s required for these matters.

Product liability investigations

The Group s currently inveolved m a number of legal cases in which claimants are seeking damages for alleged smoking and health related
effects. In the opinion of the Group's lawyers, the Group has mentorious defences te these actions, all of which are being vigorousty
contested. Although it 1s not pessible to predict the outcome of the pending Lingation, the Directors believe that the pending actions will nct
have a mater:al adverse effect upon the results of the aperations, cash flow or financ:al condition of the Group. This assessment of the
probability of econormic outflows at the year-end 13 a judgement which has been taken by management. Consequently, the Group has not
provided for any amounts in respect of these cases in the financial statements There have been no mater:al updates to matters in any
product hability investigationsin the peried since the 2023 Annual Report and Accounts.
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Competition autharity investigations

Spain

On 12 Aprl 2019 the Spamish National Commuission on Markets and Competiton (CNMC) announced penalties against Philip Morris Spain,
Altadis, JT International [bena and Logista. Altadis and Logista received fines of €114 mullion and €20.9 mulhion, respectively, from the
CNMC. According 1o the decision, Altadis and Logista are alleged to have infringed competition law by participating in an exchange of sales
volume data between 2008 and February 2017. The CNMC considers that this conduct had the effect of restricting competition in the
Spanish tobacco market Both companies believe that the arguments made by the CNMC that define this conduct as anti-competitive are
flawed In June 2018, hoth Altadis and Logista commenced appeals to the CNMC's decision, and the fines imposed 1n the Sparush High
Court where they believe they will be successful, a decision supported by external legal counsel. In September 2019 Altadis and, separately,
Logista arranged bank guarantees for the full amount of the fines with the result that payment of the fines had been suspended pending the
outcome of the appeals. Therefore, provision for these amounts is not considered appropriate.

Both in the Altadis and Logista appeals, the parties have concluded their submissions to the Court and a judgment 1 awatted. The judgment
of the Court of First Instance 1s currently pending, and 1t is possible 1t rmght be served in 2024.

In parallel to the main proceedings against the CNMC decision, on 28 February 2023, the Supreme Court annulled the unannounced
nspection carried out by the CNMC officials on Altadis' premuses in February 2017 for lack of consent by Altadis. Therefore, all the
documents and evidence seized by the CNMC durnng Altadis’ inspection have to be returned to the company and should be struck out
from the CNMC decision. It remains to be seen what the impact of this Court decision will be on the main proceedings.

Other litigation

US Helms-Burton litigation

Imperial Brands Plc has been named as a defendant in a civil action in federal court in Miam, Florida under Title Il of the Cuban Liberty and
Democratic Sohdarty Act of 1996 ("Helms-Burton”) filed on 6 August 2020, Title 11l provides United States naticnals with a cause of action
and a clawun for treble damages against persens who have “trafficked” in property expropriated by the Cuban government. Treble damages are
automatically avatlable under Helms-Burton. Although the filed claim 1s for unquantified damages, we understand the claim could potentially
reach approximately US$ 365 mullion, based on the claimants’ clairn to own 90% of the property, which they value at USS$ 135 mullion (and
then treble). The claim 1s based on allegations that Impenial, through Corporacion Habanos SA. {a Joint venture between one of Impenal’s
now former subsidiaries and the Cuban government), has "trafficked” in a factery 1n Havana, Cuba that the Cuban government confiscated
from the claimants’ ancestor in the early 1960s, by using the factory to manufacture, market, sell, and distribute Habanos cigars.

At the ume the claim was filed against Impenial and up unul the conclusion of the Brexit "ransition period” on 31 Decemnber 2020, Impenal
was subject to an EU law known as the EU Blocking Statute (Regulation (EC) No 2271/96), which conflicts with Helms-Burton, protected
Imperial against the impact of Title Ill, and impacted how Imperial mught respond to the threatened htigation. The EU Blocking Statute has
been transposed into domestic law with only minimal changes. Accordingly, on 10 January 2021, Imperial submitted an application te the
UK Department for International Trade for authorisaton from the Secretary of State for International Trade to defend the action or, ata
mummum, 1o file and lihgate a moticn to dismiss the action

On 8 February 2021, the United Kingdom Secretary of State for International Trade authensed Impenal to file and htigate a motien to
dismugs the action. A hearing on the motion to dismiss tock place on 26 .July 2022 before a magistrate judge. On 2 Novernber 2022 the
magistrate judge recommended that the action be dismissed, without prejudice to re-filing in a proper venue.

On 31 March 2023 the distnet judge 1ssued an order addressing the magistrate's recornmended ruling and adopting the recommended
ruling in part. In respect of Habanes, the motion to dismiss was granted, without objection from the claimants, cn the basis that the federal
court 1n Florida was an "irmproper venue” (wrong court). Habanos was therefore dismissed from the case, without prejudice to the claimants’
right to sue it in a proper venue. As to Impenal and the other defendants, the district judge remanded the motion to disrniss back to the
same magistrate for a further review and analysis and a report and recommendation on whether the niling regarding Habanos should
result in dismissal of all defendants. The magistrate is also permitted to address “other1ssues if warranted’, including Imperial’s other
arguments for dismissal.

The hearing with the magistrate on further argurnents on the metion to dismiss took place on 28 September 2023. The recommended
ruling from the magistrate 1s now expected by the end of November 2023. The magistrate’s recommendation will not be binding on the
parties, who will be permutted to file objections to the recommendation with the distriet judge. No provision has been made for potential
lLiabilities related to this claim.

UK

In June 2020, the Group responded to a claumant law firm’s allegation of human rights issues in the Malawian tobacco supply cham, which
included allegations relating to child and forced labour. In December 2020, a claim was filed in the Unuted Kingdom High Court against
Impenal Brands ple. Imperial Tobacco Limited and four of 1ts subsidianes (the Impernal Defendants) and two entiies in the British American
Tobacco (BAT) group by a greup of tobacco farm workers. The Imperial Defendants have acknowledged service and confirmed to the
claimants that they intend to defend the claim in full. The Impenal Defendants have not yet been required to file their defence.

A procedural hearing scheduled for November/December 2021 was adjourned. The deadline for Imperial and BAT to file a defence was
postponed pending other case managernent acticns and will be deterrmuned at a subsequent case managerment hearing after the
completion of a matching exercise (which will seek to establish whether the claimants worked for farmers who grew tcbacco purchased by
either Defendant group). The claim 1s unquantified and given the early stage of the Iitigation a provision would not be appropriate.

www.imperialbrandsple.com 231



CONSOLIDATED FINANCIAL STATEMENTS continued

NOTES TO THE FINANCIAL STATEMENTS continued

30. NET DEBT
The movements 1n cash and cash equivalents, borrowings, and denvative financsal instrurnents in the year were as follows'
Derivative Liahilities Cash
Current Lease Non-current financial from financing and cash
£ millian borrowings. liabilities barrowings instruments activities equivalents Total
At ] October 2022 (1.0M) {248) (8,996) {87) 00,342) 1,850 {8,492)
Reallocation of current borrowings from
non-current horrowings 0,536) - 1,536 - - - -
Cash flow 291 92 [835) 64 212 (349) az7)
anange in accrued interest 2 aom 24) 1 Gn - 31
Change 1n fair values - - - 139 139 - 139
New leases, termilnations and modifications - 106) - - 06) - Qo)
Acquisitions - (84) - - (84) - {B4)
Exchange movements 155 7 437 7a) 429 156) 273
A1 30 September 2023 (1,499} [(349) (7.882) (53} (9,783 1.345 (8.,438)
Derivative Liabilities Cash
Current Lease Nan-current financial  from financing and cash
£ million borrowings liabilities horrowings instrurments activities equivalents Total
At 10ctober 2021 (1,07 (251) [(8,715) (587) (10,660} 1,287 [9,373)
Reallocation of current borrowings from
non-current borrowings (1.392) - 1,392 - - - -
Cash flow 1,595 B8 (829) (94) 740 515 1,255
Change in accrued Interest 58 & (8) 7 29 - 29
Change in fair values - - - 270 270 - 270
New leases, terminations and modifications - (54) - - (54) - (54)
Exchange movements 1e5) = (828) 331 (667} 48 619)
At 30 September 2022 (.01} 248) (8,996) 87 (10,342} 1,850 (8,492}
Average reported net debt during the year was £10072 rmulhon (2022 £9 822 million).
Analysis by denomination currency
2023
£ million GBP EUR Usp Other Total
Cash and cash equivalents 77 405 324 439 1,345
Total borrowings 0,631) 3.417) (4,319) (14) (9,381)
0,454) (3,012} (3,995) 425 (8,036}
Effect of cross-currency swaps 1,576 {6,016) 4,323 - m7)
122 (9,028) 328 425 (8.153)
Lease habilities (43) (247) (26) (33) (349)
Derivative financial instruments 64
Net debt (8,438)
2002
£ million cBP EUR UsD Other Tatal
Cash and cash equivalents 257 215 971 406 1850
Total borrowings (,631) (3261 (5,096} (1%} (10,007
0,374) (3,045) (4,125) 387 (8157)
Effect of cross-currency swaps 1561 (3637) 2,05 - (20)
187 (6,682) (2,069) 387 B177)
Lease habil;ties (43} (148} (20) (35) (248)
Denvative financial instruments G2}
MNet debt (8,492)
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31. RECONCILIATION OF CASH FLOW TO MOVEMENT IN NET DEBT

€ million 2023 2022

{Decrease)/increase in cash and cash equivalents (349) 55
Cash flows relating ta derivative financial instruments 64 (54)
Repayment of lease Liabilities 92 68
Increase n borrowings (.462) 0,710
Repayment of borrowings 1,518 2476
Change in net debt resulting from cash flows 37) 1755
Other non-cash movements including revaluation of derivative financial instruments 108 299

Lease habiles - ' (190) 54)
Exchange movements 273 [618)
Movement in net debt dunng the year 54 881

Opening net debt (8,492) (9,373)
Closing net debt (8,438) (8,492)

The mcrease 111 borrowings and repayment of borrowings reflect the cash flow movements relating to borrowings outstanding at the start
and at the end of each financial year, cash flows relating to short term borrowings drawn down and repaid within the year are not included

n this analysis.

32. NON-CONTROLLING INTERESTS
Material non-controlling interests

Detailed below 1s the summarnised financial information of Logista, being a subsidiary where the non-controlling interest of 49.99% 15

considered materal to the Group

Surmmarised balance sheet

at 30 September
Euro millicn 2023 2022
Current assets 6,246 6,084
Current liabilities (6,983) {6,763)
Current net habilities (737) (669)
Nen-current assets 1,816 1,599
Nen-current liabihities (482) (365)
Non-current net assets 1334 1234
Net assets 597 585
Summarised statement of comprehensive income
for the year ended 30 September
Euro miillian 2023 2022
Revenue 12,428 464
[Profit for the year 274 99
Other comprehensive meorne 3 7
Total comprehensive income 277 206
Surmmarised cash flow statement
for the year ended 30 September
2022

Euro million 2023 (restated)
Cash flows from operating activities 308 642
Cash flows from investing activities (83) (389}
Cash flows from financing activities (250) (206)
Net {decrease)/increase in cash and cash equivalents (25) &7
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CONSOLIDATED FINANCIAL STATEMENTS continued

NOTES TO THE FINANCIAL STATEMENTS continued

33. POST BALANCE SHEET EVENTS

Share Buyhacks
On 5 October 2023 Impenal Brands PLC ("the Company') announced the start of an ongoing share buyback programme, to imtially
repurchase up to £1 1 billion of shares in the period from 6 October 2023 to 30 September 2024,

34. RELATED UNDERTAKINGS

In accordance with Section 409 of the Campanies Act 2006 a full list of subsidiaries, parinerships, associates, and joint ventures, the
principal achivity, the full registered address and the effective percentage of equity owned by Impenial Brands PLC, as at 30 September 2023,
are provided in the entity financial statements of Imperial Brands PLC. There are no material related parties other than Group comparues.
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SUPPLEMENTARY INFORMATION

ALTERNATIVE PERFORMANCE MEASURES

Use of alternative performance measures

Management believes that non-GAAP or alternative performance measures provide an important compartson of business performance
and reflect the way in which the business 1s controlled. The alternative performance measures seek to remove the distorting effects of a
number of significant gains or losses arising from transactions which are not directly related to the ongoing underlying performance of the
business and may be non-recurnng events ar not directly within the control of management.

Accordingly, alternative performance measures exclude, where applicable, amortisation and impairment of acquired intangibles, profit/loss
on disposal of subsidiaries, Russia, Ukraine and associated markets, restructuring costs, business acquisition and disposal costs, fair value
adjustment and impairment of other financial assets, charges related to legal provisions, structural changes ta defined benefit pension
schemes, fair value and exchange gains and losses on financial instruments, post-empleyment benefits net financing cost, and related tax
effects and tax matters. Other significant gains or losses which are not representative of the underlying business may also be treated as
adjusting iterns where there 1s appropriate justification. The alternative performance measures in thus report are not defined terms under
IFRS and may not be comparable with simularly titled measures reported by other comparues. The alternative performance measures that
are used by the Group are defined and reconciled back to the associated IFRS metrics as detailed below

Summary of key adjusting items

The items excluded from adjusted performance results are those which are one-off 1n nature or 1items which arose due to acquisitions and
are not influenced by the day to day operations of the Group, and the mevements in the fair value of inancial Instruments which are
marked to market and not naturally offset. Adjusted net finance costs also excludes all post-employment benefit net finance cost since
pension assets and liabilities and redundancy and sccial plan provisions do not form part of adjusted net debt. This allows compansen of
the Group's cost of debt with adjusted net debt. The adjusted performance measures are used by management to assess the Group's
financial performance and aid cernparability of results year on year.

