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We are Imperial Brands,

a global consumer
organisation and the fourth
largest international tobacco
company, operating across
120 markets.
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Imperial Brands is transforming. In January 2021
we announced a new strategy, which is supported
by new ways of working to enhance our culture.

By putting the consumer at the centre of the business,
we seek to strengthen sustainable delivery and unlock
long-term value for all our stakeholders.

For more information
please see
www.imperialbrandsplc.com
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OVERVIEW IMPERIAL BRANDS AT A GLANCE

TRANSFORMING
TO UNLOCK VALUE

Driven by insights and data, we seek

to meet the expectations of adult
smokers by leveraging our international
and local brands to serve their needs.
We are refining our ways of working
and fostering our challenger mindset.
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TRANSFORMING OUR BRANDS

Our portfolio of brands connects with aduit
smokers in all the key tobacco and next
generation product (NGP) segments. We
invest in brand innovation to meet evolving
consumer preferences.

CIGARETTES / FINE CUT

Logos

removed |

TRANSFORMING OUR MARKETS

We are focused on five priority combustible
markets representing around 70% of our
adjusted operating profit. We're investing
in impraved sales execution and brand
building to drive sustainable growth.

120

MARKETS

TRANSFORMING OUR CULTURE

We are changing how we work to focus on
the consumer and to align our resources
with our strategy, supported by a culture
change that is key to our transformation.

27,700

EMPLOYEES*

4th largest

INTERNATIONAL TOBACCO
BUSINESS
CIGARS SNUS NGP
Logos i Logos Logos
removed | removed removed
UK Germany Spain
JPS JPS Ducades
Golden Virginia West Fortuna
Lambert & Butler Gauloises Nobel
Carlion Davidoff West
USA Australia
Winston JPS
Kool Champion
Maverick Riverstone
Backwoods Parker & Simpson
Image { Image Image
I removed removed remaved
i |

*  Pro-forma number excluding the La Rormana disposal See Note ¢ of the inancial statements
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OVERVIEW OUR VALUE CREATION FRAMEWORK

WE ARE

SET UP FOR
SUCCESS

i
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These results reflect the
good progress we are
making in implementing our
new focused strategy to
transform Imperial.

9

STEFAN BOMHARD
CHIEF EXECUTIVE OFFICER
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OUR PURPOSE

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

Pages 6-7

OUR VISION
To build a strong challenger business powered
by responsibility, focus and choice.

Pages 8-9

STRATEGIC PILLARS

O Focus on priority combustible markets

FOCUSING
ON OUR
PRICRITY
MARKETS

- Target Increased investment 1n our
largest and most appealing prefit pools

+ Focus on defined key operational levers
to unlock value

(> Drive value from our broader market

Page 30 portfolio

+ Efficiently manage broader rarket portfolio

+ Create global processes and drive best
practice sharing

» Prepare future growth engines

+ Selectively rationalise portfolic

(> Build a targeted NGP business

+ Focus on heated tobacco in Europe as
primary growth engine

+ Turn arounrd vapour business with focus
on the US, the UK and France

+ Oral nicotine focus on existing markets

BUILDING
A TARGETED
NGP BUSINESS

DRIVING
VALUE FROM
OUR BROADER
PORTFOLIO

Page 32

Page 34

CRITICAL ENABLERS

CONSUMER AT THE PERFORMANCE-BASED SIMPLIFIED AND EFFICIENT
CENTRE OF THE BUSINESS CULTURE AND CAPABILITIES OPERATIONS
Strengthen critical capabilities: Embed fact-based and Simplify the organisation through
marketing, innovation, digital and coilaborative ways of working global processes underpinned
consumer insight by technology
Build a challenger mindset
Leverage relevant brand portfolio throughout the organisation Create and embed a performance
to address key consumer needs management framework that will
Invest in talent and embrace drive agility and accountability
diversity and inclusivity in decision-making
BEHAVIOURS

Start with the consumer, collaborate,
take accountability, be authentic, build our future.

Pages 12-13
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PURPOSE

LED

FOR SUCCESS

Our purpase is our guiding light. It defines why
we are here, what we are trying to achieve over
the long term and the growing contribution we
can make to society over time.

FORGING A PATH

This is our
commitment

to finding a long-
term solution for
harm reduction.
We have started
the journey. it will
take time, energy
and creativity

but we are clear
on our direction.

HEALTHIER FUTURE

This is our
commitment

to make a positive
contribution to a
healthier future

for our consumers
and saciety through
potentially reduced
risk products as well
as our commitments
to operating
responsibly and
minimising our
impact on the planet.

MOMENTS OF
RELAXATION

AND PLEASURE
This recognises
why our consumers
enjoy our products
and our role to
provide genuine
choices in how
experiences

are delivered.

6 IMPERIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021
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Our purpose is
forging a path to a
healthier future for

moments of
relaxation and
pleasure.

29

MURRAY MCGOWAN

CHIEF STRATEGY AND
DEVELOPMENT OFFICER

WWW IMPERIALBRANDSPLC COM 7



CLEAR
VISION

FOR SUCCESS

Our vision sets out our medium-term aspirations.
It defines our priorities and focus for the next
five years and ultimately underpins the delivery
of our longer-term purpose.

BUILD A
CHALLENGER
BUSINESS

This is about the
mindset we want to
embrace, one that
plays to our historic
strengths as the
smaller player yet
faster, more agile
and confident.

POWERED BY
RESPONSIBILITY
We are committed
to operating
responsibly

in everything we
do, respecting our
communities and
our planet.

FOCUS AND CHOICE

We will be
thoughtful

in where we allocate
resources; these
decisions will be
based on robust
consumer insight

to provide adult
smokers with the
best choices.

8 IMPERIAL BRANDS | ANNUAL REPCORT AND ACCOUNTS 2021
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Our vision is to
build a strong
challenger business
powered by
responsibility,
focus and choice.

9

JAVIER HUERTA
CHIEF SUPPLY CHAIN OFFICER

WWW IMPERIALBRANDSPLC COM 9



CONSUMER

CENTRIC

FOR SUCCESS

We believe the world’s
one hillion adult smokers
should be respected

as active citizens,
informed consumers

and diverse individuals.

We also think it is
important to provide
potentially healthier
choices that better
satisfy the preferences
of the consumer.

At Imperial, we see

a path to a potential
improvement in health
outcomes and delivering
a better experience

for consumers, while
continuing to meet

the needs of the varied
stakeholders who rely
upon us.

This is about one billion
very different journeys
and in order to truly
understand and support
those individual journeys
we are becoming more
rigorous and data driven,
adopting the best and
newest techniques

from other consumer
goods sectors to deliver
against the needs of

our consumers.

10 IMPERIAL BRANDS | ANNUAL REPORT AND ACCOQUNTS 2021
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We start with the
consumer, focusing on
consumer insight and
research to ensure we
build a portfolio that
suits them.

99

ANDY DASGUPTA
CHIEF CONSUMER OFFICER
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CULTURE

DRIVEN

FOR SUCCESS

We have laid the foundations for a performance-
driven and inclusive culture which supports the

delivery of Imperial’s new strategy.

Underpinning our cultural shift is a set of five clear
behaviours — how we need to think and act in order

to succeed.

START WITH THE COLLABGRATE BE AUTHENTIC
CONSUMER WITH PURPOSE AND INCLUSIVE
Everything we do We work TOALL

starts with the
consumer - they
are the reason we
are here.

collaboratively with
others to deliver
better outcomes

Everyone is
welcome. The more
diverse we are, the

for all of us. stronger we are.
TAKE BUILD OUR FUTURE
ACCOUNTABILITY

WITH CONFIDENCE /e Stay one

We deliver what
we promise, and
we hold each other
to account.

step ahead,

and challenge
ourselves to be
better every day.

iz IMPERIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021
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We launched our five core
behaviours which describe
how we need to think

. and act in order to
mage n
removed deliver successfully

on our ambitions.

9

ALISCN CLARKE
CHIEF PEOPLE AND CULTURE GFFICER

WWwW IMPERIALBRANDSPLC COM 13



—

i

i Image

| removed

I

THERESE ESPERDY
CHAIR
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OVERVIEW CHAIR'S STATEMENT

A CLEAR DIRECTION

FOR SUCCESS

DEAR SHAREHOLDERS

2021 was a year of irmportant progress,
as we set out our new strategy and
began to build the foundations to
strengthen performarce.

The Beard has continued to

take cecisive action to make the
necessary changes with pace. A key
focus for the year has been to develop
our leadership capabilities, while
supporting the executive team in
their strategic review,

We have made sigrificant progress in
enhancing the composition of both the
Board and the Executive Leadership
Team (ELT). T am particularly proud of
the strong and diverse Board we have
now assembled, which 1s equipped
with a compelling mix of skills and
experience relevant to Imperial and
the challenges and cpportunities

1t faces

Cur new strategy, vision and purpose are
a comprehersive plan for change, which
we have now begurl toimplement. [am
pleased to report our operational and
financial performance for the year

has heen delivered in line w:th our
expectations, reflecting the early fruits
of our mare focused approach under the
new leadership team.

Strategy update

Qur aim is to create a stronger, rore
agile, consurner-centric company At
our Capital Markets Day in January we
set out a clear plan of action that piays
to our strengths as the fourth largest
global tobacco player and nurtures our
strong chailenger rindset and culture.
Core to our new approach is to place

consumers at the centre of cur
decision-making so we are better
placed to meet evolving consumer
needs This 1s key to dehvenng better

and more consistent results over tirme.

Stefan has formed his new Executive
Leadership Team and work has started
to restructure the Company aligned

to the new strategy. Stefan has

led this comprehensive review

and delivered significant change
despite the COVID-19 restricticns,

The Board cortinues to support and
oversee the execution of our strategy
and pays close attention to nsk
management, performance metrics,
our ESG agenda and stakeholder
cngagernent.

Capital allocation

Alongside our strategy, we have
adopted a clear capital allocation
frarnework to define how we wall
prioritise capital deployment over

the next five years. The Board has
carefully evaluated the mvestment
needs of the business, the appropnate
capital structure and the best way

to rnaximise returns to shareholders
through a progressive dividend policy
and by returnung surplus capital.

Strengthening the balance sheet
remains an important priority so

we can reach our target leverage.
Achieving this target creates

the headroom for a more flexible
approach to refurn surplus capital to
shareholders through share buybacks
or special dividends, subject to market
conditions at the ime.

During the first quarter, we
cempleted the sale of our Premium
Cigar business, which will raise total
proceeds of €1.225 billion. To date, we
have realised proceeds of £1.15 billion,
which have been used to reduce debt
These proceeds, together with the
heneflt from the decision in 2020 to
rebase the drndend by one-third and
our ret cash generation 1n the year,
and the favourable exchange rate
benefit, mean our net debt has reduced
by more than £1.7 bilhon 1n the year.

The Board recognises the importance
of cash returns to investors. In. line
with aur progressive dividend policy,
and teking into account underlying
business performance, we have
announced a 1.0 per cent increase

for the final dividenc this year.

Board engagement

The Beard has stepped up its
engagement with key stakeholders
this year. We held four Board listening
events with groups of employees from
around the world These events were
great opportunities for the Board

to hear feedback directly from
employees, as part of our overall
engagement strategy. The outputs

of these Board sessions are featured
later in the People and Culture section
of this report These activities build on
the town halls and other activities led
by Stefan and the executive teamn.

WWW.IMPERIALBRANDSPLC COM 15



OVERVIEW CHAIR'S STATEMENT - CONTINUED
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With our new strategy clearly
articulated, we have plenty to
achieve in the year ahead.

The Board continued an active
dlalogue with shareholders and

we have recelved regular feedback
reparts from investors throughout the
year. [ have also met with our largest
shareholders to update on pregress,
listen to feedback and to discuss ary
concerns. I am pleased to report the
actions we have already taken have
resulted in a more positive dialogue
with shareholders, although much
remains to be achieved through our
five-year plan.

I have also supported the new
leadership team in their increased
engagement with all key stakeholders,
imcluding customers, supnliers,
regulaters and NGOs, and we look
forward to building on this in the
coming vear. The Board believes
this more outward-looking eppreach
is critical to changing the culture

to create a stronger and more

agile business.

Operating responsibly

Qur commutment to our environmental,

social and governance (ESG)
responsibilities is captured in our new
vision, purpose and values and will be
delivered through our strategy.

Since becoming Chair, [ have taken

a direct interest in our ESG agenda
and chaired a cross-functional ESG
Steening Comnittee to maintain
oversight on progress against our

five ESG priorities. However, with the
new LLT 1n place, it is now appropriate
that Stefan chairs an operational

ESG Steering Committee with
representation from the key functions.

29

This will make reqular reperts to the
Board and [ will remain fully engaged.

The Board supports greater
transparency, and has agreed
additronal publicly aval.able KPIs

for climate and energy, farmer
livelihoods, human rights and waste
to help our stakeholders measure our
performance going forward. We have
aiso reviewed our progress towards
the requirernents of the Task Force on
Climate-related Financial hsclosures
{TCFD) and we are currently on track
to deliver the required disclosures

1n 2022, " am pleased we have also
commutted to be net zero by 2040.

We recognise the mest important ESG
prionty for many of our stakeholders
is consumer health and, in order to
realise our harm reduction ambitions,
we need a stranger NGP business
offering potentially reduced risk
products This is a key pillar of the
new strategy and our market trzals in
heated tobacco and vapour are critical
to establish the right foundation

for this husiness. We will continue

to report progress on these trials,
which will define our metrics for
conaumer health.

The diversity of the ELT and the
Board is an umportant visible sign

of our commitment tc divers:ty and
inclusion ard reflects our dedication
to the continual development of

all aspects of our ESG strategy

environmental, social and governance.

16 IMPERIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021

Board changes

Since becoming Chair, [have been
determined to strengthen the Board's
capabilities, expertise and diversity.
We have made sigrificant progress
1n assembling a high-gquality and
diverse team, notwithstanding the
challenges of the glebal pandemic.
1amn delighted we have been able

to further our expertise in several
important areas including finance,
business transformation, government
and regulatory affairs end large
multinational enterprises, as well

as adding relevant sector experience
In consumer goods and retail.

In January, we welcomed Alan
Johnson to the Beard as Non-
Executive Director and a member

of the Suceesston and Nominations
Commuttee and the Audit Commitiee.
Alan brings a strong financial
background in consumer goods and
retall having held a number of senior
finance positions at Unilever during a
30-year career

In June, Pierre-Jean Sivignon stepped
down from the Beoard for unforeseen
personal reasons, The Board and [ were
deeply saddened to hear of his need

ta step down and would like to thank
Pierre-Jean for his contribution ta

the Board.



in September, we anncunced the
appointment of Ngozi Edezien and
Diane de Saint Victar, whe both
joined the Board as Non-Executive
Directors on 156 November, Ngozi
brings to the Board over 30 years'
experience 1n general management,
finance, consultancy, and business
development gained at multinaticnal

comparnies In Europe, USA and Africa.

Diane has strong legal, regulatory
and ESG experience relevant for us
i the tobacco industry, having held a
number of General Counsel and other
key roles 1n an international career
spanning more than three decades.

On the Executive Director side, we
welcomed Lukas Paravicini to the
Board as Chief Financial Officer in
May. Lukas jomned from ED&F Man
Holdings where he wag CFO and
brings a combination of financizl
and operational experience frem
consumer goods companies, such
as Nestlé and Fonterra, as well as

experience 1n driving tracsformational

change Lukas succeeds Oliver Tant,
who retired from the business in
July. We wish to thank Olver for his
contribution to the business during
his seven-year tenure.