Consolidated income statement adjusting items
The following tables summanse the key items recognised within the consolidated income statement that have been treated as
adjusting items’

Adjusting items recognised within administrative and other expenses

£ million Nates 2023 2022
Russia, Ukraine and associated markets (4) (399)
Amortisation and impairment of acquired intangibles - - G347 (349}
Restructuring CO-SF o N o B 5 - s7)
Fatr \,;z_ﬂue adjustment and im_palrment oaﬁér financial assets - o (36) 573
Losson alsposiof subsidianies - - o B m 77[29)
Acquisition and disposal costs o - (5
Excise tax pﬂ)ﬁsﬁon - o 7 - 9

Charges related to ledai provisions o o - (85) -

STrLJétural changes tc déflﬁed benefit pension schemes o o f12) (4
Total adjusting adrministrative and cther expenses (485) ,0m
Tatal non-adjusting adrmuristrative and other expenses (455) (323)
Administrative and other expenses (940) {1,334}

Russia, Ukraine and associated markets

In the current year the £4 muiilion adjusted net charge relates to £18 milhon of costs relating to Ukraine partially offset by £14 million release
of other market exit provisions. The Ukraine costs relates to factory repairs and the redeployment of the production facility to service only
the domestic market. The release of the market exit provisions primarly relates to potential tax habilines with insufficient certainty over
the quantum of future charges.

In the comparative period, the portion of the loss on exit of the Russian and associated markets adjusted out of operating profit was
£399 million comprising aloss on transfer of Russian operations of £364 rmulhon and impairment of assets and exit costs of the associated
markets of £35 millicn.
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SUPPLEMENTARY INFORMATION continued

Amortisation and impairment of acquired intangibles

Acquired intangibles are amorused over their estimated useful economic Lives where these are considered to be finite. Acquired intangibles
considered to have an indefinite life are not amortised. Any negative goodwtll ansing 18 recognised immediately in the incomne statement.
The Group exclude from our adjusted performance measures the amortisation and impaurment of acquired intangibles, other than software
and internally generated intangibles, and the deferred tax associated with amortisation of acquired intangibles. Gains and losses on the
sale of intellectual property are removed from adjusted operating profit.

It 1s recogrused that there may be some correlation between the amortisation charges derved from the acquisition value of acquired
mtangibles, and the subsequent future profit streams ansing from sales of associated branded products. However, the amortisation of
intangibles is not directly related to the eperating performance of the business. Conversely, the level of profitability of branded products s
directly influenced by day te day commercial actions, with vanations in the level of profit denved from branded product sales acting as a
clear indicator of performance. Given this, the Group's view 15 that amortisation and impainment charges do not clearly correlate to the
ongorng vanations tn the commercial results of the business and are therefore excluded to allow a clearer view of the underlying perforrnance
of the organisation. The deferred tax arising on intangibles which are either being amortised or are fully amortised 15 excluded on the basis
that amortisatien of intangibles 1s not directly related to the operating performance of the business. The related current cash tax benefit 1s
retained in the adjusted measure to reflect the ongoing tax benetit to the Group.

Total amortisation and impairment for the year 1s £392 million (2022 £394 mullion) of which £347 muilion (2022: £349 mullion) relates to
acquired intangibles and is adjusting and £45 rmlhion (2022 £45 mullion) relates to internally generated intangibles and 1s nen adjusting. In
the year to 30 September 2023 adjusting items all relate to amortisation. £338 million (2022 £323 mullion) 1s attributable to Tebacco & NGP
and £8 mullion (2022 £26 mullion} is attributable to distribution.

Restructuring costs

Significant one-off costs incurred 1 integrating acquired businesses and in major rationalisation and optimisation initiatives together
with their related tax etfects are excluded from our adjusted earmungs measures. These include restructuring costs incurred as part of
fundamental multi-year transformational change projects but do not include costs related ta ongoing cost reducticn actvity. These costs
are all Board approved, and include impairment of property, plant and equipment which are surplus to requirements due to restructuring
activity. These costs are required 1n order to address structural issues associated with operating within the Tobacco sector that have
required action to both modemise and right-size the orgarusation, ultimately delivering an operating model suitable for the future of the
business. The Group's view 15 that as these costs are both significant and one-off in nature, excluding them allows a clearer presentation of
the underlying costs of the business.

No new restructurnng programmes were initiated 1n the current iinancial year and no charges arose relating to historic restructuring
programmes. As a consequence, no restructuring charge adjustments were made 1n the caleulation of any alternative performance metncs
within the current financial year.

Fair value adjustment and impairment of other financial assets

As the movement in the fair value of loan recervables associated with the investment in Auxly Cannabis Group Inc. has the potential to be
significant and does not show a fair representation of the day-to-day operaticnal performance of the asset, it is treated as an adjusting itern.
The fair value adjustment also includes changes in the carrying value of certain financial assets held by [TG Brands.

Loss on disposal of subsidiaries / acquisition and disposal costs

Adjusted performance measures exclude costs and profits or losses associated with major acquisitions and disposals as they do not relate

to the day-to-day operational performance of the Group. Acquisiticn and disposal costs, and profits or losses on disposal of subsidianes can
be significant in size and are one-off in nature. Exclus:on of these items allows a clearer presentation of the day-to-day underlying tncome
and costs of the business. Where applicable and not reported separately. this includes changes in contingent or deferred consideration.

Charges related to legal provisions

The adjusting item relates te legal provisions that the Group has provided for (see note 24). These are potenual habilities arising from a
number of legacy legal disputes across the Group that have been in the courts for several years and which the Group have considered as
being unrelated to cngoing business performance and therefore adjusted. The final settlement and agreement of these cases still remain
uncertamn but future outflows are still expected.

Structural changes to defined benefit pension schemes
These are non-recurnng pension scheme restructuring costs. They compnse £8m of net costs related to the closure of the UK defined
benefit retirement scheme to futuze accrual and £4m settlernent charge on the full ¢closure of the New Zealand defined benefit scheme

In 2022, there was a charge relating te the restructunng of the Insh defined benefit pension scheme of £4 million.
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Adjusting jtems recognised within share of profit/(loss) of investments accounted for using the equity method

£ million 2023 2022
Impairment of intangible assets held by Global Horizon joint venture o - (24}
Cther profits from investments accouﬁteT:lfor using the equity method 7 9
Share of profits/{losses) of investments accounted for using the equity methed 7 (15)

Adjusting items recognised within tax

£ million 2023 2022
Deferred tax on amortisation of acquired intangibles ) (4) L 15
Tax on net foreign exchange and fair value gains and losses on financial Instruments 89 (183)

Tax on post-employment benefits net financing cost - -

Tax on restructuring costs . o - 43
Tax on disposal of subsidiaries ' o - - 8
Tax on charges relating to legéi;rowszons ) 2 -
Taxon E@Jc_turai changes to defined benefit pension schemes ~ 3 -
T_ax on fatr value adjustment and irr_lpalrment of other financial assets 5 ) -
Taxon Interest settlements 2 -
Recognution of deferred tax assets - 7 ) ] 7 212 -
Provision for state aid tax recoverable 7 - am
Uncertain tax posltiéhs - 7 o - (207) &
Deferred tax on unremitted earnngs L - - 28
Tax on unrecogrised losses _ - ) o - (®
Other non-adjusting taxation charges (781 (755)
Reported tax (665) (828

Tax adjustments related to other pre-tax adjusting items

The adjusted tax charge has been calculated to include the tax effects of a number of pre-tax adjusting iterns including the amortisation of
acquired mtangibles, net foreign exchange gains and losses, fair value movernents on financial iInstruments, restructuring cests and post-
employment benefits net financing cost. The tax effect of the result of the disposal of subsidianes has also been adjusted.

Significant one-off tax charges or credits
The adjusted tax charge also excludes significant one-off tax charges or credits arising from.

+ prior penod tax items (Including re-reasurement of deferred tax balances on a change in tax rates); or

* aprovision for uncertain tax 1tems not ansing in the normal course of business; or

* newly enacted taxes 1n the year; or

+ tax1tems that are closely related to previously recogrised tax matters, and are excluded from our adjusted tax charge to aid
comparablity and understanding of the Group’s performarnce.

The recoghution and utilisation of deferred tax assets relating to tax losses and tax credits not historically generated in the normal course of
business are excluded on the same basis.

Uncertain tax positions
Significant one-off tax charges or credits ansing from a prevision for uncertain tax items not arising in the normal course of business are
excluded from the adjusted tax charge

Recognition of deferred tax assets

Significant one-off tax charges or credits arising from prior period 1tems, and ansing due to a change of facts and circumstances in the
current year, are excluded from the adjusted tax charge. The recognition of deferred tax assets relating to the uplifted value of iIntangibles in
the Group's Dutch business are excluded from the adjusted tax charge on this basis.

Provision for state aid tax recoverable
Sigruficant one-off tax charges or credits arising from prior penod 1tems are excluded from the adjusted tax charge The provision against
the state aid tax recoverable 1s excluded from the adjusted tax charge on this basis.
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SUPPLEMENTARY INFORMATION continued

Deferred tax on unremitted earnings
Sigruficant one-off tax charges or credits ansing from prior period items are excluded from the adjusted tax charge. The tax effect of the
release of a provision for deferred tax on unrermitted eamings is excluded from the adjusted tax charge on this basis.

Tax on unrecognised losses
The recogrition and utilisation of deferred tax assets relating to logses not histoncally generated in the normal course of buginess are
excluded from the adjusted tax charge.

DEFINITIONS AND RECONCILIATIONS OF ALTERNATIVE PERFORMANCE MEASURES

A) Net revenue Tobacco & NGP and net revenue excluding Russia
Tobacco & Next Generation Products (NGP) net revenue comprises agsociated revenue less duty and simuilar iterns, excluding peripheral
products. Management considers this an umportant measure [n assessing the performance of Tobacco & NGP operations

The Group recogruses revenue on sales to Logista, a Group company, within 1ts reported Tobacco & NGP revenue figure. As the revenue
calculation includes sales made to Logista from other Group companies but excludes Logista's external sales, this metnc differs from
revenue calculated under [FRS accounting standards. For the purposes of alternative performance measures on net revenue the Graoup
treats Logista as an arm's length distributor on the basis that centractual nghts are inline with other Third Party suppliers to Logista.
Vanations 1n the amount of inventory held by Logista results in a different level of revenue compared to that which is included within
the income statement. For tobacco product sales, inventory level varations are normally not significant. For the purpose of showing
comparable year-on-year metnics the Group have included a net revenue excluding Russia measure excluding the results of the Russia
business in the comparative figures, following the disposal of that operation in Apnl 2022

Reconciliation from Tobacco & NGP revenue to Tobacco & NGP net revenue and net revenue excluding Russia

2023 2022
£ milhon Tobacco NGP Total Tobacco NCP Total
Revenue 22,14 299 22,413 23,;& 224 23456
Duty and simular itemns (14,364) 34)  (04398)  (5628) 06) (5644)
Sale of peripheral products (5] - 3) (9) - (19
Net Revenue 7.747 265 8,012 7,585 208 7,793
Russia net revenue - - - (56) - (56]
Net revenue excluding Russia 7.747 265 8,012 7529 208 7737

B) Distribution gross profit

Distribution gross profit cornprses the Distribution segment revenue less the cost of distributed products. Management considers this an
important measure 11 assessing the performance of Distnbution operations. Distribution gross profit was previcusly descnibed as
Distnibution net revenue, There has been no change in calculation of this metne.

Reconciliation from distribution revenue to distribution gross profit

£ million 2023 2022
Revenue - Distnbution 10,819 9,756
Cost of sales — Distribution (9,353) (8,710)
Distribution gross profit 1,466 1,046

) Adjusted operating profit and adjusted operating profit excluding Russia

Adjusted operating profitis calculated as operating profit amended for a number of adjustments, the principal changes are detaited below
This measure 15 separately calculated and disciosed for Tobacco, NGP and Distnibution where appropriate. For the purpose of showing
comparable year-on-year metrics we have meluded an adjusted operating profit measure excluding the results of the Russia business in
the comparative figures, following the disposal of that operation in April 2022, For the year ending 30 September 2023 the previously
combined adjusted operating profit metric for Tobaccoand NGP has been splitinto 1ts twe cornponent parts.
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Reconciliation from profit before tax to adjusted operating profit and adjusted operating profit excluding Russia

£ million 2023 2022
Profit before tax 3m 2,551
Net finance costs 298 n7
Share of (profity/loss of investments accounted for using the equity method ()] 5
Operating profit 3,402 2,683
Russia, Ukraine and associated markets 4 389
Amortisation and impairment of acquired intangibles 347 349
Restructuting costs - 197
Fair value adjustment and impairment of other financial assets 36 37
Loss on digposal of subsidianies 1 29
Acquusition and disposal costs - 5
Excise tax provision - @
Charges related to legal provisions 85 -
Structural changes to defined benefit pension schemes 12 4
Total adjustments 485 1,00
Adjusted operating profit 3,887 3,694
Russia operating profit - 5
Adjusted gperating profit excluding Russia 3,887 3,689
Reconciliation from tobacco & NGP operating profit to adjusted operating profit

2023 2022
£ million Tobacca NGP Total Tobacca NCP Total
Operating profit/(loss) 3,262 (158) 3,106 2,599 127) 2,472
Russian, Ukraine and associated markets 4 - 4 399 - 399
Amortisation and :impairment of acquired intangibles 334 5 339 320 3 323
Restructunng costs - - - w7 - 197
Loss on disposal of subsidianes - 3 - 3
Fair value adjustment and impairment of other
financial assets 20 16 36 - 37 37
Acquisition and disposal costs - - - 5 - 5
Excise tax provision - - - )] - 9]
Charges related to legal provisions 85 - 85 - - -
Structural changes to defined benefit pension schemes 12 - 12 4 - 4
Adyusted operating profit/{loss) 3,718 (135) 3,583 3528 (87 3441
Russia cperating profit - - - 5 - -
Adjusted operating profit/{loss) excluding Russia 3,78 35) 3,583 3523 (87) 3,436
Reconciliation from distribution operating profit to distribution adjusted operating profit
£ million 2023 2022
Distribution operating profit 298 22
Loss on disposal of subsidianes - 6
Amortisation of acquired intangibles 8 26
Mistribution adjusted cperating profit 306 254
See note 11 for details on amertisation and impairment, note 10 for details of acquisition and disposal costs, and note 5 for details of
restructuring costs.
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D) Adjusted operating profit margin

Adjusted operating profit margin 1s adjusted operating profit divided by net revenue expressed as a percentage. This measure 1s separately
calculated and disclosed for the Tobacco & NGP and Distribution businesses where appropriate There 1s no reconciliation required for

this metne

E) Adjusted net finance costs

Adjusted net finance costs excludes the movements in the fair value of financial instrurnents which are marked to market and not
naturally offset. This measure alsc excludes all post-employrnent benefit net inance costs since pension assets and habilities and
redundancy and social plan provisions do not form part of adjusted net debt. This allows comparison of the Group's cost of debt with
adjusted net debt.

IFRS 9 requires that all derivative financial instruments are recognised in the consolidated balance sheet at fair value, with changes in the
faar value being recognised in the consohdated income statement unless the instrument satisfies the hedge accounting rules under IFRS
and the Group chooses to designate the denvatve financial instrument as a hedge.

The Group hedges underlying exposures in an efficient, commercial and structured manner. However, the strict hedging requirements of
IFRS G may lead to some commercially effective hedge positions not quabfying for hedge accounting. As a result, and as permtted under
IFRS 8, the Group has decided not to apply cash flow or fair value hedge accounting for its denvative inancial instruments. However, the
Group does apply net investment hedqing, designating certain borrowings and dernvatves as hedges of the net investment in the Group’s
foreign operations, as permitied by IFRS 9, 1n order to reduce income statement volatility.

The Group excludes fair value gains and losses on denvative financial instruments and exchange gains and losses on borrowings frem
adjusted net finance costs. Fair value gains and losses on the interest element of derivative financial instruments are excluded as there is
no direct natural offset between the movements on denivatives and the interest charge on debt in any one period as the denvatives and
debt instruments may be contracted over different penods, although they will reverse over time or are matched in future periods by interest
charges. The fair value gamns on derivatives are excluded as they can introduce volatihity in the finance charge for any given peried.

Fair value gains and losses on the currency element of dervative financial instruments and exchange gains and losses on borrowings are
excluded as the relevant foreign exchange gains and losses on the instruments 1n a net investment hedging relationship are accurnulated
as a separate component of other comprehensive income i accordance with the Group's policy on foreign currency.

Fair value movements ansing from the revaluation of contingent consideration habilities are adjusted out where they represent one-off
acquisition costs that are not linked to the current penied underlying performance of the business. Fair value adjustrents on loans
recelvable measured az fair value are excluded as they arise due to counterparty credit risk changes that are not directly related to the
underlying commercial performance of the business.

The net interest on defined beneht assets or liabilities, together with the unwind of discount on redundancy, social plans and other
long-termn provistons are reported withun net finance costs. These iterns together with their related tax effects are excluded from cur
adjusted earnings measures, as they primartly represent charges associated with historic employee benefit commitments, rather than
the ongoing current perod costs of operating the business

Reconciliation from reported net finance costs to adjusted net finance costs

£ million 2023 2022
Reported net finance costs 298 n7
Fair value gains on derivative financial instrurnents 707 1,483
Fair value losses on dernvative financial instruments (568) 0.213)
Exchange gains/{losses) on financing activities 10 (63)
Net fair value and exchange gains on financial instruments 149 200

[riterest income on net defined benefit assets 178 07

nterest cost on net defined benefit iabihities 065) (99)
Post-employment benefits net financing income 13 8

Tax settlement interest cost (50) -

Adjusted net inance costs 410 325
Comprising.

Interest income on bank deposits 2] &)
Interest cost on lease hiahilities 10 &

Interest cost on bank and other loans 412 329

Adiusted net finance costs 410 326
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F) Adjusted tax charge
The adjusted tax charge 1s calculated by amending the reported tax charge for significant one-off tax charges or credits ansing from:

« prior period tax items (including re-measurement of deferred tax balances on a change in tax rates), or

« aprovision for uncertain tax items not arising in the normal course of business; or

= newly enacted taxes in the year, or

 tax1tems that are closely related to previously recognised tax matters, and are excluded from our adjusted tax charge to aid
comparability and understanding of the Group’s performance

The recognition and utilisation of deferred tax assets relating to losses not histoneally generated in the normal course of business are
excluded on the same basis.

The adjusted tax rate 15 calculated as the adjusted tax charge divided by the adjusted profit before tax.

Reconiciliation from reported tax to adjusted tax

£ milion 2023 2022
Reparted tax 655 886
Deferred tax on amortisation of acquired intangibles o (4) 15
Tax on net foreign exchéhge and fair value gains and losses on financial instruments 89 (083)
Tax on post-employment benefits net financing cost - -
Tax on restructuring costs - 49
Tax on disposal of subsidiaries - 8
Tax on charges relating to legal provisions 26 -
Tax on structural changes to defined benefit pension schemes 3 -
Tax on fair value adjustment and impairment of other financial assets 5 -
Tax on interest settlements 2 -
Recognition of deferred tax assets 212 -
Provision for state aid recoverable - (101
Uncertain tax positions (207) 63
Deferred tax on unremitted earnings - 26
Tax on unrecognised losses - 8)
Adjusted tax charge 731 795

G) Adjusted earnings per share and adjusted earnings per share excluding Russia

Adjusted earnings 15 calculated by amending the reported basic earnings for all of the adjustments recogrused in the calculation of the
adjusted operating profit, adjusted finance costs and adjusted tax charge metrics as detailed above. Adjusted earnungs per share1s
calculated by dividing adjusted earnings by the weighted average number of shares For the purpose of showing comparable year-on-year
metrics we have included an adjusted earnings per share measure excluding Russia which excludes the results of the Russia business in
the cornparative figures following the disposal of that operation in Apnl 2022,
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Reconciliation from reported to adjusted earnings and earnings per share

2023 2022
Earnings Earnings
per share per share
£ million unless otherwise indicated (pence) Earnings {pence} Earnings
Reported basic 252.4 2,328 1659 1570
Russia, Ukraine and associated markets 0.4 4 42.2 389
Amortisation and impairment of acquired intangibles 380 351 35.4 334
Restructuring costs - - 5.6 148
Faur value adjustment and impawrment of other financial assets 34 3 39 37
Loss on disposal of subsidianes 0.1 1 22 2
Acquisttion and disposal costs - - 05 5
Exclse tax provision - - 0.0} (9}
Charges related to legal provisions 6.4 59 - -
Structural changes to defined benefit pension schemes 1.0 9 0.4 4
Brand umpairment in equity accounted joint venture - - 25 24
Net fair value and exchange movements on financial instruments (25.8) (238) N4y {1=)]
Post-employment benefits net financing cost (1.4) a3) [0.8) ®
Tax settlement interest Costs 5.2 48 - -
Recognuition of deferred tax agsets {23.0) (212) - -
Provision for state aid recoverable - - 0.7 8]
Uncertain tax positions 22.4 207 &7 (63)
Deferred tax on unremitted earnings - - 27 (28]
Tax on unrecognised losses o - - 08 8
Adjustments above attributable to non-controlling interests (0.3) 3) (.8} (8
Adjusted 278.8 2,572 2652 2,509
Adjusted diluted 2771 2,572 2633 2,509
Russia earnings per share - - 04 4
Adjusted excluding Russia 278.8 2,572 2648 2,505
Adjusted diluted excluding Russia 2771 2,572 2629 2,505

H) Return on invested capital (ROIC)

Return on invested capital measures the effectiveness of capital allocation and 1s calculated by dividing adjusted operating profit after tax
by the annual average of intangible assets, property, plant and equipment, net assets held for sale, inventories, trade and other receivables

and trade payables and other current Liabihities.

The annual average 1s defined as the average of the operung and closing balance sheet values.

€ million unless otherwise stated 2023 2022 2021
Reported gperating profit 3,402 2,683 346
Adpisung 1ems (see section C) 485 100 427
Adjusted operating profit 3,887 3,694 3573
Equivalent tax charge 87 [827) 807}
Net adjusted operating profit after tax 3,016 2,867 2,766
Working capital 2,567) (2,823) (2,523)
Intangibles 16,944 7777 16,674
Property, plant and equipment 1,617 1,659 1,715
Invested capital 15,994 16,613 15,866
Average annual invested capital 16,304 18,240 16,741
Return on invested capital (%) 18.5 177 8.5
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1) Canstant currency

Constant currency removes the effect of exchange rate movements on the translation of the results of our overseas operations. The Group
translates current year results at prior year foreign exchange rates. An analysis of all key metrics can be found 1n the Group Financial
Review on pages 62-89.

J) Adjusted net debt

Management momitors the Group’s borrowing levels using adjusted net debt which excludes interest accruals, lease commitments and the
fair value of denvative financial instruments providing commercial hedges of interest rate nisk. The adjusted net debt metric 1sused in
menitonng performance against various debt management cbligations includimg covenant compliance.

Adjusted net debt calculation

£ million 2023 2022
Reported net debt (8,438) [(8,492)
Accrued interest 125 105
Lease liabihities 349 248
Fair value of interest rate derivatives (62) a5
Adjusted net delbt (8.026) {8,054)

Average adjusted net debt during the year was £9,574 million (2022; £8,198 mullion).

K) Adjusted net deht to earnings before interest, taxation, depreciation and amortisation {EBITDA) multiple

This 1s defined as adjusted net debt divided by adjusted EBITDA. Adjusted net debt 1s measured at balance sheet foreign exchange rates,
with a full reconciliation shown 1n table J above Adjusted EBITDA is calculated as adjusted operating profit plus amortisation, depreciation
and impatrments. The reconciliation from adjusted operating profit to adjusted EBITDA 15 shown below.

2022
£ million 2023 (restated)
Adjusted operating profit (see section C above) 3,887 3,694
Depreciation, amortisation and Unpaiyments 270 244
Adjusted EBITDA 4,157 3,938

Nate the comparative figure has been restated as it previcusly included a reconciliation from operating profit to EBITDA. This has been
changed to a reconciliation from adjusted operating profit to adjusted EBITDA.

L) Adjusted operating cash conversion

Adjusted operating cash converstan 15 calculated as cash flow from operations pre-restructuring and before interest and tax payments less
net capital expenditure relating to property, plant and equipment, software and intellectual property nghts as a percentage of adjusted
operating profit.

Adjusted operating cash conversion calculation

£ million urless otherwise stated 2023 2022
Net cash flows generated from cperating activities 3,129 3,186
Tax 590 681
Net capital expenditure (254) 2]
Restructuring 2] ql
Cash flow post capital expenditure pre interest and tax 3,563 3,781
Adjusted operating profit 3,887 3,694
Adjusted operating cash conversion 92% 102%

M) Free cash flow
Free cash flow 15 adjpusted operating profit adjusted for certain cash and non-cash items, The principal adjustments are depreciation,
working capital moverments, net capex, restructuring cash flows, tax cash flows, cash interest and minorty interest dividends.

Net cash flows generated from operating activities to free cash flow

£ million 2023 2022
Net cash flows generated from operating activities 3,129 3,185
Net capital expenditure (254} {arn
Cash interest (407) (358)
Munority interest dividends B e - (104) &3
Free cash flow 2,364 2,562
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GLOSSARY

Financial terms

Adusted ciosing net debt
Adjusted earmings pet share
Adjusted earmings per share

excluding Russla
Adjusted EBITDA

Adjusted net debt

Adjusted net debt to EBITDA
multiple
Adjusted net finance costs

Adjusfed (Non-GAAP) Non-GAAF measures provide a usefﬁomﬁson of perT)rmEce from cne péH:l to the next.

Adjusted operating cash
CONVETSION

Adjusted operating profit

Adjusted operating profit
excluding Russta

Adjusted operating profit margin
Adjusted tax charge

Aggregate priority market share

Allin cost of debt
Cash conversion

Congtant currency

Dividend per share

Adjusted closing net debt 1s measured at balance sheet foreign exchange rates, with a full
reconciliation shown within section J of the supplermnentary information,
This 15 an alternative perfermance measure which 1s defined within section G of the supplementary
information.
This 1s an alternative performance measure which 1s defined within section G of the supplementary
information.
Adjusted EBITDA 15 calculated as adjusted operating profit plus arnortisation, depreciation and
lmpalments.
This 1s an alternatuve performance measure which 1s defined withun section J of the supplementary
information.
This 1s an alternative performance measure, Adjusted net debt 1s defined within section J of the
supplementary information, EBITDA is defined withun section K of the supplementary information.
This s an alternatve performance measure which is defined within section E of the
supplementary inforrmation. _ _

This 15 an alternative performance measure which is defined within section L. of the

supplementary informaticn.

This 1s an alternative performance measure which 1s defined within section C of the

supplementary information.

This is an alternative performance measure which 1s defined within section C of the

supplementary mformation.

Ad)justed operating profit margen 1s calculated as adjusted operating profit divided by net revenue

This is an alternative performance measure which is defined within section F of the
supplementary information

Aggregate weighted market volume share, based on our five priority markets (USA, Germany, UK. Spain
and Australia). Market volume share is calculated based on 8 12-month moving annual total (MAT)
volume share position from October to September The market volume size used 111 the weighting
calculation 15 based on a constant prior year end actual market size.