Response to COVID-19

The Board has remained fully
engaged in the Group’s response 1o
the pandemic, with the health and
safety of our people being our first
priority, followed by a focus on
sustaining business performance.
The Group's response has been an
important agenda item at formal
Board meetings and as part of our
informal engagernent.

On behalf of the Board, I would like
to thank our employees for their
dedication and resilience in the face
of the continued COVID-19 pandemic
during the year. Their actions have
enabled our supply chain to operate
smoothly throughout the pandemiic.

The year ahead

With our new strategy clearly
articulated, we have plenty to achieve
in the year ahead The newly formed
executive team will continue to make
the changes required for the next
phase of Impernal's deveiopment

and we will see a new gonsumer-
centred, performance-focused and
collaborative culture emerge

The prioritisation of iInvestment
behind our top-five combustihle
markets and 1 our market pilots for
heated tohacco and vapour 1s creating
a stronger and more focused husiness
that 15 better able to deliver consistent
growth over time

The Board 15 confident that Imperial
has great potential and we remain
focused on delivering the necessary
changes to strengthen performance
and realise value for our shareholders.

THERESE ESPERDY
CHAIR

WWW. IMPERIALBRANDSPLC.COM 17



OVERVIEW CHIEF EXECUTIVE'S STATEMENT

SET UP

FOR SUCCESS

The right strategy, purpose
and mindset

The strategy of [mperial Brands

has three simple priorities. The first

1s to create sustainec value 1n the
combustible market through a focus
on our priority markets where we can
leverage our strengths. The second is
to build a distinctive presence in next
generation products (NGF), which, over
time, delivers a materal contribution
both to harm reduction, through
offering potentially reduced harm
products to consumers, and investor
returns. The third is to drive value from
our hroader global portfolio.

These priorities are mutually
supportive. Scalable success in NGP
requites both consumer fccus and
the full mobilisation of impenal's core
strengths in marketing, manufacturing
and strong retail partnerships. At the
same time, [ believe our responsihle,
long-term commiitment to improving
the wellbeing of consurners provides
a defining mission that energises the
entire organisation.

Delivering on this strategy reguires
15 to put the consumer at the centre
of everything we do, to simplify our
operations and to develop a rigorous
performance culture.

As we build the foundations of this
new culture, over the past year we
have conducted a range of listening
exercises with our 27,700 colleagues.
Through this process, we developed a
new statement of purpose. "Forging a
path to a healthier future for moments
of relaxation and pleasure”,

18 IMPERIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021

Alongside the new strategy we

have developed a vision statement
which 13 "To build a strong challenger
business powered by responsibility,
facus and choice”,

Our challenger mindset1s an important
and distinetive attribute. Although our
brands have deep heritage, Irmperial 1s,
i Importart ways, & young company.
This year marks qur 25th anniversary
as an independent public company
and the key acquisitions that
completed our glabal feotprint occurred
only i1 the past decade. In cur recent
history, we have been at our best
whern we have acted as an ambiticus
challenger, providing genuine choice
for our customers and consumers,

and an additional responsible industry

player for requlators and policymakers.

After just over ayear as CEQ and
having met many hundreds of
colleagues, both virtually and face-to-
face ] can confirm that this business
retains that challenger spirit in
abundance However, as [ said at

the launch of our new strategy in
January 2021, in order to make a
reality of our ambtion to put the
consurmner at the centre, we need to
supplement our core strengths with
additional capabihties in insights,
innovation and product development.

I'd like to take this cpportunity to thank
our colleagues for their significant
contribution, particularly with the
chailenges of a global pandemic.

A YEAR OF PROGRESS

Delivered improved results with growth in revenue, profit and cash

New five-year
strategy and

capital allocation
framework announced

See page 5 for
more information

Purpose, vision
and behaviours
defined to support
culture change

See page 5 for
more infermation

Focus on priority
markets beginning

to stabilise aggregate
market share declines

See page 30 for
more information

NGP pilots underway
in heated tobacco
and vapour

See page 34 for
more information

Strengthened
executive team in
place to lead the
transformation

See page 22 for
more information

Good progress on
adopting rew ways
of working

See page 46 for
more information
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STEFAN BOMHARD
CHIEF EXECUTIVE OFFICER
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OVERVIEW CHIEF EXECUTIVE'S STATEMENT - CONTINUED

66

Being clear about our purpose and vision
enables us to set in place the building
blocks to develop the right culture to

support our strategic delivery.

Qver the past 12 months we have
assembled a diverse, new senior

teamn and refreshed the way we

work. This approach, bringing together
our traditional strengths ané future-
facing capabilities, has led to improved
operational and financial outcomes in.
line with our expectations.

The right team

Drving this new cultare 1s the newly
formed Executive Leadership Team
{ELT). During the year, Andy Dasgqupta
joined in the newly created role

of Chief Consumer Officer and a
re-organisation of our reporting
regions led ¢ the appointment

of Kim Reed as President and CEO

of our Americas Reglon and Pacla
Pocci as President of Africa, Asia and
Australasia (AAA). This new regional
structure enables a sharper focus
hoth on our largest market, the United
States, and the pertfolio of emerging
markets that have the potentizl to
hecome an important future growth
engine. Javier Huerta joined as

Chief Supply Chain Officer and

Lukas Paravicini as Chief Financig|
Officer. A strengthened ELT tearr,
collaborating closely with cur
experienced functional and market
leaders, means [mpenal now has the
nght blend of deep expertise of the
tobacco industry and fresh ideas and
perspectives from blue chip consumer
goods companies, such as Nestlé,
Unilever, P&G and Pepst.

9

Placing the consumer at the centre
of all our decisions

As Chief Consumer Officer, Andy
Dasgupta 15 leading cur focus on

the consumer. Cnder hum, we have
adopted a more co-ordinated approach
to how we collect and use consurner
and competitor insights and data,
which is leading to better-informed
and faster decision-making We are
riow building the right marketing,
brand and portfolio management
capahilities 1o support growth, In
addition, Andy is leading a newly
defined innovation programme that
sits acress tohacco and NGP ta ensure
we can meet consumer needs for new
products, formats and experiences

Ernbedding a high
performance culture

We have taken action to embed a
performance-based culture; one that
holds our teams tc account and rewards
teamwork. For our top-five priority
combustible markets this involved
detailed monthly executive reviews of
each market We have revised incentive
metrics for the Annual Bonus and Long-
Term Incentive Plans (LTIP) to support
our strategic chiectives. We also have
defined the new behaviours which

wil suppoert the challenger-minded,
consumer-centric and responsible
culture we are creating at [mperial.

In the coming year we will be rolling

out a global programme to help our
colleagues understand and embrace
how they can best play a practical role
1n driving our transformation. More
detail on this is given oh pages 46 1o 49.
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Simplifying our operations

To sumphfy our operations, we are
restructuring the organisation to
reallocate resources to the customer
and consumer-facing areas in our
prionity markets while simplifying
other aspects of operations. This

is realising savings to fund our
investment plans. For example, we
have already restructured cur sales
and marketing organisation, reducing
the number of market clusters from 13
to 10. In addition, our business services
are implementing modern operating
models, which will embed more
effective ways of working.

The right performance

Our results reflect the acticns taken

to facus our investment tightly behind
our priority markets and to drnive a
more rigorous approach to managing
performance in tobacee and NGP. In
tobacco, we have begun to stabilise
the iong-term aggregate market share
declines in our five priority rarkets
through a greater focus on performance
management, brand refreshes and
enharncing our sales footprint in select
areas. On a constant currency basis,
Group net reveriues grew 1.4 per cent
year-on-year reflecting continued
strong pricing dynamics. Reported
ravenue grew 0.7 per cent at actual
exchange rates. As anticipated, we grew
our Group adjusted operating profit by
4.8 per cent in the year on a constant
currency basis driven by a reduction in
aur NGP losses and higher Distribution
profit from Logista. Reported operating
profit grew 15.2 per cent at actual
exchange rates. We delivered sohd
cash flow performance, generating
£1.5 bilhion of free cash flow.



Focus on priority combustible
market portfolio

Aggregate market share in our five
priarity combustible markets declined
by just two basis points, compared to a
17 basis point dechine last year. Share
gains 1n the US, UK and Spain partially
offset declines in Germany and Australia.
This relative improvement retlects the
benefit of the changes we are making
to focus greater resource and more
detailed performance management on
these prionty markets We have begun
o Increase invesiment 1n these markets
behund some clear operaticnal levers,
such as increased sales force and key
account managerment, areas which
were identified by the local teams. We
are making good progress, although
the main investment 1mcrease beging
1n the coming year. Further details are
provided in the Operating Review.

Build a targeted NGP business

The NGP category remains relatively
nascent in the majority of markets
We have an exciting opportunity to
make a meaningful contribution to
harm reduction by building a targeted
and sustainable Lusiness in this
market, offering potentially reduced
risk products. Qur new approach
offers cansumers greater choice 1n
markets where they already express a
preference for a particular praposition.

In heated tobacco, two trials in: the
Czech Republic and Greece with our
Puize and {D propositions have received
a positive response from our trade
partners and consumers, These are
attractive markets because heated
tobacco is already a well-established
NGP category and we can leverage our
exlsting route to rnarket for combustible
tobacca products. The valuable
consumer ingights we gain from these
pilot initiatives will inform the scale
and pace of further market rollouts.

In the United States we have

also started tnals for a revised
praoposition for cur vapour product, bly,
including more inovative consumer
cornmunication and customer support.
We have chosen to do this in a focused
geocraphic area to best assess the
impact of our new approach

Modern oral nicotine continues to
perform well in Norway and Austria,
markets where consumers have a
preference for this type of propesition

Deliver value from broader
market portfolio

Our detailed strategic review created
2 clear role for each of tmperial's
markets. The structured approach to
market segmentation will drive our
allocation of resources in terms of
management time and investment
Cur more focused approach has
supported rmarket share gains

across the Group with overall
tobacco share up 20 basis points
year-on-year. Highhights include a
strong performance from the Afrnican

market cluster, which has grown share,

net revenue and profit.

Environmental, social &
governance [ESG)

Our approach tg ESG supparts our

new tusiness strategy and defines

our responsibilities as a business. It

is algned with these UN Sustainable
Develepment Goals which are most
relevant to our Company strategy,
narnely consumer health, chimate and
energy. farmer livelihoods and welfare,
hurnar rights, and waste

Furthermore, we have recently made
a commitment to be net zero by 2040.
We already have targets which are
consistent with reductions required
to limit climate warmimg to 2°C, which
have been approved by the Science
Based Targets initiative (SBTi). We
intend to re-engage with SBTito
approve revised and more armbitious
goals consistent with climate warming
of 1.5°C and cur net zero ambition.

We have strengthened our ESG team
with the hiring of Tony Dunnage as
global lead o ESG Tony brings more
than 30 years' experience in Unilever,
directing end-to-end supply chain
and manufactunng sustainability for
250-plus factenes and reports directly
to the ELT.

Capital allocation priorities

We have a clear capital allocation
frammewocrk linked to our strategy to
maximise returns for shareholders,
with four clear capital prionties

+ Invest behind the new strategy to
deliver the growth mnitiatives.

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

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

 Surplus capital returns to
shareholders to be considered once
target leverage has been achieved.

This year we reduced adjusted net debt
by £1.7 billion, on a constant currency
basis, with net debt to ERBITDA geanng
reduced by Q.5 times to 2.2 times, at
constant currericy. At actual exchange
rates, reported net debt reduced by
£1.8 hillion.

In iine with our progressive d:vidend
policy, the Board has decided to
increase the dividend by 1.0 per cent,
and we remain commutted to providing
a reliable, consistent cash return

to shareholders

Outlook

We remain on track to deliver against
our strategy with our expectations

for the coming year in line with the
guidance we provided at our Capital
Markets Day 1n January this vear, At
constant exchange rates, we expect to
deliver net revenue growth at a simular
Iate to the 2021 financial year, while
adjusted operating profit 1s expected to
grow slightly slower than net revenue,
reflecting the increased investment in
Hne with our strategic plan

Qur flve-year strategy to strengthen
performance and deliver growing
shareholder returns 1s divided into two
distinct phases The year ahead will
complete the two-year ‘strengthening
phase with further investment in our
five priority markets and NGP pilots,
the embedding of new ways of working
and cost-saving initiatives in line with
aur plans. This builds the foundatiors
for the subsequent three-year phase

of our plan, in which we will accelerate
returns and deliver sustainable growth
in shareholder value.

W%J %—
STEFAN BOMHARD
CHIEF EXECUTIVE OFFICER
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OVERVIEW LEADERSHIP

A STRENGTHENED TEAM

Our newly assembled
Executive Leadership
Team (ELT) brings
fresh perspectives
and consumer-facing
capabilities to the
business from a

diverse range of
FMCG backgrounds.

This, in combination with the deep
tobacco industry knowledge that exists
across our market leadership teams,
gives us confidence that we have the
right blend of skills and experience to
deliver on our strategy

Five additions to the ELT this year
include Chief Financial Officer

Lukas Paravicini and two new Reglon
Presidents, Kim Reed and Pacla Pocai

Andy Dasgupta was appointed to the
newly created role of Chief Consurner
Officer, and Javier Huerta has joined
to lead a new single, connected and
integrated supply chain function

Image
remaoved

STEFAN BOMHARD
CHIEF EXECUTIVE OFFICER

Stefan has experience of leading the delivery of
transformational change, having spent five years as

CEO of the international automotive distnbution business
Inchcape. His 30 years of business experience also include
senior roles in the consumer goods sector at Unilever,
Procter & Gamble and Cadbury, as well as the challenger

firms Bacardi and Burger King.
Image
removed |

|
L |

LUKAS PARAVICINI
CHIEF FINANCIAL OFFICER

Lukas has a track record of driving transformational
change 1n financial and operational roles at international
consumer gocds organisations. He was previously CFO
at agricultural commodities and brokerage group ED&F
Man Holdings and also held senior positions at Fonterra,
the world's largest dairy exporter. These roles built on a
22-year career at Nestle,

Image
removed

JOERG BIEBERNICK
PRESIDENT, EUROPE REGION

Joerg has extensive tobacco industry knowledge from
his four years on the ELT, including a six-macnth period as
Joint Interim CEQ. Prior to joining Imperial he developed
considerable brand marketing and general management
experience from senior roles in the consumer sector at
Kimberly Clark, Georgla Pacific and Procter & Gambile.
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ALISON CLARKE
CHIEF PEOPLE & CULTURE OFFICER

Alison is a highly expenenced global business leader
having held senior positions at Whitbread, Hutchisar,
United Utilities and at Incheape, where she held
responsibility for all aspects of people and culture
strategies. She has led a number of large HR functions,
ard teams responsible for business transformation,
communications and ESG.

1
Image |
removed |

ANINDYA (ANDY) DASGUPTA
CHIEF CONSUMER OFFICER

Andy has held senior executive positions in marketing,
strategy and general management for large global
businesses in multiple markets. He developed extensive
consumer experience working in serior roles in the
consurmer healthcare division at GlaxoSmithKine,

the Global Beverages Group at PepsiCo, and at Fonterra,
where he led the global consumer-branded business.

Image
removed

JAVIER HUERTA
GLOBAL SUPPLY CHAIN OFFICER

Javier has extensive experence 1n supply chain, operations
and consumer goods having held & number of senior roles
i an 11-year career at Unilever, most latterly as Executive
Vice President Supply Chain for Foods and Refreshment. His
strong consumer goods background also includes a 1d-year
career in various roles at Nestlé

|

mage I
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MURRAY MCGOWAN
CHIEF STRATEGY & DEVELOPMENT OFFICER

Murray has a strong background in strategy gleaned from
strategic and operational leadership roles for a number of
high profile businesses including Costa Coffee, Yurn! Brands,
Cadbury and The Restaurant Group. He also worked with a
ranqe of leading g.obal FMCG and retail businesses during
his time at McKinsey & Company.

Image
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PAOLA POCCI
PRESIDENT, AFRICA, ASIA AND AUSTRALASIA REGION

Dapla has a strong understanding of geographically
diverse consumers and of cperations management across
traditional and modern retail channels. In her 22 years

at Procter & Gamble she held leadership positions across
developed and developing territories, including Europe,
the Middle East, the US and China, and across multiple
FMCG categories.

Image
removed

KIM REED
PRESIDENT AND CEQ, AMERICAS REGION

¥irm has a wealth of experience in consumer goods and a
track record of more than 30 years in sales and executive
leadership roles. She joined cur US business as Executive
Vice President, Sales in 2019 to successfully design and
oversee a comprehensive sales transformation strategy.
Prior to joining ITG Brands, Kirmn was General Manager of
US Sales at The Kellogg Company.
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OVERVIEW BUSINESS MODEL

UNLOCKING
VALUE

Image
removed |
!
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OUR ASSETS

OUR PEOPLE
27,700 employees

We have 27,700 committed
and passionate employees
who want to make

a difference

OUR BRANDS
160 brands

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

OUR RELATIONSHIPS
120 markets

We have solid, trusted
partnerships with stakeholders
inciuding customers and
suppliers across 120 markets

OUR OPERATIONS

31 manufacturing
sites

We have a network of

31 manufacturing sites that
source and process tohacco
raw materials to provide high
quality products at lowest cost

OUR INDUSTRY
KNOWLEDGE

Our deep knowledge of the
tobacco and nicotine industry,
including our scientific and
regulatory understanding,
helps us to operate responsibly
in all our markets

OUR FINANCIAL
STRENGTH

We are able to raise prices

to more than offset volume
declines to deliver high
margins and strong cash flows
to invest and drive return




OUR BUSINESS ACTIVITIES

ADULT CONSUMER INSIGHTS

We start with the consumer — and everything
- we do is based arcund a deep understanding
of adult smekers and nicotine consumers. This
is led by our Chief Consumer Officer and we
unlock value by ensuring we cffer the right
product choices (¢ meet consumer needs.
These insights provide competitive advantage
and inform how we communicate with adult
consumers and our product offerings in both
combustible tobacco and NGP.

=

MARKETING & INNOVATION

Qur marketing and innovation teams
add value by using consumer insights
to develop a portfolie of combustible
tobacco and potentially reduced

harm NGP to engage and excite adult
consumers. We use sales and marketing
communications and innovation to
differentiate our brands and meet
evolving consummer needs.

L

EFFICIENT MANUFACTURING

Our manufacturing teams take the raw materials and
employ the latest production methods, working to the
highest guality and product manufacturing standards.
QOur 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
expertise to deliver high-quality products. We also

use third-party logistics companies to distribute

our products.

R

SCIENCE & REGULATION

We use our know-how and smaller size to ke
agile in how we respond to regulatory changes.
This is supported by our science and corporate
affairs teams who understand the regulatory
environment in all our markets and ensure we
operate responsibly with high quality products
compliant with local standards.

.
—7

SUSTAINABLE SOURCING

Our leaf purchasing teams 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 our sourcing needs including leaf,
nicotine and non-tobacco materials such as
papers, filters and packaging, as well as the
power and water we use to run our factories.

1G]

STRONG RETAIL PARTNERSHIPS

The sales and marketing teams in our regions
add value through their strong partnerships with
our customers, which is a source of competitive
advantage, We understand their needs and

help them to navigate the changing requlatory
environment. Our goal is to deliver mutually
attractive comercial arrangements that

support growth and value creation for our retailer,
wholesaler and distributar customers. We want
our customers to grow so we grow as well,

WWW IMPERIALBRANDSPLC.COM
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OVERVIEW INVESTMENT CASE

AN ATTRACTIVE
INVESTMENT PROPOSITION

Our new five-

year strategy will

build a better and
stronger business

by leveraging our
assets and capabilities
to unlock value for all
stakeholders. Alongside
our strategy we have
set out a clear capital
allocation framework
to support investment
in the new strategy,
strengthen our
balance sheet and
deliver enhanced
shareholder returns.

&

@

REVITALISED
TOBACCO BUSINESS
DRIVING STRONG
CASH RETURNS

The tobacco value creation

model remains resilient with
affordability and strong brand
loyalty supporting sustainahle
pricing. By focusing on our top five
comhustible markets that generate

c. 70% of operating profit contribution,

with selective investment in brand
equity and sales force, we will stem
market share losses to generate
improving cash returns from

our combustible business.

Our five-year plan will deliver a
stronger financial outlook with
a clear operational and financial
focus over two phases.

c./0%

OF PROFIT
CONTRIBUTION
COMES FROM TOP
FIVE COMBUSTIBLE
MARKETS
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NGP BUSINESS
PROVIDING OPTIONS
FOR POTENTIAL
HARM REDUCTION
AND GROWTH

Next generation products have
great growth potential as they are
still 2 relatively nascent category
in the majority of markets. We have
unified cur NGP operations under
a single leadership, incorporating
agile and entrepreneurial ways

of working as a differentiated fast
follower. By revising our category
prioritisation and limiting our
category/market combinations,
taking a relentless consumer focus
and a more disciplined investment
approach, we have a clear plan to
enhance our NGP delivery,
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SELF-HELP
INITIATIVES DELIVER
OPERATIONAL
IMPROVEMENT

AND STRENGTHEN
PERFORMANCE

Investment and operational
improvements will enhance financial
delivery as we build the right capability
and focus on our enabling functions
to support the new strategy. With the
consumer firmly placed at the centre
of our business, and a challenger
mindset re-estzblished, teamwork
and collaboration are encouraged with
rewards and incentives based mainly
on shared Group abjectives.

STRONG
SUSTAINABLE CASH
FLOW GENERATED
FROM A HIGH
QUALITY
PORTFOLIO

The business remains highly cash
generative with low capital intensity, a
working capital focus and disciplined
capital expenditure producing cash
conversion of typically between 90%
and 100%. Group expectations are for
flat adjusted operating profit in FY22,
thereafter delivering improving profit
growth with a three-year mid-single
digit compound annual growth rate.

PROGRESSIVE
DIVIDEND
SUPPLEMENTED

BY CAPITAL
RETURNS AT THE
APPROPRIATE TIME

Near-term capital priorities include
targeted investment in operational
levers, a progressive dividend policy
reflecting underlying performance and
a commitment to an investment grade
credit rating. Once target leverage is
achieved, the Board supports surplus
capital retums via a share buyback
and/or special dividend.

and NGP over two phases:

Our five-year plan will deliver a stronger financial outlook with a clear operational prioritisation in tobacco

Strategic focus

Net revenue

Adjusted operating
profit

Cash flow

Dividend

Leverage

Further capital
returns

Phase 1 - Strengthening
FY21to FY22

Phase 2 - Accelerating returns
FY23 to FY25

Increased investment in operational
growth drivers in tobacco and NGP

New ways of working deliver efficiencies

Implement aperational excellence
improvements

Investment and operational
improvements enhance financial delivery

Consolidate investment in tobacco and NGP

Leveraging efficiency benefits

Gradually improving trajectory with 5-year CAGR of 1-2%

FY22 adjusted operating profit margin flat*
on FY21, with no margin reset

Delivering improving profit growth
3-year CAGR of mid-single digits

Ogperating cash ffow conversion typically between 90% to 100%

Progressive dividend policy reflecting underlying performance

Committed to investment grade credit rating (lower end 2.0x to 2.5x Net Debt/EBITDA)

Once target leverage achieved, Board supports surplus capital returns

* excludimg non-repeat of net £40m US state Ltigation settlament charge,
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OVERVIEW OUR OPERATING ENVIRONMENT

MANAGING OUR MARKET DRIVERS

The global tobacco market

is valued at US$850 hillion,

with cigarettes representing

the largest category with

over 5,200 billion cigarettes
consumed each year. Althgugh
glabal cigarette consumption is
declining, more than 19 per cent

of the world’s adult population still
choose to smoke. The development
of potentially less harmful next
generation products {NGF),
coupled with social change and
regulation, is resulting in some
smokers choosing alternative
nicotine products such as heated
tobacco, vapour and oral nicotine,
that do not involve the combustion
of tobacco. The industry remains
highly competitive with four global
players as well as local operators.

US$850 bn

THE GLOBAL TOBACCO
MARKET VALUATION

AEERN

.

5,200 bn 19%

CIGARETTES CONSUMED OF THE WORLD’S ADULT
EACH YEAR POPULATION STILL
CHOOSE TO SMOKE
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REGULATION AND EXCISE

Tobacco and nicotine regulation continues te

evolve and remains a sign:ficant influence on how we
manufacture advertise and sell our products, and how
our consumers buy and enjoy them. Regulation varies
widely across regions and markets At a regional level,
the EU has comrnitted to re-examining its Tobacco
Products Directive. Nationally, countries such as New
Zealand have unvelled comprehensive programmes
of new regulation, while the US and Greece have
further developed product-by-product approval
pathways for the marketing of tobacco and nicotire
products Combustible tobacco 1s heavily taxed,
contributing globally more than US$200 billion to
goverrments each year.

Despite these measures, smoking among adults
persists Many of the world's one billion adult
smokers cheose to use tobacco products in markets
where there are extrerne restrictions an tobacco
availability, marketing, and use. Imperial Brands
supperts reasonable and rational regulation of
toghacco and nicotine products, in sorme cases

going beyond requirements established in law.
Most notably, our products are for adult nicotine
CONSUITIETS OTLY.

We pronibit sales to those under the age of 18
worldwide, even in prisdictions where this is not

a legal requirement, and where the legai age is higher,
we take that as our lirmit We take firm steps to help
prevent retailers from selling to minors and have
robust procedures in place to promote compliance.
Cn this and other requlatory 1ssues, we wark
proactively with governments, legislators and
requlators around the world to help ensure that

our business operates legally and respensibly.

Our products can be controversial, but the way

that we da businessis not.
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HARM REDUCTION

We are reassured that some global requlatars have
continued to pursue and promote tobacco harm
reduction policies. These are enhightened public
health strategies that recognise the failure of
traditional, absolutist messages of tobacco control
to achieve their chjectives, and propose instead an
approach of reducing the health impacts of nicotine
consumption, rather than seeking to elminate the
hahit itself. Governments that have followed this
approach, such as the United Kingdem and New
Zealand, accept that not all nicotine products are
equally harmful, and that public health benefits can
be realised at a population level if existing smokers
transition to poterntially less harmful products,

50 long as there1s mirumal transition in the other
direction, and such products do not attract new
users who would not otherwise have chosen to
cansume ricotine,

Jurisdictions that have implemented tobacco harm
reduction policies have seen positive public health
results, yet the approach has not yet captured the
support of all regulators. This is partly attributable

to the refusal of tobacco control activist networks to
acknowledge the weight of science 1n this area This
leads to counterproductive and regressive strategies,
such as aggressive tax increases, which hmit the
transition to potentially less harmful alternatives
and pose risks to public health targets and fuel the
iliicit trade.

There are faint but welcome signs of change in

the US, the Food and Drug Administratien has

twa specific pathways open to novel tobacco and
nicotine products that acknowledge that some such
products either offer a modified risk compared to
existing tobacco products, or are "appropriate to

the protection of public health”. The process of
accessing these pathways is nghtly ngerous,

if somewhat opaque and burdensome. Yet the
mnsistence on examining the scientific basis for

the safety of complete products, and considering
their impact at a population level, 1s a marked
improvement 1n the quality of the requlatory debate.

ILLICIT TRADE

Unfortunately, the prevalence of the
illicit trade in tobacco products means
that we face competition from a less
scrupuious criminal supply chain, lllicit
tobacco deprives the responsible industry
of revenue, deprives governments of vital
excise, and deprives consumners of the
security of enjoying rigorously tested,
high-quality products. The illicit trade
1s a complex phenomenon, driven

by economic, practical, and pelitical
factors. Fighting illicit trade requires

a co-ordinated appreach from
government and industry. Imperial
continues to work with enforcement
agencies to reduce this scourge.

MANAGING WIDER
IMPACTS

It is not just dedicated tobacco and
nicotine regulation that affects our
business. Sustainability concerns
have grown in areas such as single-
use plastics and have expanded nto
r.ew areas as our portfoho widens

to encompass electronic consumer
devices, batteries and other associated
product types. Meeting the additional
challenges raised by this increased
complexity, and helping cur consurmers
to navigate both the regulations and
the claims made In this area, are a
priortty. Our new sustainability KPIs
will embed this priority at the heart
of our ESG agenda, and will enable

us to demaonstrate cur progress,

as we engage with national and
regional authorities on issues
ranging from litter to the sourcing

of precious metals.

IMPACT OF COVID-19

Although COVID-19 has had a
significant impact on all our lives, the
mpact on the tobacco industry has
heen relatively hmited with travel
restrictions and lockdowns causing
some changes in consumer bhuying
patterns in different markets and
channels such as duty free. We
expect these effects will unwind

as the restrictions are hfted.
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OVERVIEW STRATEGY FOR SUCCESS

FOCUSING ON
OUR PRIORITY

MARKETS

We prioritise investment and resources in
our five most important markets of the USA,
Germany, UK, Australia and Spain,
which represent more than 70 per cent

of our operating profit.

FOCUSING ON OUR
LOCAL JEWELS

In Spain we are leveraging the full
potential of our local jewel brands
by focusing on brand building and
awareness initiatives.

Our Nobel cigarette brand, which already
has strong equity and national coverage,
1s benefiting from orgoing investments
in pack and product quality.

Limited edition packs, designed in
collaboratton with leading local artists,
are tapping mto Nobel's heritage to
drive market share gains.

[n response to positive consumer
feedback, a strong pipeline of further
brand building mnitiatives is i place
for Nobel.

BUILDING BACKWOODS
AND MEETING NEEDS

In the USA the actions we're taking
tobuild on the unique equity and
positioning of our leading mass
market cigar brand Backwoods are
continuing to drnive strong top and
bottorn line growth.

We are extending the brand'’s regional
presence in previously under-penetrated
areas of the country and building

on a tned-and-tested programme

of consumer ergagement activities.

In addition, the Backwoods range has
been evolved to better meet consumer
expectations through new product
offenings including premium exclusive
editions and smaller pack sizes to
drive consumer tnal.
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ENHANCING OUR
SALES EXECUTION

Qur strategic review highlighted

the cpportunity to enhance our sales
execution in our prioiity markets and
this year we mcreased investment in
both the USA and Germany.

For example, we added 200 more sales
pecple in the USA, while optimising
sales force coverage across the

nght cutlets. Similarly, in Germany,
we have invested to improve sales
force effectiveness and presence

in under-represented channels

and geographies.

We are investing to equip our
sales people with better tools and
information systerns to help them
serve our customers better,



OVERVIEW STRATECGY FOR SUCCESS

32

DRIVING VALUE
FROM OUR BROADER
PORTFOLIO

We have identified additional

opportunities to drive growth whilst

realising efficiencies in our broader
market portfolio, with our strategic review

defining a clear role for each market.