Adjusted net fimance costs divided by the average net debt in the year

Cash conversion 1s calculated as cash flow from operations pre-restructuring and before interest and
tax payments less net capttal expenditure relating to property, plant and equipment, software
and intellectual property nghts as a percentage of adjusted operating profit

Removes the effect of exchange rate movements on the translation of the results of our overseas
operations. The Group translate current year results at pnor year foreign exchange rates

" Tuvidend pe{rsha?;epresents the total annual dividends, being the sum of the paid mtenmdvidend

and the proposed final dividend for the financial year,

EBITDA
GAAP
Market share

Net debt to EBITDA

Earnings before interest, taxaticn, depreciatton and amortisation.
Cenerally accepted accounting pnnciples

Market share data s presented as a 12-month moving average weighted across the markets in
which we operate.

Adjusted closing net debt divided by adjusted EBITDA.

Net revenue excluding Russia
Reparted (CAAP)
Return on invested capital

Stick equivalent volumes

Tobacco & NGP Met revenue/
Distribution gross profit

Total sharehelder retum

This 15 an alternatve performance rmeasure which 1s defined within section A of the

supplementary information.

Reported (CAAP) complies with UK-adopted International Accounuing Standards and the

relevant legislation.

This s an alternanve performance measure which 1s defined within secuion H of the

supplementary information.

Stck equivalent volumes reflect our cominimed cigarette, fine cut iobacce, cigar and snus volurmes but
exciude any NGF volume such as heated tobacco, modern oral nicotine and vapour.

This 15 an altermnative performance measure which is defined withun sections Aand Bof the
supplementary informatiocn

Total shareholder return is the total investment gain to shareholders resulting from the movement in
the share pnee and assurning dividends are immediately reinvested in shares.
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Other

AAACE Africa, Asiaand Australasia and Central & Eastern Eurcpe

CDP Carbon Disclosure Project

CEOQ Chief Executive Officer

CFO Chief Financial Officer

COZE Carbon Dioxide Equivalent

CSRD The Carporate Sustainability Reporting Directive

DEI Diversity, Equity and Inclusion

Distribution Logistics Segment

ECLT Elminating Child Labour in Tobacco Growing Foundation o - B
EFRAG o Eurcpean Financial Reporting Adv{éory Group o

ELT Executive Leadership Team

EPR Extended Producer Responsility Scheme

ERG Employee Resource Groups

ESG Environmental, Social and Governance

ESRS European Sustainabihity Reporting Standards

EU European Union

EVP Electrcnic Vape Products

EY Ernst & Young LLP

FCT Fine Cut Tobacco

FDA US Food and Drug Administration o o - N o
FMC B Factory Made Cigarettes

GHG Greenhouse Gas

GRI Global Reperting Initiative

GWh /Kwh Gigawatt-Hour / Kilowatt-Hour

HRIA Human Rights Impact Assessment

HT Heated Tobacco

HIP Heated Tobacce Products

ILO Internaticnal Labour Organisation

10SH Institution of Occupational Safety and Health

IPM Integrated Pest Management

[SAE International Standard for Assurance Engagements _

50 D International Orgam—zatloh for Standardization B - e
VMS In Vehicle Momitoring Systerm

KFP1 Key Performarnce Indicators

LCWG Leaf Compliance Working Group

Leaf CARE Leaf Compliance and Response Program

LGBTQ+ Lesbian, Gay, Bisexual, Transgender, Queer or Questioning, Intersex, Asexual, and More

LTA Lost Time Accident

LTIP Long Term Incentive Plans

MMC Mass Market Cigars

MOND Modern Cral Nicotine Delivery

MPL Manufacturer's Price Increase i B B B

MSCI Cofnpany Name

NGOs Non-Government Organisation o -
NGP Next Generahien Products

NGP Next Generation Products

NTM Non ‘Tobacco Materals _ o _ o
NTM Non Tobacco Materials
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SUPPLEMENTARY INFORMATION continued

GLOSSARY continued

Other

OHSE COccupational Health Safety and Environmerit

OND Gral Nicotine Delivery Category

PDCA Plan Do Check Act

PG&S Purchased Goods and Services

PPE Personal Protective Equipment

Prionty markets Taop 5 combustible markets USA Germany, UK, Spain and Australia

PSHG Product Stewardshipand Health Group

RECs Renewable Energy Certificates

SASE o Sustainable Accounting StandardsBeard ]

SETTl - ﬁnﬁasﬁaﬁ{t Erﬁg lvgs_ S
SCIA Supply Chan Iimpact Assessments B
SDGs Sustamable Development Goals

SE Stick Equivalent (SE) volumnes reflect our combined clgareste, fine cut tobacoo, cigar and snus volumes
SECR Streamlined Energy and Carbon Reporting

SER Supplier Engagement Rating

STP Sustamnable Tobacco Programme

T&Cs Terms and Conditions

TCFD Task Force on Chimate-Related Financial Disclosures

Iibicco & NGP Tohacco & Next Generation Products

vw ~— Ungedkingdom e

UN SDGs United Nations Sustamablel)?zeiopment Goals -
WODI Workforce Disclosure Inttiative
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IMPERIAL BRANDS PLC FINANCIALS

IMPERIAL BRANDS PLC BALANCE SHEET

at 30 September 2023

£ million, MNotes 2023 2022
Fixed assets

Investments iii 7,968 7,968
Current assets

Debtors v 2,597 4704
Creditors:; amounts falling due within one year v (74) (39
Net cunrent assets 2,523 4,705
Net assets 10,491 12,673
Capital and reserves

Called up share capital vi 97 103
Capital redemption reserve 10 4
Share premium account 5,833 5,833
Retalned earmings — brought forward 6,733 5047
Retained earnings — profit for the year B6 3006
Retalned earungs - dividends paid 0,312) 0.320)
Retained earnings — repurchase of shares (1,008) -
Total shareholders’ funds 10,491 12,573

As permutted by section 408(3) of the Companies Act 2006, the profit and loss account of the Company 1s not presented. The prefit

attributable to shareholders, dealt with in the financial statements of the Company, 15 £136 million (2022, £3,006 m:llion)

The financial staternents on pages 247 to 262 were approved by the Board of Directors on 13 November 2023 and signed on 1ts behalf by

Do)

Lukas Paravicini
Director

IMPERIAL BRANDS PLC STATEMENT OF CHANGES IN EQUITY

for the year ended 30 Septemnber 2023

Share
premium and

capital Retained

£ milhign Share capital redemption earnings Total equity
At1 October 2022 103 5,837 6,733 12,673
@t for the year - - 136 1361
Total comprehensive income - - 136 136
Transactions with owners

Repurchase of shares (6) 6 (1,006) (1,006)
Dividends paid - - (1,312} 0312
At 30 September 2023 a7 5,843 4,551 10,491
Atl October 2021 103 5,837 5,047 10,987
[Profitfor the year - - 3,006 3,006
Total comprehensive income - - 3,006 3,006
Transactions with owners

Repurchase of shares - - - -
Duwidends paid - - (1,320} (0,320
At 30 September 2022 103 5,837 6,733 12,673

Total distributable reserves were £4,537 million (2022 £6,720 mullion).
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IMPERIAL BRANDS PLC FINANCIALS continued

NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC

I. ACCOUNTING POLICIES

Basis of preparation and statement of compliance with FRS 101
The estimates and assumptions that have a significant nsk of causing a material adjustment to the carrying amounts of assets and
liabilities are discussed in note 2 of the Group financial statements for the year ended 30 September 2023,

Impenal Brands PLC (the Company) 1s the uliimate parent company within the Imperial Brands group (the Group) The Company is a public
company limited by shares, incorporated in England and Wales and its principal activity continued to be that of holding investments. The
Company's registered number 1s 3236483 and 1ts reqistered address is 121 Winterstcke Road, Bristol, BS3 ZLL. The Company does not have
any employees. The Directors of the Group manage the Group's nsks at a Group level, rather than at an individual entity level. These risks
are detalled in note 2 of the Group's financial statements (see pages 187-189).

These financial statements were prepared in accordance with the Companies Act 2006 as applicable to Financial Reporting Standard 101
Reduced Msclosure Framework (FRS 101), and applicable accounting standards.

The financial statements have been prepared on the histoncal cost basis, and as a going concern. Historical cost 1s generally based on the
fair value of the consideration given in exchange for the assets.

As permitted by section 408(3) of the Companies Act 2006, no separate profit and loss account has been presented for the Company.

As permitted by FRS 101 the Company has taken advantage of the disclosure exemptions avallable in the preparation of the financial
statements, ag detailed below:

«  Paragraph 38 of IAS 1 'Presentation of financial staternents’ — comparative imformation requirements in respect of.

() paragraph 79(@)(iviof IAS L,
= The fcllowing paragraphs of IAS 1 Presentation of financial statements”

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

{iii) 10(f) - a statement of financial position as at the beginning of the preceding period when an entity apphed an accounting policy
retrospectively or makes a retrospective restatement of items in 1ts financial statements, or when it reclassifies items in 1ts
financial staterments,

(1v) 16 - statement of compliance with all [FRS;

(v} 38A - requirement for mimimum of two primary staternents, including cash flow statements,

(vi) 38B-D - additional comparative information,

(vi) 40A-D - requirements for a third statement of financial position,

<

w1} 111 - cash flow information; and

(1x) 134-136 — capital management disclosures,

- IAS7 ‘Statemnent of cash flows”,

+  Paragraph 30 and 31 of 1AS 8 'Accounting Policies, changes in accounting estimates and errors' — requirement for the disclosure of
information when an entity has not applied 2 new [FRS that has been issued but 15 not yet effective;

+  Paragraph 17 of |AS 24 ‘Related party disclosures’ - key management compensation,

+  The requirements 1 1AS 24 Related party disclosures’ to disclose related party transactions entered into between two or more
mermnbers cf a group;
The requirements of paragraphs 45{b) and 46 to 52 of IFRS 2 'Share-based Payment’,
[FRS 7 Tinancial Instruments: Disclosures’, and

*  Paragraphs 91 to 99 of [FRS 13 Faur value measurement' — disclosure of valuation techniques and mputs used for fair value
measurement of assets and habilities.

The principal accounting policies, which have been applied consistently are set out below. The Directors do not consider there ta be any
critical accounting estimates or judgements in respect of the Company, see note 2 Accounting Estimates and Judgements of the
consohdated financsal statements for further detail.
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Investments

Investments held as fixed assets comprise the Company’s investment 1n subsidiaries and are shown at historic purchase cost less any
provision for impairment An annual review of Investnents 1s performed for indicators of impairment. If indicators of impairment are
dentified investments are tested for impairment to ensure that the carrying value of the investment is supported by their

recoverable amount.

Dividends
Final dividends are recognised as a hability in the pened 1in which the dividends are approved by shareholders, whereas interim dividends
are recogrused in the pencd in which the dividends are pard. Dividends recetvable are recognised as an asset when they are approved.

Financial instruments
Recevables held under a hold to eollect business model are stated at amortised cost.

The calculation of impalrment previsions is subject to an expected credit loss maodel, involving a prediction of future credit losses based on
past loss patterns. The revised approach involves the recognition of provisions relating to potential future impairments, in addition to
impairments that have already occurred. The expected credit loss approach involves modeliing of histonc loss rates, and consideration of
the level of future credit risk. Expected loss rates are then applied to the gross recelvables balance to calculate the impairment provision.

Cash and cash equivalents include cagh in hand and deposits held o call, together with other short-term highly hquid invesiments.

Treasury shares

When the Company purchases i1ts own equity share capital {treasury shares), the consideration paid, including any directly attributable
incremental costs (net of income taxes), 1s deducted from equuty until the shares are reissued or disposaed of When such shares are
subsequently sold or reissued, any consideration recewved, net of any directly attributable incremental transaction costs and the related
income tax effects, increases sharehelders’ funds. When such shares are cancelled they are transferred to the capital redemption reserve.

Income taxes

Judgement 15 involved 1n determining whether the Company 1s subject to a tax habihty or not in line with tax law. Where habilities exist,
estination 1s often required to determune the potential future tax payments. The Company recognises provisions for tax based on estimates
of the taxes that are likely to becorne due, Where the final tax outcome 1s dufferent from the amounts that were mitially recorded, such
differences will impact the current income tax and deferred tax provisions in the period in which such determination 1s made.

New accounting standards

The following amendments to the accounting standards, 1ssued by the TASE or International Fmancial Reporting Standards Interpretations
Commiuttee (IFRS IC) and endorsed for use 1n the UK, have been adopted by the Company from I October 2022 with no impact on the
Cormpany's results, financial position or disclosures

< Amendments to IAS 12 International Tax Reform — Pillar Two model rules, (The Company has applied the mandatory exception under
[AS 12 In relation to recogmsing and disclosing information about deferred tax assets and liabilities related to Pillar Two income taxes.)

Il. DIVIDENDS
Distributions to ordinary equity holders

£ million 2023 2022 202
Paid interim of 4318 pence per share (2022 4254 pence, 2021 42.12 pence)

« Paid June 2021 - - 199
+ Paid September 2021 - - 199
+ Paid December 2021 - - 458
= Paid June 2022 - 202 -
+ Paid Septernber 2022 - 202 -
+ Paid Decernber 2022 o - 454 -
+ Paid June 2023 196 - .
« Paid September 2023 195 - -
Interim dividend pad 391 868 856
Propesed third interim of §1.82 pence per share (2022. 49.31 pence, 2021. 48.48 pence) - - -
+ Tcbe paid Decernber 2023 466 - -
Interim dividend proposed 466 - -
Proposed final of 51.82 pence per share (2022 4532 penice, 2021 48 48 pence) - - -
+ Paid March 2022 - - 458
- Paid March 2023 o - 457 -
* Tobe paid March 2024 465 - -
Final dividend 465 457 458
Total ordinary share dividends of 146 82 pence per share (2022 14117 pence, 2021 139.08 pence) 1322 1325 134
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IMPERIAL BRANDS PLC FINANCIALS continued

NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC continued

The proposed third intenim dividend for the year ended 30 September 2023 of 51 82 pence per share amounts to a proposed dividend of
£466 millicn, which will be paid in December 2023.