STRONG PLATFORM
FOR GROWTH IN
OUR AFRICA REGION

In Africa we have leadership positions
n four of our top five markets, thanks
to strong brands and unparalleled
route-to-market capabilities.

We have identified opportunities to
drive growth through multiple levers
1n the region, where affordability is
IMproving as incomes increase.

These levers include better application
of our global brands in more premium
price tiers, leveraging our local

jewe. brands and clasing our sales
coverage gaps.

AN ATTRACTIVE
OUTLOOK IN
EASTERN EUROPE

Qur portfolic of Eastern European
markets has the potential tobe a
platform for future growth

As part of our new strategy, we are
priontising investment where we see
the best growth prospects for tobacco
ar NGP.

In our five largest rarkets in Eastern
Europe — Poland, Ukraine, Romania,
the Czech Republic and Hungary — our
strategic analysis suggests there is an
attractive value growth opportunity
over the next five years.

IMPERIAL BRANDS | AWNUAL REPORT AND ACCQUNTS 2021

BUILDING ON QUR
NORDICS TRACK
RECORD IN SNUS

Traditional oral micotine products
have z long hustory of use in the
Nordics where our strong market
positior.s make us the clear number
two player in this category.

We've achieved steady year-on-year
growth since acquinng the Skruf
business in 2005, building a 20% share
in Sweden, the largest market, and a
40% share in Norway,

We remain well placed in the category
and are confident it our ability to build
on this track record in the years ahead.



OVERVIEW STRATEGY FOR SUCCESS

BUILDING

A TARGETED
NGP BUSINESS

Our disciplined approach to building a
successful and sustainable NGP business is
informed by local consumer insights and

detailed market testing.

HEATED TOBACCO
PILOTS UNDERWAY

Market tnials of our Pulze heated
tobaceo device and compatible 1Dy heat
sticks have heen commenced 1n the
Czech Republic and in Greece.

Heated tobaceo 15 an established and
quickly growing NGP category in both
countries, territories in which Imperial
already has a strong route to market
for its traditional tobacco products

The valuable consumer insights
gleaned from these pilot initiatives
will inform the scale and pace of
further market rollouts within Europe.

TESTING A NEW
APPROACH TO BLU

In the USA, the world's largest vapour
market, we have been tnalling a
refrashed consumer proposition for
our blu brand

Supporting the geographically focused
pilot in the city of Charlotte, North
Carolina, is a "Get Unlit” promotional
carnpaign that resonated strongly
with target consumers in pre-

launch testing.

Enhanced blu product packaging
has been made availabie across
more than 220 key stores and a

full in-store and digital consumer
engagerment programme was rolled
out from October
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POSITIONS OF PROMISE
IN MODERN OND

Products in the modern oral nicotine
delivery category (OND) do not contain
tobaceco and are more widely available
thar traditional OND products.

The category 15 expected to grow
raptdly and, through our ZoneX brand,
we have established some prormising
share positions i Europe that we can
continue to build over time.

Ag part of our disciplined and targeted
approach, we will stay focused on

our existing presence within Europe,
and have no plans to expand to other
markets at this stage.



PERFORMANCE KEY PERFORMANCE INDICATORS

HOW WE MEASURE PERFORMANCE

These key performance indicators are used to assess the progress we are
making in delivering our strategy. We revised the KPlIs this year to align
with our new strategy and our remuneration incentives.

AGGREGATE PRIORITY MARKET

TOBACCO & NGP NET REVENUE

ADJUSTED EARNINGS PER SHARE

SHARE VS PRIOR YEAR {%0) o (EBN) (PENCE) e
n 2bps[ | o2 | €7.6bn ] a | 246.5p |

2 [ 7bps| £8.0bn* | 2 | 254.4p* |

w | 22bps| w | £8.0bn| m | 272.3p%+ |
Performance Performance Performance

Qur strategic focus and rigorous
performarce management has begun

to arrest the aggregate weighied market
volume share performances in our prianty
markets, foliowing several years of decline,
Gains in the USA, UK and Spain were offset
by dechines 1n Australia and Germany

Definition

Aggregate weighted market volume
sharebased on our five prionty markets
(USA, Germany, UK, Spain ana Austraaz,
Market volume share 15 calculated based

cr a 12-month mowving annual total (MAT)
volume share pesition from Septamber to
August. The market volume size used in the
welghting calculation 1s based on a censtant
prior year end actual market size.

TOBACCO & NGP ADJUSTED
OPERATING MARGIN (%)

Tabacco & NGP net revenue declined
4.7 per cent at actual exchange rates.
Excluding the Premium Cigar Division,
Tobacco & NGP net revenue declined

1.8 per cent at actual exchange rates but
grew 14 per cent on a constant currency
basis Tokacco net revenue increased
by 1.5 per cent excluding the Premium
Cigar Division disposal and NGP
revenue was down by 3.9 per cent

both at constant currency

Definition

Tehacea & NGP net revenue comprises
tobacco and NGP revenue less duty and
sirmilar items, excluding pernipheral products.

* £77hn excluding Premium Jigat
Division disposal

DIVIDEND PER SHARE (PENCE)

Adjusted carnings per sharc was up

2.8 per cent on an crganie constant
currency basis, excluding a carrency
headwind of 3.1 per cent. Beparted
ealnings per share was up 895 per cent.
This 1s explaned in the Financial Review.

Definition

Adjusted earnings per share represents
adjusted profi: after tax attrinutable o the
equity holders of the Company divided by
the weighted averace nurnber of shares in
issue during the per:od, excluding shares
neld to satisfy employee share plans and
shares purchased by the Company and held
as treasury shares

* 247.0pewctuding Premaum Cigar Jrasinn csposal.
=+ 2019 EPS restzted to exnilde other incame,

RETURN ON INVESTED CAPITAL
(%)

o

a | 43.5% . 2 139.1p | a | 16.5% |
o | 41.2%* | 137.70 | o | 15.2% |
N 440% | v 2066p) © | 15.9% |
Performance Performance Performance

Margins inproved primanly due to lower
NGP write-downs and losses

Definition

Tobacco & NG operating margin is adjusted
operating profit divided by tobacco & NGP
Tet revenue axpressad as a percentage

= 42 1% excluding Premmuur Jigar
Dwasion disposal.

0 KPIs used as bonus and LTIP
performance criteria for Executive
Directors. See Remuneration Report
on, page 124 for more infornnation

The dividend grew L.C per cent reflecting

our pragressive dividend policy. Thus follows
the Board's decision in May 2C20 to rebase
the dividend by cne-third to accelerate

debt repayment

Definition

Dividend per share represents the total
arnuzl drvidends, being the sum of the
paid interim dividend and the proposed
final dividend for the finanemal year,
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Return on ivested capital improved :n
the year driven by a reduction. m invested
capital as a result of the disposal of the
Prermurm Cigar Division.

Definition

Return on invested capital measures the
effectiveness of capital allocation and 1s
calculated by dividing adjusted operating
prof1l after tax by the annual average

of intangible assets, property, plant

and equipment, net assets held for sale,
nverntories, trade ard other recervables
and trade payables and other current
liahilities. The annual average 1s defined
as the average of the opening and closing
balance sheet values



NON-FINANCIAL KPIs'

ENERGY CONSUMPTION ABSOLUTE C0O, WASTE (TONNESY? LOST TIME ACCIDENT

{GWH)2 EQUIVALENT EMISSIONS FREQUENCY RATE
(TONNES)*2 (PER 200,000 HOURS)"®

a g 78] @ sperieso] wsen]  a 2'

0 | 773 | 20 94,57‘: {fﬂ,ma [ 248,616 ] 20 20 0.32

19 [ 788 ] ] 104,397 hss,ws [ 258,589 | 13 19 r 0.4 }

Performance Performance Performance

We have seena 17 per cent O scoeen We have seen a 15 per cent Our continued focus on health,

decrease [Tl eneIgy CONSUMpOn () stope2 decrease i waste from our safety and nsk management

from our 2017 naseline year
Qur target 1 to reduce energy
consumptlon by 25 per cent
by 2030

Cur 2021 relative energy
consumption 1s 95,740
kKwh/fmillion,

Definition

We measure relative ind:cators
aga:nst "Emilhion” tobacso
anc NGP net reverue. Energy
consumption covers the
energy used in our offices,
manufacturing sites anc by
our sales fleet vehicles. The
energy we use orginates
from a variety of sources
including foss:1 fuels and
renewable saurces,

O TOTAL ABSOLUTE CO-E EMISSIONS

Performance

We have seen a 14 per cent
decrease 1n total Scepe land

2 erissicns from our 2017
baseline year Our targeti1sto
reduce CO.e erussiens by 28
per cent by 2030 We have also
set a Scope 3 target to manumise
cur carbon impact beyond our
direct operations

Definition

We report on greennouse

gas ermigsions resulting from
:he cperations that fall wathin
our consolidated financial
statements, using the
operat.onal control reporung
appraach. We report on the
SEVEIL IMAIN gIeenhouse gases
and report:n terms of tonnes
of CO: equivalent (CO.e)

2017 baseline year. However,
we have seen a 4 per cent
increase in waste compared
to last year which is due to an
improvement in the accuracy
of measurerments. One of our
sites in Central Amer:ca has
3 new waste managermertt
provider who weighs the
waste on site which provides
mMore accurate data,

We seek to mirumise the waste
and waste to landfill associated
with our productlon processes
through a combined approach
of reduce, reuse and recycle.

Definition

This includes waste from
manufacturing sites and main
offices, excluding Logista and
Sales and Marketing entities

It does not include any matenal

which is re-used.

has resulted 1n a 16 per cent
declhine in our lost time
accident rate comnpared

ta last year.

Definition

A logt time accident 1s an
"an-the-job" acaident that
results :n an employee beng
unahle 1o return to wark for
a minmuam of cne full day.

NET DEBT TO EBITDA (MULTIPLE)

")

CASH CONVERSION RATE (%)

"]

TOTAL SHAREHOLDER RETURN

o

e |MFERLAL RRANDS RETLRN INDEX

00—
Pl r 2.2x l 21 =0 = = FTSE 100 RETURN INDEX
; 200 T =
w | 2.7 w | 127% | 0 P -
100 o \_.\/
I 29x] e | 95% | 50
0— ; T T T ;
200 2013 2015 2017 20018 2021
Performance Performance Performance

The ratio trajectory continues to LImprove,
supported by streng cash flows and the use
of divestment proceeds from the sale of the
Premium Cigar Division to pay down debt,

Definition
Adjusted closimg net debt divided by
adjusted E3ITCA

Adjusted closing net debt is measured

at balance sheet foreign exchange rates,
with a full reconciliation shown in note 300
Adjusted EBITDA 15 caloulated as adjusted
operating profit plus amart:sation,
depreciation and impairments,

2021 cash conversion of 83 per cent reflected
unwind of prior year Logista working capital.

Definition

Cash conversion 1s calculated as cash
flaw from operations pre-restruciurng
and before interest and tax payments
less net capital expenditure relating to
property, plant and equipment, software
and intellectual property rights asa
nercentage cf adjusted operating profit.

See www mpenalbrandsple carn/sustainab. ity for mere informabon.

[

Total shareholder returns rebounded in
the year, growing 25 per cent, as naws of
the new srategy stabilised share pnice
performance and the dividend catir 2019
was anrualised.

Definition

Tctal sharehelder return is the total
Investment gain to shareholders resulting
from the movement in the share price
and assuming dividends are imrmediately
reinvested 1n shares.

2020 and 2027 data has agen indeperdently assured by EY. Our Reporang Criteria Doctment contalns detall on definition and scope of all non-hnznaial KPTs,

. Qur 2021 envitormental data fellows the reporting period G4 financial year 2020 1o O3 financial year 2020 This 1s to allow for data callectior, validation and 2xternal

assurance. Our reparting scone and defirttions are desailed m the Beporting Criteria Decitment published on oty webe:ts
3, Our health and safety data s fer the full 2021 financial year. Jur reparting scope and defimitions are detailsd in the Repcrting Cnteria Document pubhished on

aur website.
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PERFORMANCE STAKEHOLDER ENGAGEMENT

BUILDING TRUST WITH OUR
STAKEHOLDERS

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.

Stakeholder group

How the Board considers
this stakeholder

How we engage across the Company

COLLEAGUES

Qur colleagues are
Imperial’s most important
asset, [t1s essential

we create a supportive,
safe and rewarding work
environment to enable
them to deliver our goals
and develop their careers

+ Steven Stanbrook is qur

dedicated Workforce Director,
who sits on the Board

+ In addition to the management-

led workfcrce engagement
events, the Board held four
listening events with groups of
our colleagues dunng the year.
These events included several
Non-Executive Board members,
and gave the Board the
opportunity to hear feedback
directly from our colleagues, as
part of our overall engagement
strategy. This engagement
allowed the Board to
mcorporaie colleagues’ views
nito its decision-making

+ We held listening exercises across all furctions and

regions. The feedback gathered helped to develop
our purpose, vision and behaviours and these were
launched at our first ever glabal all-staff conference

+ We hold CEQ and leadership town hall meetings

in person, COVID permatiing, otherwise virtually
allowmng colleagues the opportunity to qve
feedback directly to the ELT

- We launched a global diversity and inclusion

diagnostic in early FY2l and, as & result of the
feedback, set up four global employee resource
groups {(ERGs) to further understand the issues
raised and to co-create solutiorns. The ERGs
represent gender, ethn:city, LGBTQ+ and disability

+ We use various channels including the Intranet,

[B Weekly and other ad hoc announcements
to ensure regular internal communication
with colleagues

CONSUMERS

Millions of adults
worldwide choose to
enjoy our tobacco and
INGP products. Meeting
their expectations of
quality and understanding
their evolving requirerents
are vital for the long-term
sustainable growth of

our business

+ Feedback from focus groups

held in different markets
with consumers from diverse
zackgrounds was presented
10 the Bozard as part of the
strateqic review

+ Tobetter understand how

[mperial’s existing NGP
propas:ition was perceived by
consumers, the Board saw
focus group feedback by
specific NGP proposition

« Consumer round tables and focus groups are

held — virtually where COVID restricts — to
understand their specific requirements and
changing preferences

Feedback frorm these focus groups 1s used 1n

our decision-making for investments i brand
refreshes and marketing

The new position of Chief Consumer Officer was
created on the ELT to lead and premote consumer-
listening exercises across the Group

A

-l

CUSTOMERS

We work closely with
distributors, wholesalers
and retallers to ensure
our products are available
to adult consumersina
diverse range of outlets
worldwide. They play

a crucial role in our
business model

+ The Board reviews feedback

from customer visits for each
priornty market to monitor
the development of stranger
trade partnerships

+ This feedback influenced

the Board's decision {6 support
the investment to develop

our sales teams 1n the

priority markets of the US and
Germany and tc enhance their
sales tools and technology

= Qur CEO has metwith

custormers regularly since
joiming in 2020

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

+ We have worked closely with our distribuzers

to understand how we can best manage osur
relationships. This has led us to reiaunch a
dedicated tearn to support distributor sales and
build best practice in distributor managemernt
across the Company

For our largest customers we use key account
management practices to better understand
their needs and to create strong commerc:al
partnierships to help both our businesses prosper

38
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Further information on how the
Board has considered stakehclders
when making key decisions is also
given in the Governance Report

on pages 100 to 101.

This section of the report provides
insight inte how stakeholder
engagetrient is taken into
consideration by the Board and the
Executive Leadership Team (ELT) in
their decision-makimg process. It goes
ont to describe how we monitor the
effectiveness of our engagement.

The Board’s decision-making process
1s brought to life in our Section 172
staternent on pages 42 to 44 with
reference to specific examples from
the recent strateqic review.

What matters to this stakeholder

How we monitor the effectiveness of aur engagement

+ Qur colleagues want to see continued progress on equality
and diversity and for ccolleagues to feel included. They
want to see that issues of authenticity and inclusion
around d:sability, ethnicity, LGBTQ+ and gender are taken
seriously throughout the Company

+ They want to see that responsibility and accountanility are
underpinned by a fair assessment of contribution

+ Colleagues want to see senior management lead the new
behavicurs by example to create an environmen: where
Innovative approaches are encouraged and we learn from
our failures

+ Health, safety and wellaeing continues to be a priority in
the workplace

+ Review results of our annual Workforce Engagement

“Have Your Say” Survey

+ The ESG Steening Commuttee, chaired by the CEO,

receives feedback from the ERGs. In addition, as each
ERG is sponsored by a2 member of the ELT and co-chaured
by members of the sentor management, feedback from
colleagues on how the Company 1s progressing 1n taking
on beard inclusivity concerns 15 given to the ELT via
the sponsors

« Feedbhack abtained during the Board listening sessions

+ Qur focus groups inforrmed us that adult consumers
want a choice of brands and qualty products at the
right price points

+ Feedback has alse shown us that consumer preferences
such as cigarette pack formats, flavours and filters
as well as the cho:ce of potentially less harmiul NGPs
evolve aver time

+ Our focus groups have shown us that hstening to these
needs and remaining relevant underpin consumer loyalty
to brands

+ We hold reqular consumer focus groups to assess
the evelution of the impact of our brand refreshes
and marketing campaigns on consumers

+ We believe market share changes across products,
channels and geographtes reflect the effectiveness
of our engagement

+ A diverse portfolio of quality products that appeal
to consumers

- Consistent communication on launch pipeline and
investment behind relevant brands in region

» Ease of ordering and strong supply chain to maintain
high levels of on-shelf availability

+ Support to protect against illicit trade and underage sales
Support and guidance through industry changes,
a.g. initiatives to help customers manage their business
through regulatory change such as display bans cr
plain packaging
Trade programmes that reward customer business growth

» We monitor our performance relative to other FMCG
companies through the Advantage Survey and other
benchmarking surveys. Feedback from these surveys
is reviewed and taken into account in our engagement
plans and in setting priorities

+ We hald management roundtable events with regional

customers to hear first-hand how Imperial is performing
relative to our peers

A quarterly pulse repart provides performance feedback
which 15 used to hughlight areas for improvement

+ We have KPIs to monitor progress against
operational initiatives
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PERFORMANCE STAKEHOLDER ENGAGEMENT - CONTINUED

Stakeholder group

How the Board considers
this stakeholder

How we engage across the Company

GOVERNMENTS &
REGULATORS

(Government approach to
tobacco leqislation varies
significantly across
geographies. [mperal
Brands supports
reasonable and rational
regulation of tobacco
and nicotine products

* Our new corporate strategy
includes a commitment to
building & next generaticn
product (NGP) portfolio
of potentially reduced
harm products

+ Board approval of Modern
Slavery Statement

+ Dunng the year our Chair,
Thérése Esperdy, met with
Us officials to discuss the
US regulatory environment

+ We monitor changing requlations i our

markets and assess the impact on our
existing portfolio and innovations

- We assess regulation impact on pack

design and marketing support around
brand launches

+ This mortoring allows the Board to take

relevant legislation and reguiation into
account when making ita decisions

INVESTORS

Qur investors provide
capital to the business and
monitor management's
allocation: of that capital
within the business

+ Our CEQ, CFO and Chair have
regular meetings with our
top shareholders to hear their
views directly and to update
and cansult with them

+ The Board was involved
i the development and
comrnunicat:on of the new
strategy that was outlined at
the Capital Markets Day 1n
January. Investar feedback
was collected from the
supsequent roadshow

* The Board recelves a report
at every meeting on mvestor
engagement as well as a
feedback report following
a.levents

+ Qur AGM provides an
opportunity for the Board
to meet with investors

« Qur Annual and Interim resul:s

presentations inform investors how the
bustiness is performing. The subsequent
investor results roadshow enabled Stefan to
provide investors with his first impressions
of the business and update them on

his approach and progress on the

strategic review

We maintam a programimne of active
dialogue w:th our key financial
stakeholders, including institutianal
shareholders, potential investars, holders
of our bonds and seli-side research
analysts, Senior management present

at various industry conferences

SUPPLIERS

We maintain strong
relationships with our
tobacco, non-tobaceo
materials (NTM) and NGP
suppliers to help ensure
sustainable supply and
business continuity,
ensuring fair contract
and payment terms

+ Board approval of Modern
Slavery Statement

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

+ During the year we reviewed
the risk of COVID-19 to
supplers, ncluding 1n
respect of logistics

« Our Chair, Thérése Esperdy,
visited our US manufacturing
operations to engage on
supply chamn

+ Our Supphier Qualification Programme 1s

a screening process for all new NTM and
NGP suppliers, requining a self-assessment
on business condust, environmental
management, and labour practices such
as discrimination, child and forced labour,
freedom of association, remurneration,
working hours and health and safety

+ All our leaf suppliers are expected to

participate 1n the Sustainable Tobacco
Programme (STP)

Through our leaf partnership projects we
support comrmunities in tobacco-growing
countries identified ag having the most need
Maintaining meaningful impact during the
COVID-19 pandemic. For example, 1n the
Philippines, we adapted an after school
pragramme to be home-based 1n cases
where children could not attend school
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What matters to this stakeholder

How we monitor the effectiveness of our engagement

Tobacco excise revenues and public health spending

on smoking-related health issues

Assessment of reduced harm from next

generation procducts

Comphance with local laws and regulations

Confidence in our businesses operating legally and
responsibly in that Government or Regulator's region
Collaboration with law enforcement agencies countering
ilicit trade and preventing youth access to tobacco and
nicotine products

We monitor the approval of the listing of our products in
varous markets

We review proposed new regulation and the Company's
ability to be involved in the development of reasonable
and rational regulation

Confidence in the Board that 1t has appropriate oversight
of the management team

Trust in the management team -0 have a strategy and
operational plan to optirnise value creation and ensure

the long-term sustainability of retummns

The setting of expectations cominned w.th the transparent
reporting of performance agains: KPIs both financial and
non-finanecial, including ESG metnes

Disciplined capital allocation

= Qur CEO, CFC and Chair continue to have active

engagement with investors te gather feedback on the
changes we have made

Topics discussed included the actions taken to improve
performance, progress with Executive and Non-Execuative
recnuitment, capital allocation considerations and ESG
The Board also receives an IR repaor: for every Board
meeting, which sets out the latest shareholder views,
share register movements and recent market develepment
Detailed feedback from investors 1s collected after each
investor event and roadshow, which is shared with and
discussed by the Board so it has good understanding of
nvestor views

Qur suppor: with Leaf Partnership projects focusing ar.
having an impact on important 1ssues 10 the countries
from which we source our tobacco including Malaw!,
Mozarmbigque, Indonesia, India, the Phulippines, Dominican
Republic, Honduras and Turkey

Fair contract and payment terms

Vendor rating system for our key NTM suppliers and
annual business reviews

The STP programime supports the sustainable supply

of quality tobacco leaf. 1t is a framework to improve
labour standards, raise standards of living and address
environmental challenges, by sharing knowledge of goad
agricultural practices

The annual STP assessment 1s part of our formal supplier
relationship management, Tt forms part of the suppliers’
ratings that we determine along with quality, cost

and value

In 2021, we have worked with our suppliers to understand
what 1s happening within their supply chain and where
there is the opportunity for us to support them and have
the most positive impact

Onhne engagement and performeance reviews

WWW . IMPERIALBRANDSPLC.COM 41



PERFORMANCE SECTION 172

STATEMENT ON SECTION 172
OF THE COMPANIES ACT 2006

The ongoing susta:nable success of
Imperial Brands is dependent on its
relationship with a wide range of
stakeholders, including consumers,
colleagues, governments & requlators,
customers, suppliers, and investors

The Board seeks to consider the
various interests cf all relevant

stakeholders when reaching decisions.

Engagement with our stakehelders
was central to the formulation of our
renewed strategy and 1s critical 1n
delivenng that strategy in order to

achieve long-term sustainable success.

Our engagement enzbles the Board
to understand what matters to our
stakeholders and consider their
nterests when making decisions.

However, 1t 1s not always possible
to previde positive outcomes for

all of them. The Board, therefore,
sometimes has to make decisions
based on the competing priorities
of stakeholders, but acts in the best
long-term interests of the Company
and 1ts stakeholders generally.

The principles underpinning $172

are not anly considered at Board level;
the diffening interests of stakeholders
are taken into consideration Hy
management when rmaking wider
business cecisions. In performing their
duties during the year, the Directors

have had regard to the matters set out
in Section 172(1) of the Companies Act
2006 and throughout this report you
will find information about how the
Board operates and makes decisions
In accordance with its requirements,

The pnnecipal decisions taken by the
Board in the year are detailed on pages
100 to 101 of the Governance Report.
Our approach below sets out how

the Board is supported in carefully
considering all the relevant factors
that lead to selecting the best course
of action to ensure the long-term
success of the Company.

g 5172 FACTORS |
0 b

The likely The interests
consegquences of the

of any decision Company’s
in the long term  empiloyees

The need ta
foster business
relationships
with suppliers,
customers

and others

The impact of
the Company’s
operations on
the community
and the
environment

The desirability The need
of the Company to act fairly
maintaining a as between
reputation for members

high standards
of business
conduct

of the Company

Examptes of decisions taken by the Board and how stakeholder views and inputs, as well as s. 172
considerations, have heen considered in1ts decision-making are shown on the following pages.
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CONSIDERING STAKEHOLDERS IN

KEY DECISIONS

FOCUS ON TOP FIVE COMBUSTIBLE MARKETS 000

The Board recognises that decisions We are, therefare, investing to support In developing the new strategy,
could be enhanced through the a consistent approach to consumer the Board has also used a fact-
ncreased use of consurner insights nsight, including better capabilities based understanding of our business
and data. These insights have guided in brand and trade marketing, portfolio driving a deeper understanding of
the Board i its decision to focus our rmanagement, imnovaticn and sales consuImer perspectives, competitor
investmernt and resources behind our excellence. This transformation insight, market evolution and

five most important markets. 1s being supported by the newly category potential.

appointed Chief Consumer Officer.

f
——=
CONSUMERS

The Board enhanced our consumer-centric
approach by:

+ Appointing a Chief Consurner Officer to inspire
and support markets

+ Placing consumer insights at the heart of
decision-making

+ Delivering a combustible innovation pipeline
driven by consumer insights

+ Helping markets to understand what consumers
want and to manage their praduc: portfolio

AR
L)
CUSTOMERS

The Board spent tume understanding our customers’
needs to enable them to support our consumers by

+ Helping markets tobetter develcp
customer relationships

+ Improving and increasing resource and
the capability for custorner engagement

i

COLLEAGUES

The Board considered the capabilities required to
deliver the renewed strategy.

« Appointing new leaders where appropriate and
enhancing the talent pipeline

- Embedding a performance-based culture,
supporting teamwork and collaboration throughout
our business to support cur focus and performance
in these markets

- Communicating with colleagues to ensure
understanding of renewed strategy and that
the Board is made aware of their feedback

+ Investing 1n and upgrading top talent, both
ermnbracing diversity and driving inclustvity

§

GOVERNMENTS & REGULATORS

The Board enhanced its understanding of
governments' and reguiators’.

+ Excise models and their influence on retail
prices and manufacturers’ price increases

+ Tobacco cantrol measures and impact on our
cperating environment

+ Policies and their impacts on downtrading and
illicit trade

INVESTORS

The Board spent time understanding investors’
priorifies, including:

» Delivering a stronger and more consistent
performance from our top five markets

» Maintaining a strong and efficient balance sheet

+ Development of a detalled five-year plan with clear
strategic prionties with Investrnents targeted to
deliver the greatest oppertunities for velue creation

+ The renewed strategy 1s supported by a clear
capital allocation framework to optimise returns
for investors

WWW IMPERIALBRANDSPLC.COM
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PERFORMANCE SECTION 172 - CONTINUED

CONSIDERING STAKEHOLDERS

IN KEY DECISIONS

MORE DISCIPLINED EXECUTION IN NGP 0000

Informed by consumer insights and Clear, fact-based understanding We are focusing our investment
validation, we are resetting our NGP of our business will drive a deeper behind heated tobacco opportunities
strategy with a significantly different understanding of consumer in Europe, and in selective market
approach. This approach aims to percspectives, competiior ins:gint, market opportunities in vapour, particularly
develop a sustainable NGP business evolution and category potential. n the USA. Qur oral nicotine business

that supperts our ESG agenda by
making a meaningful contribution to
harm reduction by offering potentially
reduced risk products.

remains focused on its existing
markets within Europe, Qur
investment will be disciplined

and based on detalled market testing.

g

= m—
—=

CONSUMERS

The Board enhanced i*s consumer-centric
approach by,

+ Improving insights into market developments,
outlook and global product innovation

+ Further integrating marketing and
manufactunng capallity to better support
consumer-led innovation

- Understanding the importance of offering our
consumers & recuced risk preposition

» Providing consumers with differentiated products
developed using consumer insight

AL
o
CUSTOMERS

The Board spent ime understanding our custormers’
needs to enable them to support our consumers by

+ Providing customers with differentiated products
that they want to sell

* Ensuring that customers are appropriately supported

+ Considering their time needs for preparation for
promotion to consumers

i

COLLEAGUES

The Board considered the distinct culture and
capabilities required within the NGP business to
deliver the renewed strategy, including:

+ Building a consumer-focused, challenger mindset

+ Investing 1n and upgrading top talent, both
embracing diversity and driving inclusion,
recognising that this may require a different
skillset to the Group's traditional tobacco business

+ Bringing NGP operations together to more
effectively leverage capability and resources

§

GOVERNMENTS & REGULATORS

Tne Board enhanced 1ts understanding of
governments’ and requlators’ views on NGP including.

» The importance of offering out consumers a
reduced risik proposition

- Their excise policy versus combustible
tobacco products

+ Legality of products within the NGP sector

INVESTORS

The Beard spent time understanding investors’
priorities ncluding:

+ Delivering a stronger and more consistent
performance from our more targeted NGP business
+ Maintaining an appropriately resourced
NGP business
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NON-FINANCIAL INFORMATION
STATEMENT

The following table constitutes our Non-Financial Information Statement in compliance with Sections 414CA and 414CB of the
Companies Act 2C06. The information listed is incorporated by cross-reference. Additional Non-Financial Information is also
available on our website www.imperialbrands.com.