The propased final dividend for the year ended 30 September 2023 of 51.82 pence per share amounts te a proposed dividend payment of
£465 million 1n March 2024 based on the number of shares ranking for dividend at 30 September 2023, and 15 subject to shareholder
approval. If approved, the total dividend paid 1n respect of 2023 will be £1322 mullion (2022: £1,325 rmullion). The dividend paid during 2023 15
£1,312 million (2022 £1.320 million)

lil. INVESTMENTS

Cost of shares in imperial tobacco holdings (2007) limited

£ million 2023 2022
At1October 7.968 7,968
At 30 September 7.968 7968

The Directors confirm that the carrying value of the investment 1s supported by 1ts underlying net assets.

Alist of the subsidiaries of the Company is shown on pages 252-262.

IV. DEBTORS
£ million 2022 2022
Amounts owed from Greup undertakings 2,597 4,744

Amounts owed from Group undertakings are unsecured, interest bearing, have no fixed date for repayment and are repayable on demand.

V. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

£ millior 2023 2022
Amounts owed by Group undertakings 34 5
Bank overdrafts 2 2
Other creditors ) 38 2

74 38

Amounts owed by Group undertakings are unsecured, interest bearing, have no fixed date for repayment and are repayable on demand

VI. CALLED UP SHARE CAPITAL

2023 2022
Crdinary shares Ordinary shares
10p each 10p each
Number £ millien Number £ million

Authonsed, 1ssued and fully paid:
1 October 1,020,697,237 103 020,697,237 03
Shares cancelled (52,107,043) {6) - -
30 September 968,590,194 a7 1.020,697,237 103

During the penod a share buy back scheme was initiated and 52,107,043 10p shares were repurchased for a cost of £1,000 million,
Upon completion of the purchase, these shares were cancelied and transferred to the capital redemption reserve. The stamp duty costs
were £5 milhon and the fees charged for the share repurchase were £1 mulhion

On & March 2014. 31942 881 shares held in treasury were cancelled creaung the capital redemption reserve, and between September 20.7
and December 2017, 4,973,916 shares were cancelled increasing this reserve.
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VIl. RESERVES

Treasury shares

Subject to authorisation by special resolution, the Group may purchase 1ts cwn shares in accordance with the Companies Act. Any shares
which have been bought back may be held as treasury shares or, 1f not o held, must be cancelled immediately upon completion of the
purchase, thereby reducing the amount of Group's 1ssued share capital. Shares held In treasury do not quahfy for dividends. Shares
purchased under the share buyback programme nitiated on 7 October 2022 will be cancelled immediately on completion of the purchase.
There were no movernents in treasury shares during the year to 30 Septernber 2023 (2022 reduced by 4 O millicn shares).

2023 2022
Millions of Millions of

shares Value shares Value

€ million unless Gtherwise indicated {number) £ {number) £
At1October 70.3 2,183 743 2,183
Guifted to Employee Share Ownership Trusts - - (4.0 -
At 30 September 70.3 2,183 703 2183
Percentage of 1ssued share capital 7.8 n/a 69 nfa

Vill. GUARANTEES

The Company provides guarantees to the following subsidianes under section 4794 of the Companies Act 2006, whereby the subsidianes,
incorporated in the UK, are exernpt from the requirements of the Act relating to the audit of individual accounts for the financial year
ending 30 September 2023

- Imperial Tobacco Holdings (2007) Lirnited

+ Imperial Tobacco Ventures Limited

» Rizla UK Limited

+ Impernal Tobacco Overseas (Polska) Limited

+ LaFlor de Copan UK Limited

+ Tabacalera de Garcia UK Limited

+ Impenal Brands Ventures Limited

* Nerudia Consulting Limited

- Imperial Brands Ventures Finance Limited

+ Imperial Brands Ventures Holdings (1) Limuted
+ Imperial Brands Ventures Holdings {2} Lirmited

The Company has guaranteed vanous committed and uncomurutted borrowings facihities and liabihties of certain UK and overseas
undertakings, As at 30 Septernber 2023, the amount guaranteed is £14,138 million (2022 £1415] mullion).

Many of the committed revolving credit facilities remain undrawn as at 30 September 2023 but the maximurmn potential exposure under
each facility has been included due to the ongoing commutment, only drawn utilised balances have been included for facilities that are
uncommitted in nature.

The Company has also provided a parent guarantee to the Impenal Tobacce Penston Trustees Ltd {including their £300 mullion revolving
credit facility), the main UK pension scheme.

The Directors have assessed the fair value of the above guarantees and do not consider them to be matenal. They have therefore not been
recognised on the balance sheet

IX. RELATED PARTY DISCLOSURES

Details of Directors’ emoluments and interests are provided withun the Directors’' Remuneration Report. The Directors Remuneration Report,
on pages 142-163 includes detalls on salary, benefits, pension and share plans. These disclosures form part of the financial statements.

RELATED UNDERTAKINGS

In accordance with Section 409 of the Companies Act 2006 a full List of subsidianes, partnerships, associates, and joint ventures, the
principal actvity, the country of incorporation and the effective percentage of equity owned, as at 30 Septernber 2023 are disclesed below.
With the exception of Impenal Tobacco Holdings (2007) Limuted, which 1s wholly owned by the Company, none of the shares in the
subsidiaries 1s held directly by the Company,
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IMPERIAL BRANDS PLLC FINANCIALS continued

NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC continued

SUBSIDIARIES: REGISTERED IN ENGLAND AND WALES, WHOLLY OWNED

Name

Principal activity and registered address

Altadis NewCo Limited

Dormant
121 Winterstoke Road, Bristol, BS3 21.L, England

Attendfriend Limited

Dormant
121 Winterstoke Road, Br15t01,7]3§3 2LL, England

Bnitish Tebacco Company Limited

Dormant
121 Winterstoke Road, Bristol, BS3 2LL, England

Congar International UK Limited

Darmant
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperigl Brands Enterprise Finance Limited

Provision of treasury services to other Group companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperial Brands Finance PLC

Provision of treasury services to other Group companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Impenal Brands Ventures Finance Limited (v}

Provision of finance to ather Group companies
12! Winterstoke Road, Bristol, BS3 2LL, England

Imperial Brands Ventures Holdings Limited

Holding investments 1n subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Impenal Brands Ventures Holdings (1) Limited

Holding investments in subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperial Brands Ventures Holdings (2) Lirmnited (x1)

Holding investments m subsidiary companies
121 Winterstoke Road, Bnistol, B3 2LL, England

Impenal Brands Ventures Limited

Holding investrnents in subsidiary companies
121 Winterstoke Road, Bristol, BS3 ZLL, England

Impertal Investmenits Limuted

Dormant
121 Winterstoke Boad, Bristol, BS3 ZLL, England

Imperial Tobacco Altadis Limuted

Dormant
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperial Tobacco Capital Assets (1)

Dormant
121 Winterstcke Road, Bristol, BS3 2LL, England

Imperial Tobaceo Capital Assets (2]

Provisien of finance to other Group companies
121 Winterstcke Road, Bristol, BS3 ZLL, England

Impenal Tobacco Capital Assets (3}

Dormant
121 Winterstoke Road, Bristol, BS3 ZLL, England

Imperial Tobacco Capital Assets (4)

Dormant
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperal Tobacco Group Limited

Dormant
121 Winterstoke Read, Bristol, BS3 2LL, England

Impenal Tobacco Holdings (1) Limited (1v)

Holding investments in subsicdiary companies
121 Winterstoke Road, Bnistol, BS3 2LL, England

Imperial Tobacco Holdings (2007) Limited {1v)

Holding investments in subsidiary compan:es
121 Winterstoke Road, Bristol, BS3 2LL, England

Impenal Tobacco Holdings Limited

Holding investments in subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperial Tobacco Initiatives

Dormant
121 Winterstoke Road, Bristol, BS3 2LL, England

Impenial Tobacco Lacro:x Limited

Dormant
121 Winterstoke Road, Bristol, BS3 2LL, England

Impenal Tobacco Limited

Manufacture, marketing and sale of tobacco products in the UK

121 W:nterstoke Road, Bristol BS3 2LL England

Imperial Tobacco Overseas (Polska) Lirruted

Holding investments in subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperial Tobacco Overseas Holdings (1) Limited (vin)

Holding investments i subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Impenal Tobacco Overseas Holdings (2) Lirmited

Holding investments in subsidiary companes
121 Wintersteke Read, Bristol, BS3 2LL, England

Imperial Tobacco Overseas Holdings (3) Limited

Dormant
12] Winterstoke Road, Bristol, B53 2LL, England

Impenial Tobacco Overseas Holdings (4) Lirmited

Helding investments 1n subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England
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Imperiat Tobacco Overseas Holdings Limited

Holding investments in subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Imperial Tobacco Overseas Lirmited (x)

Holding investments in subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Impenal Tobacco Pension Trustees (Burlington House) Dermant
Lirruted 121 Winterstoke Road, Bristol, BS32LL, England
Impenal Tobacco Pension Trustees Limited (1v) Dormant

121 Winterstoke Road, Bnstol, BS32LL, England

Imperial Tobacco Ventures Limited

Holding investments in subsidiary cormnpanies
121 Winterstoke Road, Bristol, BS3 2LL, England

ITG Brands Limited

Holding investments in subsidiary companies
121 Winterstoke Road, Bristol, BS3 2LL, England

Joseph & Henry Wilson Lirmited

Nerudia Limuted

licensing rights for the manufacture and sale of tobacco products
121 Winterstoke Road, Bristol BS3 2LL England

Research and development of e-vapour products
Wellington House, Physics Road, Speke, Liverpocl, L24 9HP, England

Nerudia Consulting Lirmited

Research and development of e-vapour products
Wellington House, Physics Road, Speke, Liverpocl, L24 9HP, England

La Flor de Copan UK Lirmted

Holding investments in subsidiary compantes
121 Winterstcke Road, Bristol, BS3 2LL, England

Park Lane Tobacco Company Limited

Dormant
121 Winterstoke Road, Bristol, BS3 2LL, England

Rizla UK Limited

Entity ceased trading
121 Winterstoke Road, Bristol, BS3 2LL, England

Tabacalera de Garcia UK Limited

Helding investments in subsidiary companies
121 Winterstoke Road, Bristol, B33 2LL, England

SUBSIDIARIES: INCORPORATED OVERSEAS, WHOLLY OWNED

Name Country of incorporation Principal activity and registerad address

1213509 B C. Limited Canada Hoiding investments in subsidiary companies
Suite 1700, Park Place, 666 Burrard Street, Vancouver, BC. V5C 2X8,
Canada

Altadis Canarias SAU (1) Spamn Marketing and sale of tobacco products in the Canary Islands

C/Comandante Azcarraga 5 Madnd, 28016, Spain

United States of
America

Altadis Holdings USA Inc

Holding investments in subsidiary companies
714 Green Valley Road Greenshoro, NC27408 USA

Altadis Middle East FZCO United Arab Emirates

Sales and marketing of tobacce products in the Middle East
P O Box No. 261718, Jebel Ali Free Zone, Dubay, 261718,
United Arab Emirates

Altadis Ocean Indien SAS France (La Reunion

Sales and distribution of tobacco preducts in la Reunion Island

island) ZIln® 2 — BP 256 — 97457 Saint Pierre Cedex, La Reunion
Altadis SA UL Spain Manufacture, sales and distribution of tobacco products in Spain
C/Comandaute Azcarraga 5 Madnd 28016, Spain
Altadis Shade Company LLC United States of Manufacture and sale of tobacco products 1n the USA
Armerica 217 Shaker Road, Somers, CT, 06071, USA o
Athena IP Vermogensverwaltungs GmbH Germany Davidoff cigarette trademark cwner
Behringstrasse 122 A, 22763, Hamburg
Caclque, SA — Comerclo, Importagao e Brazil Dormant

Exportagao

Rua Marechal Deodoro, 690 — Centro Arapiraca, Alagoas, Brazil

United States of
America
United States of
America

Commonwealth Brands [nc

Congar International Corp (Delaware)

Connecticut Shade Corporation Urnted States of

Manufacture and sale cf tobacco products in the USA
714 Green Vally Road Greensbore, NC27408 USA

Manufactunng and distribution of mass market cigars
Road 14, Km. 72.2, Ave. Antonio R. Barcelo, Cayey, DE, PR 00736,
USA

Holding investments in subsidiary companies

Amenca 714 Green Vally Road Greensboro, NC27408 USA
Consohdated Cigar Holdings Ine (vi) United States of Holding investments in subsidiary companies
America 714 Green Vally Road Greenshoro, NC27408 USA .
Coralma International SAS France Holding investments in subsidiary companies
122 Avenue Charles de Gaulle, Neuilly sur Seimne, 92200, France
Dunkerquoise des Blends SAS France Tobacco processing

122 Avenue Charles de Gaulle, Neuilly sur Seine, 92200, France
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IMPERIAL BRANDS PLC FINANCIALS continued

NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC continued

Name

Country of incorporation

Principal activity and registered address

Ets L Lacroix Fils NV/SA

Belgium

Manufacture and sale of tobacce products in Belgium
Sint-Bavostraat 66, 2610 Walryk, Belgrum

Fontem (Belpng) Technology Solutions People’'s Republicof  Research and development

Limited {1) China Room 201, Floor 2, Building 6, Yuan Dong science and technology
park, 6 Hepingh North Street, Dong Cheng District, Beijing, 100013,
China

Fontem Canada Limited (v11) Canada Import and distribution of tobacco and tobaceo related preducts in
Canada
C/0O BDO Canada LLP, 6340 Murnford Road, Suite 510, Halifax, NS,
B3l OB&, Canada

Fontem USLLC Urnted States of Sales and marketung of tobaceo products in the US

America 714 Green Valley Road Greensbero, NC27408 USA

Fontern Ventures BV,

The Netherlands

Holding investments in subsidiary companies
Radarweq 60, Amsterdam 1043 NT, The Netherlands

Huotraco Intemational Lirnited Cambodia Production and marketing of tabacco products
No 299, Preah Ang Duong Street, Sangkat Wat Phnom, Khan
Daunh Penh, Phnom Penh, Cambodia

Impenal Brands Bulgaria EOQD () Bulgaria Manufacture and sale of tobacco products 1n Bulgaria

15 Henrih Ihsen str, Floor 4, Office 4, Sofia, 1407, Bulgana

Impenal Brands CR sro.