Reporting Palicies and standards Intforrration necessary to understand gur business @
requirement which gavern our approach’ and its impact, policy due diligence and cutcomes
Environmental Occupational health, safety Environmental targets 37,52,53,54
matters and environmensal pelicy
and framewark International management systems 54, 57
* Sustainable Tobaceo PreQramme  Climate and energy 37,52, 5410
56, 83
Reducing wastc 37,53, 56
Sustainable tobacco supply B3,57,58, 60
EmP"JYEES + Code of Conduct Diverse and engaged workforce 47, 48, 49
D= oyIren: polic
Group-wide employ poey Workforce Engagement Director 123
Faiwrness at work policy
Occupauonal health, safety Workplace health and safety 37,57,58
and environmental policy
and framework rternational managernent systems 54,57
Lost tirme acmdent (LTA) rate 37,57
RESPECt far » Humean nghts peiicy Diverse and engaged workforce 47, 48, 49
hurnan rights 3
9 Code of Conduct Workforce Engagement Director 123
Suppler Code
« Supplier quahificaticn programme  Warkplace hezalth and safety 37,57, 58
» Modern slavery statement
v . International management systems 54, 57
+ Speaking Up policy
Social matters + Internatioral marketing standards Responsible operations and people 51, 52,53
+ Fantem marketing standards Youth access preventon 28, 62
« Policy on taxation
Comumuntty contributions and Charitable and polt:cal donations 142,143
volunteenng pohcy
Information security policy
Anti-corruption + Code of Conduct How we manage Tisk 80
anti-briber : ¢ olic ;
and bribe ¥ J;raui.nskuman?ge'ment pohey Governance, nsx management and 80 10 91
peaking Up poacy internal control
+ Finance manual
+ Group control matnx
Supplier Code of Gonduct
Description of principal + Principal nsks ard uncertaintes 80 to 91
risks and impact of Governance, rsk managemenl 117t 119
business activity and nternal control
Description of the + Qur business rnodel 24,25
business model
Non-tinancial key - Key perfarmance indicators 36,37

performance indicators

» Sustainabil:ity performance
indicators

37, 52 to 57, 61

L Natall ef our Grouy pelicies and standards are pub.icly availatle,
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PERFORMANCE OUR PEOPLE AND CULTURE

SETTING OUR PEOPLE UP
FOR SUCCESS

The development of our people and
culture is critical to the future success
of Imperial. When we launched our
new strategy in January 2021,

we described three critical

enablers that would be necessary

for our transformation: putting

the consumer at the centre of our
business; simplified and efficient
operations; and a performance-based
culture and capabilities. We also
explained how these enablers would

be underpinned by new purpose and Image
vision statements and behaviours, removed
which would be co-created with our

27,700 colleagues.

XAMSA
FACTORY OPERATOR
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STRATEGIC PILLARS

FOCUSING

ON OUR
PRIORITY
MARKETS

[

DRIVING
VALUE FROM ‘
OUR BROADER
PORTFOLIO

BUILDING
A TARGETED
NGP BUSINESS

CRITICAL ENABLERS
CONSUMER AT THE PERFORMANCE-BASED SIMPLIFIED AND EFFICIENT
CENTRE OF THE BUSINESS CULTURE AND OPERATIONS
CAPABILITIES

OUR BEHAVIOURS

START WITH COLLABORATE TAKE BE AUTHENTIC BUILD OUR

THE CONSUMER WITH ACCOUNTABILITY ANDINCLUSIVE  FUTURE
PURPOSE WITH CONFIDENCE TOALL

Everything we We work We deliver what Everyone is We stay one

do starts with the collaboratively with  we promise, and welcome. The more  step ahead,

consumer - they others to deliver we hold each other diverse we are, the and challenge

are the reason we better outcomes to account. stronger we are. ourselves to be

are here. for all of us. better every day.
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PERFORMANCE OUR PEOPLE AND CULTURE - CONTINUED

DEVELOPING AND EMBEDDING
NEW BEHAVIOURS

Since January, we have been laying
the fcundations of what — taken
together — constitutes a new culture
for Imperial. Durning 2021, we er.gaged
1w seves of Usteniny exercises aerouy
all functions and regions n order to
develop our purpose and vision (see
pages 6 to 9), and in October these
were launched at imperial's first ever
global all-staff conference, entitled
"Connections’. At this highly
\nteractive event, we also launched
the five behaviours which describe
how we need to think and actin

order to deliver successfully on our
arabitions. In the coming yvear, we wall
develop culture metrics to ensure that
we carefully measure ogur progress on
this joumey.

CREATING NEW CAPABILITIES

The year has seer: unprecedented
levels of organisational change, all
with the objective of better aligning
the business with our strategic
objectives. [n order to focus
management resources on

our prionty markets, we have
reorgarn:sed Imperial into three
regions. the Americas, Europe, and
Africa, Asia & Australasia (AAA) The
number of market clusters has been
reduced from 13 to 10, simplifying
design and creating efficiencies.

To hep fulfil our ambition to put the
censumier at the centre of everything
we do, we have set up the new

Group Consumer Office, led by Andy
Dasgupta. We have brought on board
new talent in crucial consumer-facing
zreas, including insights, portfolio
management and innovation. Alison
Clarke has continued to build the
People & Culture function to support
our transformation and cultural
change agenda During the year we
completed our refresh of the Executive
Leadership Team (ELT), with the

OUR BUSINESS

CREATING A DIVERSE ORGANISATION

ELT

& Male 60%

® Male 66.6%

O Female 40%

C Femnale 33.3%

appointments of Lukas Paravicini as
Chuef Financiat Officer and Paola Pocel
as President cf the AAA region. The
rew ELT brings experience from

a wide range of global consurmer
businesses, including Unilever,
Nastlé and Procter & Gamble, The ELT
Is supported by a 75-strong lmperial
Leadership Tearn, whose members
boast deep knowledge of the industry
and expertise across the value chain.

FOCUSING ON DIVERSITY
AND INCLUSION

A key aspect of our cultural
transformation 1s our focus on
creating a more diverse and
inclusive organisation.

We launched z global diagnostic
survey in Novernber 2020 to better
understand our people's feelings about
how inclusive they felt their working
environment to be. There was a high
completion rate with insightful
feedback, and, in response, we creatad
four glebal Employee Resource Groups
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(ERGs) to further understand the
opportunitles to create g more
Inclusive orgamsation. Each of these
1s spensored by an Executive leader,
supported by members of the senior
leadership team, and focuses on
areas colleagques considered most
important: ethmcity, disability,
gender and LGETO+.

Te build a wider awareness ot how
to build a rmmore d:verse and inclusive
organ:sation, we provided bespoke
e-learming courses in 11 languages

to help our global leaders understand
the topics of “unconscious bias” and
‘microaggressions’ and the impact
these have on our people, especially
those in non-dominant groups. We
have also actively supported global
events such as International Women's
Day, Pride and Blacx History Month.

40 per cent of our hires made in
F¥21 have been female, resulting in
aposihve shiftin the ELT, which is
now 33 per cent female.




ENHANCING OUR SKILLS
& CAPABILITIES

Embedding our riew behaviours
requires patient trajning, mentoring
and dialogue at all levels of the
orgamsation Already, ELT members
have each received more than six
hours of one-tc-one coaching to help
them understand the challenges our
people face and the critical role they
play in building a more inclusive,
consumer-represented organisation,

The ELT ana their direct reports have
committed to completing a further 22
hours of focused training to help them
support our shift in culture and better
understand how our purpose, vision
and behaviours contribute to positive
change Workshaops and other support
desigred to embed our behavicurs
will be rolled out to the full workforce
dunng 2022

SUPPORTING AND ENGAGING
QUR PEOPLE THROUGH COVID

The COVID-19 pandemic has continued
to have a serious impact on our pecple
in all locations. The pace at which
social-distancing restrictions are being
lifted vanes considerably between

markets. Globally, we have maintained
our high tempo of engagement with
colleagues in order to identify any
new or emerqing concerns. Our global
all-staff Connections conference
resulted in more than 1,000 separate
pleces of willlen feedback Other
activities have included reqular

virtual town halls and we will he
launching a new global engagement
survey in November 2021, As well as
our activities looking after the physical
health and safety of our colleagues
(See ESG section pages 50 to 63),

we have maintained cur focus on
supporting the mental wellbeing of
our people, with a range of market-

led imit1atives.

Where apprapniate, we have also

been directly supporting vaccination
efforts. At our factory in the Dominican
Repubhc we facilitated the vaccination
of more than 3,000 people in a four-day,
on-site programimme organised with

the local health ministry. I Laos an
on-site clinic vaccinated 111 employees
and 43 family members.

Image
removed

—_—
I

Image
removed |

T

GROWING RECOGNITION

QOur efforts to create a high-performing
and inclusive environment for our
people have resulted in a growing
number of awards.

This year we were recognised as a
"Top Employer Europe’ for a fourth
successlve year. Country-level
certifications have been achieved by a
record 11 of our entities across Europe,
with our Russian business earning Top
Employer status this year for the first
time. Outside Europe, our businesses in
Morocco and the United Arab Emirates
(UAE) have alsc been recogrused as a
Top Employer for the first time, taking
the total number of certified Imperal
Brands entities this year tc 13. Top
Employers Institute 15 the global
authority on recognising excellence

in the conditions that businesses
create for their people. Cornpanies
participating in 1ts certification
programme have the potential to

gain Top Employer status following

a comprehensive analysis of people
development practices.

Separately, Imperial Tobacco Taiwan
Limiuted {ITTL) has been named by HR
Asia as one of 1ts ‘Best Companies to
Work for in Asia 2021
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PERFORMANCE ESG REVIEW

MANAGING OUR
ESG RESPONSIBILITIES

Managing our Environmental, Social

and Governance responsibilities remains
a core part of the way we operate at
Imperial Brands. Following the refresh
of the company strategy during 2021, a
process of stakeholder engagerment will
be undertaken to confirm our priority
ESC issues, to ensure we align to our
new business strategy and to developing
external expectations.

Building and maintaining trust

with our stakeholders underpins the
success and reputation of our business.
Stakeholder engagement introduces wider

Image
removed

perspectives and enables better decision-
making. It is an ongeing process which
we primarily use to help us understand
key priorities and how we can do

things better.
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OUR SUSTAINABILITY STRATEGY

Our sustainability strategy is central to the long-term success of our business
and underpins cur drive to create shared value for our stakeholders. The strategy
focuses on three pillars identified as having the greatest significance to us and our
stakeholders: a sustainable tobacco supply, Next Generation Products (NGP) and

responsible people and operations. The three pillars of our strategy, designed to
enable growth and create value, define the approach we take to addressing
our environmental, social and governance (ESG) responsibilities.
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Next generation Sustainable tobacco Behaving responsibly
e products supply Behaving responsibly at
Maintaining sustainable all times and providing

Developing alternative

products that are agricultural practices a safe and rewarding
potentially less to ensure a consistent, work environment
harmful ta health. qualtty supply of tobacco. for ernployees.

OVERSEEN BY THE BOARD AND ESG COMMITTEE

The Board has agreed that the ESG Committee will be chaired by the CEQ
and wilt be an executive committee. We have refreshed the ESG Committee
membership and will relaunch in financial year 2022.

@ Read more in our Governance Report on page 104
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PERFORMANCE ESG REVIEW - CONTINUED

OUR PRIORITY ESG ISSUES

Our priority ESG issues
| o2

CONSUMER HEALTH

We understand society's concerns
about the health risks of smoking and
recogriise our role in helping to reduce
the harm caused by combustible
tobacco products.

CLIMATE AND ENERGY

Given our global reach and mfluence,
we want to play a role 1n protecting
the natural envircnment and
actively work to muiniruse our
enviromnental impacts.

Our commitment We are commuitted to strengthening our Next
Generation Praducts {NGP} performance and
n doing se, to making a more meamngful
contribution to harm reduction by offering
adult smokers a range of potentially less
harmiful products,

We are cornmitted to reducing our climate
and encrgy 1mpacts across our value chain,
fram crop production to rmanufacturing
and distnbution

How we are achieving this We have reset our NGP strateqy in FY21
where we are approachung our NGP
expansion through a consumer msights
led challenger mindset

Through pricritising geograph:es where we
waould focus, we are building a streng and
gh quality NGP pipeline leveraging our
scientific knowhow.

Our commercialization approach 1s through
pulot launches to test and optirmnise ou:
offerings for consumers - before scaling

up cur product availability more widely

Marag:.ng clunate-related nisks and
oopartunities across our business and
value chain

Recuring our carbon footprint across our
value chain, We heve science-based targets
for Scepe 1, 2 and 3 approved by the Science
Based Targets initiative.

Better understanding the carbon footprint of
aur NCP

Our pregress in 2021 We have launched our Heated Tobacco
offering {Pulze)in Greece and the Czech
Renublic. Our vapng product myblu now
benefits from an enhanced route to market
and communication plan in the USA.

We have a thriving Oral Nicotine business un
the Nordics with brands like Skruf and have
launched a cutting edge bambooe fibre based
preduct under our Zone-X brand

Our sclentific substantiation to date
continues to ndicate that myblu, Skruf,
ZoneX and Pulze are all likely to be
substantially less harmful than continued
combustible clgarette smokang and provide
potentally reduced risk alternatives to
combustible products for adult consumers.

We refrain from testing our products on
amimals, and use cutting edge in-v:tro
technologies to test cur products.

See more on our science website,

We recognuse that erergy efficiency s the
first step towards carborn reduction and
we have reduced cur absciute energy
consumption by 17 per cent from the

2017 base hine year,

We have seen a 14 per cent decrease 1n

total Scope 1 and 2 emnussions frem gur 2017
haseline year and our taiget 1s to reduce
thern by 25 per cent by 2030,

We have commutted to reach net-zero global
emissions by 2040 in lire with the aim to
lirnit globzl warmuing to 1.5°C.

We were awarded an A rating by CDP for
our 2020 Climate Change submission for a
second consecutive year.

UN 5DGs

We are comumnitted to
tobacco harm reduction.

We are 1aking action to
combat climare change
and 1ts impacts.

Find out more at www.imperialbrandsplc.com/sustainability/performance
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FARMER LIVELIHOODS
AND WELFARE

Farmer livelihoods and welfare are of
paramount importance to sustainable
tobhacco production and we continue to
engage with our suppliers to help to support
and develop farming ccmmunities.

4

HUMAN RIGHTS -
MODERN SLAVERY

As an international business we
recognise the importance influence
and role we have in promoting respect
for human rights across our business
and supply chains.

5
WASTE

As part of our role in protecting the
natural environment, we seek to
minimise waste and waste sent

to landfill.

We are committed to helping to support
farmers to diversify income streams in order
to enhance farming commumity livelihoods
and welfare

We are commutted to raising awareness and
imgroving processes for identify:ng modern
slavery in our business and supply chains

We are commutted to murumising the waste
associated with our products, packaging and
oroduction processes.

Strengthenmng the industry-wide
Sustainable Tobacco Programme (STF) to
measure positive impact.

Maintaining a dialegue with our tobacco leaf
supphers and supportng tnem through our
Leaf Partnersh:ps Programnme to allocate
funds to continually improve access to
basic reeds and diversihication of income

Better understanding modern slavery risk
across our business and spply chains.

Further information 1s set out 111 our Modern
Slavery Statement.

Continuing to educate the business or. the
risk of modern slavery and talonng trairing
to suit different functions.

Introducing a robust approach to protecting
humarn nghts, whizh includes how we address
modern slavery and the1ssue of child labou:
In tobacco fanming using external expertise

Strengthening our qovernance and human
rghts due diligence processes.

Supporting manufacturing sites to
achieve the 2030 *argets set for waste
Innovating waste solutions for

product disposal.

Monitering and responding to EU
lequisiative changes, inciud:ng the Single-
Use Plastics Directive

Industry-wide collaboration focused through
the 3TF.

Engaged with subject matter experts and
local implementing partrners ‘o enable us
and our supplers to better understand the
nsks in certain countries. This informs the
projects we support on the grourd, ensunng
they have mawimurm wnpact for the tobacce
farming communities within which our
suppliers operate

Established a baseline including two
exzernally reported farmer livelinoods KPIs,
These highlight how many farmers have
access to mitianves that aim to1ncrease
farm productivity {97% and how many
farmers are diversifying their income by
growing complementary crops (88%).