Czech Republic

Sales and marketing of tobacco products in the Czech Republic
Karla Englide 3201/6, 1500, Praha 5

Imperal Brands Finance Netherlands BV. The Netherlands Provision of finance to other Group comparues
Slachtedijk 28a, 8501 ZA, Joure, Netherlands

Impernal Brands Finland Oy Finland Sales and marketing of tobacco products in Fintand
Auriga Business Center, Juhana Herttuan Puistokatu 21, 20100
Turku

Impenal Brands Global Duty Free & Export SL - Spamn Sale and expart of duty-free tobacco products
C/Comandaute Azcarraga 5 Madnd 28016, Spain

Impenal Brands Hellas S A. Greece Sales and marketing of tobacco products in Greece

) ] 300 Klisthenous Str, 15344 Gerakas, Attikis, Athens, Greece

Impenal Brands Holdings International B V. The Netherlands Provision of finance to other Group companies
Slachtedijk 28z, 8501 ZA, Joure, Netherlands

Impenal Brands Italha Sl Ttaly Sales and marketing of tobacco products in Italy
Via Luca Pass1 22, Roma, 00166, Italy

Imperial Brands Japan G.K (v) Japan Sales and rmarketing of tobacco products in Japan

Shiodome Shibarikyu Building 21, 1-2-3 Kaigan Minato-ku, Tokyo,
Japan

Impenal Brands La Romana

Domin:can Republic

Manufacture of cigars in the Dominican Republic
[ndustnal Free Zone #1, La Romana, Domincan Republic

Imperial Brands Luxembourg sarl Luxembourg Sale of tobacco preducts in Luxembourg
56 Rue Charles Martel, L-2134, Luxembourg

Impenal Brands Malta Limited Malta Provision of finance to other Group companies
Office 3, AX Business Centre, Ground Floor, Trig id-Difiza Civill
Mosta, MST 1741, Malta

Imperial Brands Norway A.S. Norway Sales and marketing of tobacco products in Norway
Ryenswvingen 2-4, 0680, Oslo, Norway

Imperial Brands Portugal, Sociedade Portugal Adverusing and support managernent

Unipessoal Lda 144, 7 DT, Avenuda da Liberdade, Lisbon, Portugal

Imperial Brands Services Polska spclkazoo  Poland Central Manufactunng and Central Supply Chain

Jankowice Przemyslowa 1, 62-080 Tarnowo Padgomne, Poland

[mpernal Brands Ventures LLC

Unated States of

Helding investments :n subsidiary companies

Amenca 251 Little Falls Drive, Whalrningten, DE 19808 USA
Impertal Finance Ireland Limited [reland Provision of finance to other Group companies
21 Beckett Way, Park West, Nangor Road, Dublin, 12, Ireland
Imperial Finance Malta Ltd Malta Provision of finance to other Group companies
Otffice 3, AX Business Centre, Ground Fleor, Trig 1d-Difiza Crvil
Mosta, MST 1741, Malta
Imper:al Nominees Limited (1) New Zealand Trustee Company

Level 24, 157 Lambton Quay, Wellington Central, Wellington 6011,
New Zealand
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Country of incorporation

Principal activity and registered address

Imperial Tobacco (Asia) Pte. Ltd Singapore Trading of tobacco-related products
80 Robinson Road, #02-00, 068898, Singapore

Imperial Tobacco Australia Limited Australia Sales and marketing of tohacco products in Australia
John Player Special House, Level 4, 4-8 Inglewood Place, Norwest,
NSW 2153, Australia

Impernial Tobacco Austria Marketing Sernvice Austna Marketing of tobacco products in Austria

GmbH

Zieglergasse 6, A-1070 Vienna, Austria

Imperial Tobaceo BH doo (1)

Bosnia-Herzegovina

Marketing and distnbution of tobacco products in Bosnia
Adema Buce, Sarajevo, 71000, Bosnua & Herzegovina

Imperial Tobacco Distribution Romania srl Romania Marketing and distnibution of tobacco products in Romania
Nicolae Canea Street no. 140-160, EOS Business Park, 1st Floor
North, 2nd District, Bucharest, Romarua

Impertal Tobacco EFKA Management GmbH ~— Germany Manufacture of tobacco products in Germany
Behringstrasse 122 A, 22763, Hamburg

Impenal Tobacco Espafia, SLU. Spain Holding investments in subsidiary companies
C/Comandaute Azcarraga 5, Madnd 28016, Spain

Imperial Tobacco Estonia OU Estorua Dormant
Veskiposti 2, 10138 Tallinn, Tallinn , Estonia

Imperial Tobacce Holdings (Netherlands) B.V.  The Netherlands Provision of finance to other Group companies
Slachtedijk 28a, 8501 ZA, Joure, Netherlands

imperial Tobacco Holdings International BY - The Netherlands Provision of finance to other Group companies
Slachtedijk 28a, 8501 ZA, Joure, Netherlands

Imperial Tobacco Intellectual Property Limited Ireland Ownership of trademarks
21, Beckett Way, Park West, Nangor Road, Dublin, 12, Ireland

Imperial Tobacco International GmbH Germany Export and marketing of tobacco products
Behringstrasse 122 A, 22763, Hamburg

Impernal Tobaceo Ireland Unhimuted Ireland Dorrnant

Company (v) 6th Floar, 2 Grand Canal Square, Dublin 2, Ireland

Impenal Tobaceo ltaly S.rl. Italy Holding investments in subsidiary comparies
Via Luca Passi 22, Roma, 00166, ltaly

Impenal Tobaceo Kyrgyzstan LLC 1)) Kyrgyzstan Marketing and distribution of tobacco products in Kyrgyzstan
115, Ibraimov Street, 10th Floor, Business Center 'Asyl-Tash’,
Bishkek, 720021, Kyrgyzstan

Impenal Tobacco La Romana S.A S, France Manufacture of cigars in the Domintcan Republic
320, Rue Saint-Honore, Pans, 75001, France

Impeiial Tobacce Magyarorszag Hungary Sales and marketing of tobacce products in Hungary

Dohanyforgalmézo Kft (Impenal Tobacco Vaci it 141, 1138, Budapest, Hungary

Hungary)

Impenal Tobacco Management Luxembourg Holding investments n subsidiary companies

Luxernbourg sarl 56 Rue Charles Martel, L-2134, Luxembourg

Imperial Tobacco Marketing Sdn Bhd Malaysia Trading of tobacco preducts (in iquidation}

12th Floor Menara Symphony, No 5 jalan Prof, Khoo Kay Kirn,
Seksyey, 46200 Petaling Jaya, Selangor, Malaysia

Impernal Tobacco New Zealand Limited

New Zealand

Manufacture and sale of tobacco products in New Zealand
Level 24, 157 Lambtan Quay, Wellington Central, Wellington 6011,
New Zealand

Imperial Tobacco Polska Manufacturing SA Poland Manufacture of tobacco products in Poland
Ul Tytonicwa 2/6, Radom, 26-600, Poland
Imperial Tobacco Polska S.A. Poland Manufacture and sale of tobaceo products in Poland
Jankowice, ul. Przemyslowa L, P1-62-080, Tarnowo-Podgome,
Poland B
Impenal Tobacco Production Ukraine (1) Ukraime Manufacture of tobacco products in Ukraine
ul. Akademika Zabolotnoga, 35, 03026, Kiev, Ukraine
Impenal Tobacco SCG doo Beograd (1) Serbia Marketing and distribution of tobacco products in Serbia
Milutina Milankovica 11a, Novi Beograd, Serbia
Imperial Tobacco Sigara ve Tutunculuck Turkey Marnufacture of tobacco products in Turkey

Sanayl Ve Ticaret AS

Kecilikoy OSB, Mah Ahmet Tutuncucglu Cad. No.11, 45030
Yunusemre, Manisa, Turkey

Impenal Tobacco Slovakia A S.

Slovak Republic

Sales and marketing of tobacce preducts in the Slovak Republic
74 Galvamho, 824 53 Brauslava, Slovakia

255

www imperialbrandsplc com
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NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC continued

Name

Country of incorporation

Principal activity and registered address

Imperial Tabacco Taiwan Co Limited

Taiwan

Sales and marketing of tobacco products in Taiwan
6F1-2 No.2 Sec. 3, Minsheng E road, Zhongshen District, Taipei,
Taywan, Province of China

Impernal Tobacco Tauwan Manufacturing Taiwan Manufacture of tobacco products in Taiwan
Company Limited No 8 Cyunyi Road, Jhunan, MiaoLi County 350, Tatwan Province
of China
Imperial Tobacco Tutun Urunlern Satis Ve Turkey Sales and marketing of tobacco products in Turkey
Pazarlama A.S. Kecilikoy OSB, Mah Ahmet Tutuncuoglu Cad. No 11, 45030
Yunusernre, Mansa, Turkey
Imperial Tobacco Ukrame (1) Ukraine Sales and marketing of tobacco products in Ukraine
ul. Akadem:ka Zaboletnogo, 35, 03026, Kiev, Ukraine '
Irmpenal Tobacco US Holdings BY The Netherlands Holding investments in subsidiary companies

121, Winterstoke Road, Bristol, BS3 2LL

Impenal Tobacco West Africa SAS (1)

Cote D'Ivaire

Holding investments 1t subsidtary companies
Cocody -Nord, Quaruer Gendarmerne, TE 5937, 01 B P. 724 Abidjan

Impernal Tobacco Zagreb doo (1) Croatia Dormant (in hguidation)
Julija Kniefera 7, HR-100, Croatia
IMPTOB South Africa (Pty) Limited South Africa Provision of services to other Group companies

5 Sandwood Hills, Dunkark Estate, Zumbaly, South Afnica

TG Brands Holdeo LLC Unuted States of Holding investments in subsidiary companies
America 714, Green Valley Road, Greensboro, NC 27408, USA
ITG Brands LLC United States of Marketing and distribution of tobacco products 1 the USA
o ] - America 714, Green Valley Road, Greensboro, NC 27408, USA o
ITG Cigars Inc United States of America
ITG Holdings USA Inc {1x) United States of Holding investments 1n subsidiary companies
America 714 Green Valley Road Greensboro, NC27408 USA
ITL Pactfic (HK) Limited Hong Kong Manufacture and sale of tobaceco and tobacce related products
Room 3905-06, 39th Floor, Hopewell Centre, 183 Queens Road East,
Wanchal, Hong Keng
Impenal Ventures Malta Limited Malta Prevision of finance to other Group companies
Office 3, AX Business Centre, Ground Floor, Trig id-Difiza Civill
Mosta, MST 1741, Malta
JAW-Invest Oy Finland Trademark owner
Auriga Business Center, Juhana Herttuan puistokatu 21, 20100
Turku, Finland
John Player & Sons Limuted Ireland Sales and marketing of tobaceo products in the Republic of
Ireland
21, Beckett Way, Park West, Nangor Road, Dubkhn, 12, Ireland
John Player Ireland Pension Trustee Limited  Ireland Trustee company (Strike off Listed)
21, Beckett Way, Park West, Nangor Road, Dublin, 12, Ireland
JSNM SARL France Trademark owner
122 Avenue Charles de Gaulle, Neuilly sur Seine, 92200, France
MYBLU Spain S.L. Spamn Marketing and sale of e-vapour products in Spain
CR. Robledo de Chavela, $/N. San Lorenzo del Escorial, Madnd,
28200, Spain
Millennium Tobacce Unlimited Company Ireland Provision of finance to other Group companies
21, Beckett Way, Park West, Nangor Road, Dublin, 12, Ireland
Newglade International Unhimited Company  Ireland Dormant
5th Floor, 2 Grand Canal Square, Dublin 2, [reland
Petone Vapes Limited New Zealand Non-trading
Russell McVeagh, Level 24, 157 Lambton Quay,
Wellington Central, Wellington, 6011, New Zealand
Philippine Bobbin Corporation Philippines Manufacture of tebacco related products
e o _ ____ CaviteEconomc Zone, Phase Il Rosario, Cavite, Philippines
Real Clubde Golf la Herreria S.A Spawn Management of golf course
CR. Robledo de Chavela, S/N. San Lorenzo del Escorial, Madnd,
28200, Spain
Reemtsma Cigarettenfabriken GmbH Germany Manufacture and sale of tobacco products in Germany
Behringstrasse 122 A, 22763 Hamburg, Germany
Skruf Snus AB Sweden Manufacture, marketing, sales of tobaceo products In Sweden
PO Box 3068, Stockholm, SE-103 61, Sweden
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Société Centrafricame de Cigarettes SA (1) Central African Manufacture and distribution of cigarettes in Central Afncan
Republic Republic
L Rue David Dacko, BP 1445, Bangu, Central African Republic
Societe Centrafricaine de Distribution Sarl (1) Central Afncan Dormant

Republic

Avenue Boganda Pk4, Banguy, Central African Republic

Société du Mont Nimba Sarl (i) Guinee Conakry

In Liquidation
BP 3391, Conakry, Guinea

Sociéte Nationale d'Exploitatton Industrielle France
des Tabacs et Allumettes S.AS,

Manufacture and sale of tobacco preducts in France, and export of
tobacco products
200-216 rue Raymond Losserand, Paris, 75014, France

Société pour le Développement du Tabac en France
Afnique SAS.

Purchasing company
122 Avenue Charles de Gaulle, Newlly sur Seine, 92200, France

System Designed to Afnica Sarl Morocco Distribution of tobaceco products

Km 17, Route national de Rabat, Ain Harrouda, Morccco
Tabacalera de Garcia Limited Bermuda Holding investments 1n subsidiary companies

Claredon House, 2 Church Street, Harmtlton, HM 11 Bermuda
Tahit Tabacs SASU France, Papeete Distribution of tobacco products in Denmark and Greenland

(Tahity) PK 4, 300 Coté mer, 98701 Arue, BP 20692 Papeete, French Polynesia

Tobaccor S A.S. (v} France Holding investments 1n subsidiary companies

122 Avenue Charles de Gaulle, Neuilly sur Seine, 92200, France
Tobaéna 3DV A, trgovsko pedjetie, d.oo. Slovenia Retail of products in Sloverua )

Cesta 24, Junija 90, ST 1231 Ljubljana — Crnuce, Slovenia
Tobaéna Grosist d.o.o. Sloverua Marketing and distmbution in Slovenia

Cesta 24, junija 90, St 1231 Ljubljana — Crnuce, Slovenla
Tobadna Ljubliana d.o.o. (V) Siovenia Sales and marketing tobaceo products in Slovenia

Cesta 24, junija 90, 511231 Ljubljana — Crnude, Slovenia
Van Nelle Tabak Nederland BY. (x) - The Netherlands " Manufacture and sale of tobacco products mn the Netherlands

Slachtedik 28a, 8501 ZA, Joure, Netherlands

van Nelle Tobacco International Holdings BY. The Netherlands

Sale of tobacco and tobacco related products
Slachtedijk 28a, 8501 ZA, Joure, Netherlands

Von Erl. Gmbh (1) Austria

Sale of e-vapour products in the US and Europe
Hegelgasse 13/26, 1010 Vienna, Austria
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NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC continued

SUBSIDIARIES: INCORPORATED OVERSEAS, PARTLY OWNED

Country of Percentage
Name incorporation Principal activity and registered address owned
Be To Be Pharma, SLU Spamn Distribution of pharmaceuticals 50.0
C/ Tnigo, 39 — Poligono Industrial Polvoranca, Leganes, Madnd, 28914,
Spamn
Carbo Collbatalle, S.L.UL Spain Transportation of food at a controlled termperature 500
Zona Franca, Sector £, Calle L, No 6-8. 08040 Barcelona, Spain
CDIL - Companhia de Portugal Marketing and sale of tobacco and other products, and payment services 500
Distribuicao Integral Logista in Portugal
Portugal, SA. Edificio Logista, Bua do Vale da Fote Coberta, 163 E 167, 2890182,
Alcochete, Portugal
Compagnie Agricole et France Management company 999
Industrielle des Tabacs 143 bd Romain Rolland, Cedex 14, Paris, 75685, France
Afncains SAS.
Compagnie Réunionnaise des  France, St Pierre Manufacture of cigarettes 989
Tabacs S.A.S. (La Reunion [sland) ZIn® 2 - BP 256 ~ 97457 Saint Plerre Cedex, La Reunion
Comparia de Distribucion Spain Distributton of published materials and other products 500
Integral de Publicaciones Avenida de Europa No 2, Edificio Alcor Plaza/Ala Este Planta 4a — Modulo
LoqistaSLU.(v) 3, Alcorcor, Madnid, 28922, Spain
Comparniiade Distribucion Spain Holding investrnents in subsidiary companies 500
Integral Logista Holdings, C/ Trigo, 39 - Poligone Industnal Polvoranca, Leganés, Madrid, 28914,
S.A. () Spain
Compafiia de Distribucion Poland Distribution of tobacco products in Poland 500
Integral Logista Polska, Avenida Jerozolimskie 95 — 72 Planta, Edificic Equator I 133/131, 02-304
sp. Z 0.0, Varsaw, Poland
Compafiia de Distribucién Spain Distribution of tobacco products in Spain 500
Integral Logista S.A UL C/ Tngo, 39 - Poligone Industrial Polvoranca, Leganés, Madrd, 28914,
Spain
Distnbudora Valenciana de Spatn Distnibunion of published materials and other products in Valencia s00
Ediciones SAU. Pedrapiquers 5 Poligono Industrial Vara de Quart, Valencia, 46014, Spain
Dronas 2002, SL.U. Spamn Industrial parcel and express delivery service 50.0
Energia, 25-29, Poligono Industrial Nordeste, Sant Andreu de la Barca,
Barcelona, 08740, Spain _
Gramma Farmaceutic1 Srl Ttaly The Legistic, sterage and distribution throughout the Itahan territory of 500
pharmaceutical, cosmetics and sanitary products
Via della Mela Saracena sne, 00065, Flano Romario, Rome, Italy
Imperial Tebacco TKS ad. (i) Macedonia Manufacture, marketing and distnibution of tobacco products in [==A
Macedonla
ul 11, Oktomvr 125, P O Box 37, 1000 Skopje, Macedonia
Imperial Tobacco TKS ad — Kasovo Manufacture, marketing and distnibution of tobacco products in Kosovo ==h|
Dege Kosove Rrafshi 1 Kosoves, Nr. 80 (Magstralja M2 Prishtine-Shkup, km 1 2-te
Veterrmik) Prishtine, Republic of Kosovo
Imprimerte [ndustnelle Cote D'lvaire Printing company 788
Ivoirienne SA (1) Zone Industrielle du Banco, Lots No 147-149-150, 01 BP 4124,
Yopougon/Abdjan, Cote d'tvoire
LaMancha 2000, 8.A, Sociedad  Spain Distnibution services 50.0
Unipersonal Trigo 39, Poligno Industrial Polveranca — 28614 Leganes, Madrid, Spain
Logesta Dentschiand Grnth, Gerrnany Long haul transportabon in Germany 50.0
Sociedad Unipersonal Pilotystrasse, 4, 80538 Munchen, Germany
Logista France Holding S A. France Holding investments 1n subsidiary companies 50.0
Inmeuble Le Bristol, 27 Avenue des Murs du Pare, 34300 Vincennes,
France
Logista France S AS. France Helding investments in subsidiary cormpanies 50.0
Inmeuhle Le Bristol, 27 Avenue des Murs du Pare, 94300 Vincennes,
France
Logesta Freight France Sarl France Long haul transportation i France 50.0
Inmeuble Le Bristol, 27 Avenue des Murs du Parc, 94300 Vincennes,
France
Logesta LusaLDA Portugal Long haut transportation in Portugal 50.0
Edifico Logista, Rua do Vale da Fonte Coberta, 153 E 167, 2890-182
Alcochete Portugal
Logista Freight Italla SRL Italy Long haul transportation in Italy 50.0

Via Valadier, 37 - 00193 Roma, [taly
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Logista Freight Polska Sr.l. Poland Long haul transportation in Poland 500
Av. Jerozolimskie 96 — 72 Planta Edificio Equater [ Varsovia, Poland
Logista Freight, S AU Spain Long haul transpertation services in Spain 50.0
C/ Trigo. 39 — Poligono Industnal Polvoranca, Leganés, Madnd, 28914,
Spain
Logista Italia Spa ftaly Long haul transpertation in ltaly 50.0
Via Valadier, 37 - 00193 Romna, Italy
Logista Payments, SL Spain Provision of financial services 500
C/ Tnigo, 39 — Poligono Industnal Polvoranca, Leganés, Madnd, 28914,
Spain
LogistaPharma S A UL Spain Distribution of pharmaceuticals 500
C/ Trigo Num. 38 — Poligono Industrial Polvoranca, Leganeés, Madnd, 28914,
Spain
Logista Pharma Cananas, Spain Pharmaceutical products logistics in Canary Islands 50.0
SAU. C/ Entrerios Nave 3, Las Palmas de Gran Canaria, 35600, Spain
Logista Promotion et Transport  France Marketing and distribution of tobacco products in France 500
SAS. Inmeuble Le Bristol, 27 Avenue des Murs du Parc, 54300 Vincennes,
France
Logista Reqional de Spain Marketing, distnibution and sale to points of sale 1n Spaun. 50.0
Publicaciones, S.A UL Avenida de Europa No.2, Edificio Alcor PlazasAla Este Planta 4a — Moduls
3, Alcorcor, Madrid, 28922, Spain
Logista Retail France S.A.S France Long haul transportation in France 50.0
Inmeuble Le Bristol, 27 Avenue des Murs du Parc, 84300 Vincennes,
Frarce
Logista Retail taha SP.A Ttaly Wholesale to tobacconists in Italy 500
Via Valadier, 37 — 00193 Roma, ltaly
Logista Retall S.A.U Spamn Sale of tcbacco products in Spain 500
C/ Tngo, 39 - Peligone Industnial Polvoranca, Leganés, Madnd, 28914,
Spamn
Logista Strator, SLU Span Distnbution of POS software 50.0
C/ Tngo. 39 — Poligono Industrial Polveranca, Leganés, Madrnid, 28914,
Spain
Loqista Transport Europe B.V. The Netherlands  Holding Company 50.0
Wikermeerstaat 31 2131 HB, Hoofddorp, The Netherlands
Logista, Transportes, Portugal Industrial parcel delivery and pharmaceutical distribution in Portugal 50.0
Transitanos e Pharma, Lda. Edifico Logista, Rua do Vale da Fonte Coberta, 153 E 167, 2890-182
Alcochete, Portugal
MABUCIG Industnes SA Burkina Faso Manufacture of cigarettes in Burkina Faso 727
No 55,Rue 19.14,, B P. 94, Kodeni, — Bobo Diculasso, Burkina Faso
MABUCIG SA (Manufacture Burkina Faso Manufacture of cigarettes in Burkina Faso 727
Burkinabe de Cigarette) Zone Industrielle de Bebo-Diculasso, Secteur No 19, Rue 19.14 No adressage
55, B.P. 94 - Bobo Dioulasso, Burkina Fasc
Macotab SAS (Manufacture France, Bastia Manufacture and sales of cigarettes 99.9
Corse des Tabacs) Route Nationale 193, Furiani, 20600, France
Manufacture de Cigarettes du Tchad Manufacture and distribution of cigarettes in Chad 850
Tchad 5A . 0502 rue 1036, Arrondissernent 1, N'DJamena, Chad -
Midsid - Sociedade Portugal Wholesale of tobacce and other products 500
Portuguesa de Distribugéo, Edificio Logista, Pracetta do Vale Da Fonte, Coberta 153/167, Freguesia de
SAU - - . Alcochete, Portugal - o
MTOA SA (1) Senegal Manufacture and sales of cigarettes in Senegal 983
Km 2-5 Bld du Centenaire de la commmune de Dakar, Dakar, Senegal
Publicaciones y Libros SA Spain Publishing company 500
Avenida de Europa No 2, Edificio Alcor Plaza/Ala Este Planta 4a — Module
3, Alcorcor, Madrid, 28922, Spain -
Reemtsma Kyrgyzstan OJSC{()  Kyrgyzstan In hquidation 837
115, Ibraimov Str., 10th Floor, Business Center "Asyl-Tash", Bishkek,
Kyrgyzstan
S3T Pte Ltd (1) Singapore Holding investments in subsidiary compantes 510
80 Robinson Road, #02-00, 068898, Singapore
SACIMEM SA (1) Madagascar Manufacture of cigarettes in Madagascar 654
110 Antsirabe - Madagascar, Route d’ Ambostitra, BP 128, Madagascar
SITAB Industries SA (1) Cote D'lvaire Manufacture of cigarettes in Cote Dlvaire 759
Rue de I'Industnie — Lot No 18, 01 - BP 607, Bouake, Cote d'Tvoire
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NOTES TQ THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC continued