A thurd KPI lughhghts the impact of projects
we funded with our suppliers in Africa,
Asia, Europe and South America a:med at
impreving hvelithoods. In 2021 there were
130,000 direct farmer Benaficianes.

Undertook Supply Chain Impact
Assessments with tobacco leaf suppliers w
betier understand importan® human rights
1s5ues 11 our globa: supply chains

Cur Modern Slavery e-learmng module 1s
now avallable to employees in 15 different
ianguages. Introduced more tallored and
in-depth training to cur managers o
modern slavery.

Further developed cur appreach to
unde:taking due diligence in relation to
human rights issues,

Strengthened the Sustainable Tobacco
Prograrmme (STF) to better respond to and
measure the work our suppliers do as part of

a continual process to manage human rigiits.
Established a cross-functional Hurnan Rights

Compliance Working Group.
Develeped a modern slavery audit module
1 collaboration with Slave Free Alllance and

used to conduct a test pilot audit of cur UK
facilities management provider.

We trialled ake back recycling schemes
in Germany and Franee for myhlu poads,
diveriinng consume: Waste away

from jandful

We are improving packaging recyclability

for our combustible brands by replacing
the alumirium inner iiner with pape:.

Ensure access
to water and
sanitation for all,

We are cornmitted
to decent work for
all and sustamable
econorce grewth,

We are committed
to decent wark for
all and sustainable
eConamic growth,

Responsible
COTSUMPION
and production.

1 Datais from strategic suppliers in higaest priorty countnes as cuthined by sustainability index compiled us.ng Maplecrolt zisk indexes.
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PERFORMANCE ESG REVIEW - CONTINUED

2021 PERFORMANCE HIGHLIGHTS

Our key performance indicators reflect our performance against our priority ESG areas,
which are aligned to our new commercial strategy. Below we have presented highlights
from our 2021 ESG performance. We measure our environmental performance by
comparing results with our 2017 baseline year. Our reporting scope and definitions

are detailed in the Reporting Criteria Document published on our website.

GO Environmental

CLIMATE AND ENERGY PERFORMANCE

Performance indicatar 2017 2018 2019 2020 202% Commentary
Operations with ISO % G2 91 26 86 78 Due to the ongoing COVID-19 pandermic, there have
14001 certification been delays in some sites (particularly those in Africa)
in ohtaimng re-certification. We will aim to undertake
areviewmby22
Absolute energy GWih 75 842 788 73 729 We have seen a 17 per cent decrease 1n erergy
consumption® consumption from our 20:7 baselne year. Our target is
Relative energy KwhiErn L2801 108026 98500 90625 067404 "0 rcduce energy consumption by 26 per cent by 2030
consumption! nelrevenue In compliance with the UK streambned energy
ard carbon repornng (SECR) requirerrents, our total
UK energy consumption was 13.46 GWh which s
1.84 per cent of the global tatal {2020 14,33 GWh and
185 per cent).
Absolute Scope 1 Tonnes 118000 1108%6 108,241 99577 95,9874 Cur Scope 1 ermssions arise from stationary fuel
CO:ze emissions! combustion at our sites, refnigerant gases, and momle
fuel cornbustion o our fleet of company sales vehicles.
We have seen a 4 per cen: decrease 1n Scope 1 emissions
since last year and a 19 per cent reduction fzom our 2017
haseline year,
Ahsolute Scope 2 Tormes 16157 161,020 158,108 147,039 143990% Cur Scope 2 emissions comprise the indirect emissions
COqe location-based resulting from the usc of purchased electricity, heat and
emissions! stearn at our sites. We have seen a 2 per cent decrease
in Scope 2 emissions since las: year and an 11 per cent
reductian from our 2017 baseline year,
Total absolute Tonnes 279573 27.916 288589 246616 239,977* We have seen a 14 per cent decrease in total Scope 1
Scope l and 2 CCue and 2 ernissions from our 2017 baseline year. Cur target
emissions! 1s to reduce these emissions by 25 per cent hy 2530,
Relative Scope Tonnes/tm 380 38.2 32.4 08 315* We have also set a Scope 3 target to minimise our
land 2 COze net revenue carbon impact beyond our direct aperations.
emissions' In complrance with the UK SECR requirements, our
totael UK Scope 1 and 2 emissions wera 2975 tonnes
CO-e emmssions, which 1s 1.24 per cent of the global
total (2020 3289 CO-e ernissicns and 1.33 per cent),
Key suppliers by % - 19 22 38 41 We aim to ensure that 50 per cent of our supphers by
spend with science- svend will have science-based targets by 2023,
based targets
Logista absolute Tonnes 38,554 38924 384906 38407 - Logistais ranaged remotely due to commercial
Scopel and 2 COze sensitivities and has provided :ndependently assured
emissions data for absolute Scope 1 2 and 3 enussions, Data for 2021
Logista absolute Tonnes 193611 180980 201565 20m240 — isshllundergoing independent assurance Logista's 2020
Scope 3 COze relative Scope 1 and 2 ermssions comprise 38 tonnes
emissions (2018 38) of COZe per Ermillion of 2020 distribution fees

{our nen-GAAL® reverue measure for Logista) Further
information on the scope of Logista's GHG reporting is
available at www.grupaologista.com
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STEADY PROGRESS IN REDUCING
THE KEY ENVIRONMENTAL KPIs

@ REDUCING OUR EMISSIONS
OVERALL SCOPE 1

SCOPE1 SCOPE 2 AND SCOPE 2

49% decrease 2% decrease 3% decrease
since 2020 since 2020 since 2020

19% decrease 11% decrease 14% decrease

since 2017 since 2017 since 2017
é REDUCING OUR N ! 4 REDUCING OUR
WATER - % - ENERGY
CONSUMPTION . | \ CONSUMPTION
FOR MANUFACTURING SITES,
OFFICES AND FLEET FUEL
/% decrease 6% decrease
since 2020 since 2020
24% decrease 17% decrease
since 2017 since 2017
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PERFORMANCE ESG REVIEW - CONTINUED

WASTE AND WATER PERFORMANCE

Performance

indicator 2017 208 2019

2020

2021

Commentary

Total waste! Tonnes 49141 43,338 41366

40,253

41,714*

We have seen a 15 per cent decrease in waste from our

2017 basehne year. However, we have seen an increase of

4 per cent in waste compared to last year which 1s due to an
mprovement 1n the accuracy of waste measurements from
one of our sites in Central America,

Our target 15 to reduce waste by 20 per cent by 2030,

Waste to landfill! Tonnes 5746 6,769 7..08

6,431

9,411*

We are very disappointed to report a 40 per cent increase in
waste sent to landfill from our 2017 hasaline year, Thisinciease
13 mainiy dnven by two factors. Firstly, one of our sitesin
Central America recorded a doubling of waste to landfill

i comparison to the previous year due to more accurate
measurements by the waste managernent provider, Secondly,
cne of our sites was responsible for safely destroying menthol
cigarettes due to the menthoel cigaretie ban in the UK, which
subsequently led to an increase in total waste to landfill,

Qur target is to reduce waste sent to land{ill by 50 per cent
by 2030 which remnains a key focus area for us.

Landfill %
avoidance rate

95

This year we have calculated the landfill avaidance rate. This
KPI shows the percentage of our wasze diverted from landfill.

Absclute water
consumption'

m’ 1488626 1327102 1316904 1198523 1,109,178*

We are pleased to report a 24 per cent reduciion 1 water use
from our 2017 basehne year, which exceeds our targe! to reduce

water consumption by 15 per cent by 2030, We are currently
reviewing our ESG strategy and wil. set a new water target,

FUEL-EFFICIENT TOBACCO
CURING BARNS

We have been working with our leaf
suppler, Alliance Cne International
(AOI), on a project in Tanzania to
make tobacco cunng barns more
fuel-efficient We source tobacco
from Tanzatua and between crop year
2015 and 2017 we invested 1n a project
which resulted in the conversion of
2021 barns, with an annual saving

of 4244m?* of wood, equating to at
least 355,59 tCO.e saved annually.

In 2021, based on Impenal’s financial
contribution to this project, 2140 41
tCO,e have been reduced, ACI and
Impenal continue to assess bam

1
i
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SCIENCE BASED TARGETS
INITIATIVE

Our carbon targets for Secope [, 2and 3
{supply chain) have been approved and
validated by the Science Based Targets
nitiative {SBT1).

We have joined the Business Ambition
for 1.5°C campaign of the SBTi. This
means we are committed to reaching
science-based net-zero emissions

hy 2040

efficiency projects, \

mage
PREPARING FOR TCFD remeved
[n 2021 we reviewed ourI progress cop

towards the requirements of the Task
Force on Climate-related Financial
Disclosures (TCFD) and we are on track
to deliver a robust disclosure 1n 2022,

By then we alm to have updated our
clirnate scenario analysis for the most
material potential chimate impacts

in our value chain. We will also have
mncorporated the findings from the
analysis into our risk assessment
process and developed metrics to
track and report on these matenzal
climate impacts.

@ See page 63 for further details.

CDP, the international non-profit
organisation that helps companies
manage their environmental impact,
has awarded us an A rating for

climate change subrission in 2020,
for a second consecutive year, We

are also pleased to be recognised as a
Supplier Engagement Leader by CDP
m 2019 and 2020. This recognises the
leadership and actions we are taking
to cut emussions, mitigate climate risks,
contribute to a low-carbon economy
and engage with suppliers to manage
chimate nsk and reduce Scope 3 carbon
ernissions 11 our supply chain,
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We have also been: participating in the
CDP water disclosure for several years
now and are pleased to have scored
an A- for our 2020 sunmission which
ndicates that we are mplementing
current best practices in water
management across our operations
and supply chain. We await the results
from CDP for our 2021 submissions.
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IMPERIAL NAMED AS A
CLIMATE LEADER BY THE
FINANCIAL TIMES

Imperial has been recognised as a 2021
Climate Leader by the Financial Times
1 its first ever ranking of actions
taken by European businesses.

The FT's listing identifies the 300
companies across the continent that
achieved the highest reduction iz core
greenhouse gas ernissions between
2014 and 2019. We're committad to
further reducing our carbon footprint.



GO0 Social

HEALTH AND SAFETY PERFORMANCE

Performance indicator 2017 2018 2019 2020 2021

Commentary

Employee fatalities? number 0 0 2 3 1

We deeply regret to repart 2 work-related fatahty in 2021
followng a road accident. A thorough investigation has
been conducted and support provided to the family

and work colleagues of the deceased.

Contractor fatalities? number 4] 4] 0 4] 0 Health and safety rema:ns a priarity for ali our stakeholders.
Members of the public number 1 4 1 a 0 Road safety remains a prnionty across all of our operations.
fatalities involving

Imperial Brands

vehicles?

Lost time accidents number 92 118 101 30 65 There hasbeen an 19 per cent decrease in the number of
(LTA)?? lost tlime accidents compared to last year.

LTA rate?? losttrne 035 046 045 032  0.27% There has been a 16 per cent decline in our lost time

accidents per
200,000 hours

acoident rate comparad ta last year Dunng Fyzl we
mcreased the use of leading indicators to better manage

warzec nsk throughcut our operations.
Total number of Number 937 331 850 720 573 We have seen a 20 per cont decrease In total aceidents
accidents?? compared (o .ast year
Accident rate?? total accidents 366 361 339 219 236 Wehave seen a B per cent increase in our accident rate
per 205,000 hours comparad tolast year However we are pleased to see a
worzed continued reduction i oar total number of acc:dents and
our LTA rate.
Vehicle accident accidents per - - 503 413 3.9 There has been a 7 per cent decrease i owr vehicle
frequency rate? rmillion kilometres aceident rate compared to last year. Road safety remains
a key priority for us. We adaopt g.obal standards for road
safety and use our Dnive Safe campaign to promote
awareness and influence behaviour
OHSAS 18001 /150 % 87 87 79 79 74 Duetothe ongoing COVID-19 panidemic, there has been
45001 certification delays in soime sites {particularly these in Alrica)
obtaining re-cert:fication, We aim to undertzke a review
n SYEL
DIVERSITY PERFORMANCE
Performance indicator 2mz7 2018 2013 2020 2021 Commentary
Female employees % 40 41 42 43 40  Female employee numbers have decreased by
7 per cent compared o last yezar. This 1s largely
driven by the divestrnent of parts of our Premium
Cigar Division which emnployed a larger number of
females compared to males.
Female Executive Leadership % 1 13 1 4 33*  Weare commutted to \ncreasing ‘female representaton
Team (ELT) members 1n senior management roles to 30 per cent by 2023
Female Board members % 39 33 40 25 22*  The nurnber of female members of the Board on 30%
September 2021 {er.d of FY21) was 22 per cent. ‘We
are pleased to report that from the 15" November
2021 this has new increased to 36 per cent following
new appemtments.
Employee turnover rate % 15 15.1 13z 135 10.2  Employee turnover 1ate has decreased 1n companson

tolast year This is the lowest turnover rate 1 recent years

FARMER LIVELIHOODS AND WELFARE PERFORMANCE

Performance indicator 2021
Percentage of farmers growing complementary crops! a3
Percentage of farmers with access to initiatives to improve agricultural productivity? 97
Farming community members benefitting from Imperial leaf parinership projects 130,000

1 Asrepoited by our Strateqic Supphers for highest proXty sources.
2. As1eported by Strategic Suppliers it high pricrity countres.
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PERFORMANCE ESG REVIEW - CONTINUED

HEALTH AND SAFETY

The health, safety and weifare

of our pecple continues to be of
wimost importance to us. Across

the pusiness we adopt a OHSE
Framework based on the principles

of 'plan, do, check, act'. Within our
manufacturing sites we go further,

as of 20 September 2021, 74 per cent
of our factories were independently
certified to the international stardards
OHSAS 18001 or ISO45001. Lost time
accident frequency rate fell again
dunng FYZ21 continuing the long-term

Image
removed

74%

OF OUR MANUFACTURING SITES
WERE INDEPENDENTLY CERTIFIED
TO THE INTERNATIONAL
OCCUPATIONAL HEALTH AND
SAFETY STANDARDS OHSAS 18001/
150 45001

downward trend. Detalls can ne found
on page 37 of the Key Performance
Indicators section. As well as lagging
indicators such as accident rate, we
continue to focus on leading indicators
to ensure a consistent apphcation of
our OHSE Framework and associated
operating standards.

It is with deep regret that we report

a work-related fatality following a
motercycle accident in Cambodia.

A thorough investigation has heen
conducted and support provided to
the family and work colleagues of the

1 Asreperied by our sirateq.o suppilers for highest pricnity sources
2 Asrteperted by strateqic suppliers in high prierity countries.
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deceased. Road safety remains a
key priority for us. Despite operating
in some challenging regions we
endeavour to ensure the highest
levels of safety are applied across all
the tetritories in which we operate.

FARMER LIVELIHOGDS
AND WELFARE

We recognise that, along with our
direct operations, our supply chain has
the potential for human nghts abuses,
and we are cormmitted to working with
our suppliers and busiress partners to
improve supply chain standards. We
alm to maintain a relationship of trust
and integrity with our suppliers. We
expect our suppliers to conduct theiwr
business in an ethical and responsible
manner and to take direct actions

to address any potential or actual
impacts withir their supply chamns.