Country of Percentage
Name incorporation Principal activity and registered address owned
SITAR Holding SAS France (La Holding investments in subsidiary compariesr 98,0
Reunion [sland)  ZInZ BP. 256 97457 Saint Pierre, Ile de la Reunion, France
Société Africamne dImpressicn  Senegal Manufacture and distribution of cigarettes in Senegal 93.8
[ndustrielle SA (1) route de Bel Air — Kim 2200, Dakar, Senegal
Société des Cigarettes Gabon In lipndation 878
Gabonaises SA (1) 2381 bld Léon MBA, BP 2175, Librewille, Gabon
Societé Industrielle et Agneole  Congo Manufacture and distribution of cigarettes in Congo 897
du Tabac Tropical SA (1) Avenue de la Pointe Hollandaise. Mpila, BP 50, Brazzaville, Congo
Société Ivoirienne des Tabacs  Cote D'lvoure Manufacture and distnbution of cigarettes i Cote d'lvoire 745
SA{) () Cocody-Nord, Quartier Gendarmernie, TF 5937, 01 BP. 724 Abidjan
Société Marocarne des Tabacs  Morocco Manufacture and distribution of cigarettes in Morocce 999
SA 87 Rue Hamed El Figuigul, Casablanca, 20500, Marocce
SOCTAMSA () Madagascar Manufacture and distnibution of cigarettes in Mali 505
15 Rue Geoges V, Mahajanga Madagascar
SOTCHADIS SAS Chad Non-trading 950
502 Rue 1039, BP 852, N'Djamena, Chad
Transportes J Carbo Guijuelo, Spain Transportation of food at a contralled termperature 50.0
SLU. Calle De la Sierra Ventosa, Parcela 38, Pologono Industrial Agroalimentario
de Guijuelo. 37000, Salamanca
ASSOCIATES: INCORPQRATED OVERSEAS
Country of Percentage
Name incorporation Principal activity and registered address owned
24 Hours BV The Netherlands ~ Courner express sector 330
Wijkermeerstraat 31, 2131 HB, Hoofddorp, The Netherlands
Albacetrans, SLU Spain Freight forwarding company 366
Poligono Industrial Campoliano, Avenida Sexta, 0.02007 Albacete, Spain
Alcome S.AS France Waste management 240
88 avenue des Ternes, Paris, 75017, France
Azur Finances SA Camercon Holding investments in subsidlary companies 20.0
B.F 1105, Douala, Camerocn
Compafita Esparicla de Tabaco  Spain Production and sale of raw tobacco 208
en Rama SA (Cetarsa) {1) Avenida de las Angustias, 20, 10300 Navalmoral de la Mata, Caceres, Spaimn
Distribuidora de Ediciones Spain Distribution of published matenals and other products in Spain 350
SADE,SA Calle B, esquina calle 4, s/n. Sector B, Poligone Industrial Zona Franca,
08040 Barcelona, Spain
Distribuwidora de Publicaciones  Spain Distribution of published materials and other products 250
dej Sur, S.A Poligno Industnal Pineda, Carretera De Cadiz A, Dos Hermanas KM 547,
Nave B, Sevilla, 41014, Spain
Digtnibucién de Publicaciones  Spain Distnibution of pubhished matenals and other products in Spain 40.0
Siglo XX, Guadalajara Francisce Medina y Mendoza, 2, 19171 Cabanillas del Campo, Guadalajara,
Spain
Entreprises des Tabacs en Gumnée Conakry  Dormant 0
Guinée (1) B.P 3391, Conakry, Guinea
German-ExBV The Netherlands ~ Courner express sector 350
Wukermeerstraat 31, 2131 HB, Hoofddorp, The Netherlands
Herinvernol, S L Spain Freight forwarding company 366
) ) o Carretera De Madrid, KM. 276. 30500 Molina De Segura (Murcia), Spain o
Innoreste, SLU Spain Freight forwarding company 366
Carretera De Madnd-Cartegena, K. 376. 30500 Molina de Segura {Muraial,
. Spain ,
Lao Tabacco Limited Laos Manufacture and distnibution of cigarettes 1n Laos 437
KM 8, Thadeua Road, P O Box 121, Vienuane, Lao People's Demorratc
L i 7 Republic ) o
Logista Libros SL Spain Distnbution of books 250
Avda. CastillaLa Mancha, 2 ~ Naves 3-4 del Poligono Industrial La Quinta,
Cabanllas del Campo, Guadalajara, Spamn
Mosca China Logisties Ltd Ch:na Freight forwarding company 300
603, no.32 Hong Kong Road, Nanfang district, Qingdao aity
Mosca Italia, Srl Italy Transport activities B6
Via Lulgl Canepa 13, 18165, Genava, ltaly
Mosca Maritime Baleares SL. Spain Freight forwarding company 366

Carretera De Madnd, S/N 30500 Molina de Segura (Murcia), Spain
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Country of Percentage
Name incorporation Principal activity and registered address owned
Mosca Maritime, SLU Spain Freght forwarding company 366
Carretera De Madrid, S/N. 30500 Molina de Segura (Murcia), Spain
Moseca Portugal, Lda Portugal Freight forwarding company 366
Santa Irig, Na Avenida Casal SA Serra No 9, Portugal
Ordimur, SLU. Spain Freight forwarding company 366
Calle Argenting, Margen lzquierda, Peligone Industrial La Serreta, 30500
Molina de Segura, Murcia, Spain
Promotion et istribution a Madagascar Distribution of cigarettes in Madagascar 334
Madagascar (1) Tour ZITAL Ankorondrano, Antananarivo, Madagascar
SITABAC SA Carneroon Manufacture and distnbution of tobacco products in Camercon 345
113 Rue Kitchener, 1067 Bonanjo, Deuala, Camercon
Sociedad Anonima Spain Publications distnbuticn 350
Distribuidora De Ediciones Calle B, esquina calle 4, s/n_Sector B, Poligono Industrial Zona Franca,
08040 Barcelena, Spain
Société Internationale des Madagascar Leaf processing 4789
Tabacs Malgaches (1) BP 270, 401 Mahajanga, Madagascar
Société Nationale des Tabacs Mali Manufacture and distribution of cigarettes in Malt 280
et Allumettes du Mall SA (1) Route Sotuba — ZI, BP 59, Bamako, Mali
Speedhink Worldwide Express  The Netherlands  Courler express sector 350
BV. Wikermeerstraat 31, 2131 HB, Hoofddorp, The Netherlands
Transportes El Mosca Murcia, Spain Freight forwarding company 36.6
SAU Carretera Madnd-Canagena, KM 376.30500, Molina de Segura (Murcia),
Spain
Transportes El Mosca, SAU. Spain Freight forwarding company 366
Carretera Madnd-Cartagena, KM. 376.30500, Molina de Segura (Murcia),
Spain
JOINT VENTURES: INCORPORATED OVERSEAS
Country of Percentage
Name incarpoeration Principal activity and registered address owned
Global Horizen Ventures Heng Kong Sales and marketing of cigarettes in Asia 500
Lirmuted Room 3907-08, 39th Floor, Hopewel! Centre, 183 Queens Road East,
Wanchan, Hong Kong
Intertab SA (1) Switzerland Holding investments in subsidiary companies 500
Societé Fiduciaire Suisse-Coopers & Lybrand S.A, Route de la Glane 107,
Villars-sur-Glane, 1752, Switzerland
West Tobacco Pte Ltd (1) Singapore Dormant 500

1 Harbourfront Avenue #14-07, Keppel Bay Tower, 098632 Singapore
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NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC continued

PARTNERSHIPS

The Group also owns the following partnerships

Name Country Principal activity, registered address and principal place of husiness

Fabrica de Tabacos La Flor de Honduras Holding investments in subsidiary companies

Copan SdeRL.deCV Registered address and principal place of business Apartado Postal 209, Coloria
Meja-Garcia, Santa Rosa de Copan, Honduras

Imperial Tobaceo (Efka) GmbH & Gerrmany Manufacture of tubs in Germany

Ce.KG Regstered address and principal place of business Behninstrasse 122 A, Hamburg,
22763, Germany

Impenal Tohacco Kazakhstan  Kazakhstan Marketing and distribution of tebacco products in Kazakhstan

LLP () Registered address and pnneipal place of business. 3rd Floor, Pnime Business Park,
100/2 Nursultan Nazarbayev Avenue, Medeuskty District, Almaty, 050000,
Kazakhstan

ITG Brands Holdpartner LP United States of Marketing and sale of tobacco products m Unuted States of Amernica

America Registered address and prineipal place of business: 714 Green Valley Road,

Greensbaro, NC27408, United States of America

The subsidiaries listed were held throughout the year and the consolidated Group financial statements include all the subsidiary
undertakings identified. All dormant UK entities have taken the exemption available to not have an audit of their financial statements.

Uniess otherwise stated the entities are unlisted, have 1 type of ordinary share capital and a reporting period ending on 30 Septemnber
each year.

() December year end

(1) March year end

{u1) Listed entity

(iv} Holding of one type of ordinary share only (where more than one type of share is authonsed/in 1ssue) Only applicable to partly cwned
entities. Percentage ownershipis shown in the tables above,

{(v) Holding of two types of ordinary share (where more than one type of ordinary share 15 authonsed/in 1ssue). Only applicable to 100%
owned subsidianes

(v1) Holding of preference shares only

{(vi1) Helding of ordinary and preference shares

{vi) Holding of ordinary and redesmable shares

(1x) Holding of ordinary and deferred shares

(x) Holding of two types of crdinary share and redeemable shares

11

=

The parcerntage of 1ssued share capital held by the immediate parent and the effective voting nghts of the Group are the same except for
Imperial Tobacco ltalia Stl where the entire share capital, and therefore 100% of the voting rights, are held by a number of Group companies
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SHAREHOLDER INFORMATION

FINANCIAL CALENDAR
AND DIVIDENDS

Half year results are expected to
be announced in May 2024 and the Full
year results in November 2024.

The Annual General Meeting of the
Company will be held cn Wednesday

31 January 2024 at 8.30am at the Bristcl
Marnott Royal Hotel, College Green
Bristol, BS15TA. The Notice of Meeting
and explanatory notes about the
resolutions to be proposed are set out 1n
the circular enclosed with this Report.

Dividends are generally paid at

the end of March, June, September
and December. Payment of the 2023
final divaidend, if approved, will be

on 28 March 2024 to shareholders on
the Register of Members at the close
of business on 16 February 2024. The
associated ex-dividend date will be
15 February 2024.

SHARE DEALING SERVICE

Our Reqistrars offer Shareview
Dealing, a service which allows you
to buy or sell Imperial Brands PLC
ordinary shares if you are a UK
resident. You can deal on the
internet or by phone. Log on to

www shareview.co.uk/dealing or
call them on 03456 037 037 between

8am and 4.30pm Monday to Friday for
more information about this service,

if you wish to sell your Imperial Brands
PLC ordinary shares, you will need your
shareholder reference number, which
you can find on your share certificate.

INDIVIDUAL SAVINGS ACCOUNT

Investors 1n Imperial Brands PLC
ordinary shares may take advantage of
a low-cost Individual Savings Account
{1SA) and Investment Account where
they can held their Impenal Brands PLC
ordinary shares electronically. The ISA
and Investment Account are operated
by Equiniti Financial Services Limited.

For further information please go to
www.shareview.co.uk/dealing or call
Equiniti cn 0345 0700 720.

DIVIDEND REINVESTMENT PLAN

Imperial Brands PLC has setup a
dividend reinvestment plan (DRIP)

to enable shareholders to use their cash
dividend to buy further Imperial Brands
PLC ordinary shares in the market.
Further infermation can be ohtained
from Equiniti on 0371 384 2037 (+44 371
384 2037 if calling from outside the UK)
or online at www.shareview.co.uk.

AMERICAN DEPOSITARY
RECEIPT FACILITY

Impenal Brands PLC ordinary shares
are traded on the OTCQX International
Premuer platform in the form of
American Deposttary Shares {ADSs)
usmg the symbol IMBBY". The ADS
facility is administered by J.P. Morgan
Chase, N.A. and enquiries should

be directed to them at the address
shown below.

WEBSITE

Information on Imperial Brands
PLC is available on our website
www.impenalbrandsplc.com.

Equiniti also offers a range of
shareholder information online.

You can access information on your
holdings, indicative share prices and
dividend details and find practical help
on transferring shares or updating your
details at: www.shareview.co.uk,

REGISTERED OFFICE

121 Winterstoke Road
Bristol BS32LL

+44 (0)117 963 6636

Incorporated and domiciled in England
and Wales No: 3236483

REGISTRAR

Equiniti Limited
Aspect House

Spencer Road

Lancing

West Sussex BN99 6DA

+44 (0)371 384 2037*

+44 (0)371 384 2255* text phone for
shareholders with hearing difficulties
* Lines are open 8.30am to 5.30pm, Menday to

Friday excluding public holidays in England
and Wales

AMERICAN DEPOSITARY RECEIPT
FACILITY

EQ Sharegwner Services

P.O. Box 64504

St. Paul, MN 55164-0504

Toll-free number inside USA:
+1-800-990-1135*

From outside the USA
+1 651-453-2128*

Online:

Visit: www.shareowneronhne.com,
then scroll down to ‘Contact Us’
information.

For more contacts visit

https://adr.com/contact/jpmorgan

* Lines are open Menday to Friday 7am to 7pm
(Central Tune US)

CORPORATE BROKERS

Morgan Stanley & Co. International Plc
20 Bank Street

Canary Wharf

London

El4 4AD

+44 (0)20 7425 8000

Barclays Bank PLC
1 Churchill Place
Canary Whar{
London E14 SHP

+44 (0)20 7623 2323

AUDITOR

Ernst & Young LLP

1 More London Place
London

SEL2AF
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CAUTIONARY STATEMENT

Certain statements in this report
constitute or may constitute forward-
locking statements, Any statement in
this report that is not a statement of
histoncal fact including, without
limuitation, those regarding the
Company's future expectations,
operations, financial perfermarnce,
financial condition and business 1s or
may be a forward-looking statement.
Such forward-looking statements are
subject to nisks and uncertainties that
may cause actual results to differ
materially from those projected or
implied in any forward-looking
statement. These risks and
uncertainties include, among other

FSC* CO01785

factors, changing econaomic, financial,
business or other market conditions
These and other factors could adversely
affect the outcome and financial effects
of the plans and events described in
this report. As aresult, you ate
cautioned not to place any reliance on
such forward-looking statements. The
forward-locking statements reflect
knowledge and information availahle at
the date of this report and the Company
undertakes no obligation to update its
view of such risks and uncertainties or
to update the forward-iooking
statements contained herein, Nothing
1n this report should be construed as a
profit forecast or profit estimate and no
statement in this report should be

Printed by Park Communications on F5CE cerufied paper.

interpreted to mean that the future
earnings per share of the Company for
current ar future financial years will
necessarily match or exceed the
historical or published earnings per
share of the Company. This report has
been prepared for, and only for the
members of the Company, as a body,
and no other persons. The Company, its
Directors, employees, agents or advisers
do not accept or assume responsibility
to any other persen to whom this report
1s shown or into whose hands it may
come, and any such responsibility or
liability 15 expressly disclaimed.

Parz works to the EMAS standard ard 1ts Environmental Management Systern s certified to ISC 14001
This publication has been manufactured using 100% offshore wind electricity sourced from UK wind.

120% of the inks used are vegetable o1 based. 95% of press chemucals are recycled for further use and, on average 99% of any
waste associated with this preduction wil be recycled and the remaining % used to generate enerqy

This document 1s printed on Heaven 42 and Max Ultrawhite, both papers are made of matenial from well-managed,

FSC&-certified forests and other controlled sources. The pulp used 1n th:s product 1s bleached using an elemental

chlorine free (ECF) process

Designed and preduced by Black Sun Global
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