For many tobacco farmers in
developing countries tobacco is the
primary cash crop. For these farmers
to become even more financially
sustainable, we believe that working
with leaf suppliers, other related
industries and local stakehaolders,

we have a role to play 1n having

2 positive impact on their lives.

An important piece of this work

18 through supporting farmers ta
maximise their tobacco productivity
and to diversify their income by
developing sustainable income
streamns that are complementary to
their tobacco preduction. In 2021, 88
per cent of our suppliers’ contracted
farmers are growing complementary
crops), such as vegetahles, corn or fruit
trees, and 97 per cent have access {0
initiatives aimed at increasing their
tobacco income’; this includes a wide
range of programmes, from provision
of seeds and expertise to assisting with
access to markets for non-tobacco cash
crops. Some of these are projects directly
supported by suppliers and some are
directly funded by Impenal.

88%

OF OUR SUPPLIERS CONTRACTED
FARMERS ARE GROWING
COMPLEMENTARY CROPS



We maintain a dialogue with our
suppliers, and encourage the work
they are doing in their farming
cornmunities. Additionally, cur
ongoing support through our Leaf
Partnership prograrnme continued in
F721 with Irmperial providing financial
support to projects in 12 countries.
These projects are benefiting as many
as 130,000 farmers and theur farmilies,
There are a wide range of projects,
from increasing access to clean
drinking water to projects aimed
toincrease schaol attendance, and
helping farmers to be more resilient
agammst the effects of climate change.

In 2021, we widened our stakeholder
engagement for us and our suppliers to
better understand what is happening
on the ground in several tobacco
sourcing countries, This included
engaging international experts

to conduct supply chain impact
assessments and local partners to
work with implementing projects

that have the most positive impact.

CONSUMER HEALTH

We understand soclety’s concerns
about the health risks associated with
smoking and recognise the role we
have tc play in helping reduce the
impact of combustible tobaceo on
censumer health,

We substantiate the harm reduction
potential of our NGP through cur
multi-stage, multi-year testing and
research programme. This assessment
1s done for each NGP type compared
to cigarettes to assess the relative risk.

By the end of financial year 2021,
we had the following assessment
cornpletion rates.

+ 75 per cent for our vape device,
myblu (compared to 17 per cent
1n 2019)

+ 36 per cent for our heated
tobacce device, Pulze
{compared to 12 per cent in 2019)

+ 38 per cent for our tchacco-free
oral nicotine pouch product, ZoneX
(compared to 10 per cent in 2019)

CONSUMER HEALTH
CASE STUDIES

Image
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Vape (myblu):
New clinical data suggests myblu efficiently delivers satisfying levels of
nicotine to users’ bloodstreams — but, importantly, does ot exceed that of
combustible clgarettes. Recent trials also demonsirate adult smoekers who
transition either exclusively or partially to myblu experience rapid and
substantial reductions in exposure to harmful chemicals.

Our latest perception and behavioural data suggests while adult smokers
understand that mybiu 18 not nsk-free, they also understand it's likely to be
less harmful than combustible cigarettes.

By the end of fiscal year 2021, our pilot market in North Carolina (USA]
revealed high consumer and trade acceptance of our proposition. Our
conscious strategy to ensure that cur advertising only targets existing
adult smokers, has confirmed that the vast majority of myblu users are adult
smokers and that mybiu is not a "gateway” to combustible cigarette sroking

{"gateway effect’<0.1%).
Image ‘
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Oral nicotine delivery (Skruf]):

We currently have & Nordics focused approach on our Oral Nicotine busiress
where Skruf and ZoneX are performing very well. With a deep censumer
insights-led approach, we have now created differentiated positionings

for our brands targeting different consumer segments, New clinical

data confirms our nicotine pouches efficiently deliver nicotine to users’
bloodstrearns and are deemed satisfying alternatives to combustible
cigarettes that reduce the desire to smoke. Nicotine pouches demonstrate

a favourable short-term safety profile, and while users understood correctly
these products are not risk-free, they perceive them to ke less harmful than
combustible cigarettes. Perception data suggests product appeal 15 hmited
to adult smokers and traditional tobacco users, with recent and long-term
quitters, never-smokers and youth disinterested in trying {0-4% likely)

or purchasing (0.5-4% likely). Finally our behavioural data suggests the
main intent to purchase stems trom a desire to reduce smoking-related
nealth risks.
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Heated tobacco (Pulze):

Pulze Is our heat-not-burn device offer for consumers, for which ouriD sticks
are available in a range of flavours. We have launched this product in 5Y21

i Greece and the Czech Republic and are carefully evaluating all our launch
variables with consumers, with a view to continuously opiirusing the same.

Pulze's aerosol contains up to 96 per cent fewer harmful chemicals compared
to combustible cigarette smoke. This translates directly to substantially
reduced in-witro biological responses. The Pulze proposition is appealing

to adult smokers. As part of our optimisation process, Pulze's scientific
sudstantiation has now entered the clinical assessment phase.

We have published 25 peer-reviewed Imperial authored papers, presented
40 poster presentations and delivered 23 lectures at conferences over

the last five years. We continue to make our saientific research publicly
available; find out more at our dedicated science website.
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HUMAN RIGHTS DUE
DILIGENCE PROGRAMME
TOBACCO LEAF SUPPLY

As an international business
we recognise the role we have in
promoting respect for human rights.

Cur policy and approach are guided

by the internaticnal human rights
principles in line with the International
Bili of Human Rights, the International
Labour Organisation’s (ILC) core
conventions and the principies

and guidance contained within the
United Nations Guiding Principles

on Business (UNGP) and Human
Rights and the OECD guidelines for
responsible business. The UNGPs
require that an ongoing management
process is implemented to ensure that
a company meets its responsibility to
respect human rights.

We have developed a human rights
due diligence framework that 15 used
to monitor compliance with cur due
diligence processes and identify areas
for improvement.

The hurmnan rights due diligence
process 1g based on four key pillars of
dentifying and prioritising nisk, taking
action, monitoring performance and
review and communication.

The framework will support 1n
strengthening our processes for
identifying, managing and mitigating
human rights risk.
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GO Covernance

GOVERNANCE PERFORMANCE

Governance education modules are rolled out to employees with online access based on role and location. For employees who
do not have access to the online system, we waork with local markets to provide translated PDF versions of courses that can be
used locally to deliver face-to-face training. All employees are required to complete these modules.

E-learning course title

Lommentary

Code of Conduct Th.s course introduces our Code of Conduct, reviews our Company values, why we have g Code and how
we all have a responsibility to follow cur Code of Conduct, which 1s translated into 32 languages.
Code of Conduct Part 2 This course explatns the responsibilities each of us has, regardless of our role, seruority or location, to

act In ways that promote a culture of rmutual trust and respect.

Competition Law: An Overview

This course provides quidance tc employeas on how to be aware of, recognise and avaid being invoived

wnillegal compention as well as providing examples of commoen violations of competition law

Give and Get Bribe: An

This course 15 desigred to refresh awareness of laws that make 1t & crime to bribe forelgn government

Antibribery Vignette officials to gain a business advantage,

Modern Slavery Dunng the year we transiated this e-learning course into a further three languages, This short everview
takes a global look a* the human rnights abuse of modem slavery and explains how employees can raise
CONCerns, anc 18 now available in 15 languages.
An exercise catried out in. Laos and Madagascar has delivered the course 1n classrooms (o 4530 people
that do not have access to computers, including farmers,

Combatting fllicit Trade Trus course facuzes an cambeatting llicit rade in two ways, through our collective responsibilities and

hy every employes taking personal responsiility. Throughout the course there are opportunities o
check understancing of the ilheit trade risk and our efiorts to cambar it

Information Security: Phishing

significant breach or leak,

Thus course focuses on how <o protect yourself and data properly and the consequences following a

Share Dealing Code

Furopean Umon (FL7,

This course providas information about share dealing and the Market Abuse Regulat.cn acress the

Data Privacy and Protection: GDPR Th:s course provides an overview of some key requirements of the GDPR, and inciudes s:grificant
examples of how employees must handle personal data and interact with the individuals whose data

they hald

Data Protection and Privacy

and steps required to protect it.

This course defines personally identifiable information and provides an overview of the responsibiilties

MAINTAINING HIGH
STANDARDS OF GOVERNANCE

Doing business in the right

way, having integrity and not
tolerating poor behaviour, fraud or
bribery ensures we behave responsibly
towards our stakehaolders. How we
conduct aurselves and our business
can have wider impacts for society.
Our Code of Conduct is embedded
throughout our Cornpany and drives
our responsible approach. It 1s aligned
with the policies, internal controls and
risk management processes that
underpin our strateqgy.

The Code sets out the responsible
behaviours we expect from employees
in their dealings with colieagues,
CUStormners, consumers, suppliers,

agents, intermediaries, advisers,
governments and competitors, All
employees and business partners
are expected 1o act with integrity
1n accordance with the standards
of behaviour set out in the Code.

SUPPLIER CODE OF CONDUCT

We expect our suppliers to conduct
their business in an ethical and
responsible manner and cornply with
all applicable iaws and requlations.
Our Supplier Code, based on our Code
of Conduct, sets out the behaviours we
expect cur supplers to demonstrate.
Our Supplier Code of Conduct is
embedded inte our Procurement Policy
and precesses which govern how we
select and contract with our suppliers.
Cur Supplier Code of Conduct is

avallable in 19 languages and was
updated 1n 2021 to reference our new.y
published Anti-Facilitation of Tax
Evasion policy.

SPEAKING UP

This year we launched our new
Speaking Up platform, which s
avallable both to our employees
and to other stakeholders, :ncluding
suppliers and farmers. The new
platform offers a wide range of
reporting routes and supports
anonymous reporting and feedback.
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Our supperting Speaking Up policy
has been updated to align with the
new process, with the policy being
made available both internally and
on cur wehsite, Internal processes,
including procurernent and hurnan
resources, have heen aligned to the
new Speaking Up process.

[ssues raised during the year

included allegations of mistreatment
of employees, claims of unfair
treatment or wrongful termination,
allegations of unprofessional behaviour,
pay coneernsg, and misuse of company
propetly. Ouw HR teams were invelved
in dealing with a number of these
1ssues, whilst others were managed
by the Company Secretary, with
investigation support and advice
provided by members of Finance, Group
Security, Group Legal, HR and Internal
Audit, At all imes, the anonymity of the
individual making the complaint was a
key consideration.

RESPONSIBLE MARKETING
AND YOUTH ACCESS
PREVENTION

We are committed to marketing and
advertising our products responsibly
within the laws, codes of practice

andc voluntary agreements of those
countries within which we operate.
This year we updated our marketing
standards to reflect developments

in technology and our NGP portfolic.
We created overarching Marketing
Principles for our Combustible and NGP
categories, which are ava:lable on our
website. All Impernial Brands companies
and employees, as well as the agencies
who wark with us, are expected to
adhere to our standards and local
legislation. Where local legislation

15 stricter, this takes precedence, and
where local legisiation may be less
stringent, then our own high marketing
standards take precedence. We aim

ta roll out an interactive traiming
programme tor employees

and agencies in the next financial
year. All our marketing materials are
reviewed and receive legal sign off.

Tobacco and NGP are for adult srnokers
only. We do not want youths to use any
of our products and take youth access
prevention (YAP) very seriously. We
fully support YAP and minimum age
restrictions for the sale or purchase of
our products.

Foolnotes

YOUTH ACCESS PREVENTION
IN THE USA

Looking to the USA where vaping and
YAP remains an important 1ssue, the
latest publicly available National Youth
Tabacco Survey (NYTS) data {2020),
released by the Centers for Disease
Controi and Prevention {CDC),
demonstrates the considerable impact
Imperial's YAP pregramme has had in
the US. For 1nstance:

In 2020, only 13 of 14,531 respendents

reported using blu vaping products

at any point 1n the past 30 days

(012 per ceul of the papulation),

down from 111 of 19018 1n the

NYTS 2019 dataset (0.59 per cent

of the population).

+ Use of blu vaping products by
tobacco-naive youth remained very
low m 2020, Among youth reported
to have vaped blu at any point in the
past 30 days, only four respondents
within the NYTS 2020 dataset were
tobacco naive (0.028 per cent of the
total population).

We believe our YAP efforts in the USA
provide a model for other responsible
manufaciurers to follow. More
information is available on our
sclence website,

INVESTOR BENCHMARKS

Cur ESG managerent and
performance is evaluated by a wide
range of external rating agencies.

We were rated A i June 2021 by

MSCI ESG Ratings. In its December 2020
ESG Reting repert, Sustainalytics gave
us a medium risk rating score and
concluded that Imperial is at medium
rsk of experiencing financial impacts
from ESG factors due to its medum
exposure and strong management

of matenal ESG issues, Imperial

was noted for its strong corporate
governarnce performance, wiich is
reducing its overall risk. Vigeo Elnis
(part of Mocdy's ESG solutions since
2018) gave us an ESG Scorecard of
42/100 and a Ccmpany Reporting Rate
of 82 per cent 1in October 2021,

In 2020, CDP awarded us an A rating
for our Climate Change submission
for a second consecutive year. We
were also awarded an A- for our

2020 CDP Water disclosure indicating
that we are implementing current
best practice in water management
across our operations and supply
chain. We await the results of our
2021 submussions {o CDP.

We continue to participate in the

CDP Supply Chain Programimne,

which gathers information from

our key supphers on how they

are managing their chimate r:sks

and opportunities. We are pleased to be
recognised as a Supplier Engagement
Leader by CDP 1n 2019 and 2020.

We have also completed the
investor-backed Workforce

Disclosure Initiative since 2019,

This benchmark 1s currently based

on disclosure, and performance scores
have not been allocated.

We helieve it is important for rating
agencles to work together with
companies, investors and other
stakeholders to improve consistency
ard transparency 1 producing robust
ESG data and ratings.

INDEPENDENT ASSURANCE

We appointed Emst & Young LLP to
provide limited independent assurance
over selected sustamnability content
within the Annual Report ("the
Report”), as at and for the period
ended 30 September 2021. The
assurance engagement was planned
and performed in accordance with the
International Standard for Assurance
Engagements (ISAE) 3000 Revised,
Assurance Engagements Other

Than Audits or Reviews of Historical
Financial Informacion.

These procedures were designed

to conclude on the accuracy

and completeness of selected
sustainability indicators, which

are indicated in the Report with an A,

Anunqgualified optnion was issued and
18 available on imperialbrandsple.com,
zlong with further details of the scope,
respective responsibilities, work
performed, limitations and conclisions.

A Select 2021 cata has been independently assured by Ernst and Young LLP{EY} unde: he itmited assurance iequizements of the [SAE 3020 standard,

The Assurance Cpinion 13 available or: our website.

1 Jur Z02] env.ronmental data follows the reporting penod G4 financial year 2C2C to G3 financial year 2022 This 1s to allow {or data callectior, validation
and external assurance. 'We use the GHG Protocol Standard to infarm our report.ng of Scope 1 and 2 emussions Our reperling scope anc definttions are
detaled 1n the Reperting Crizena Docurent publisned on cdr weksite,

8]

puslished an aur websize

3. Acciderts reported do not ine.uds commuting 1o ar from worl or third parties such as distribulors.
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TASK FORCE ON CLIMATE-RELATED

FINANCIAL DISCLOSURES (TCFD)

Imperial Brands is committed to implementing the recommendations of the TCFD and providing transparency to our
stakeholders on progress. We are pleased to provide the below progress update as we prepare for full implementation of
these requirements in our 2022 Annual Report, which supplements the information contained within the Annual Report.

Governance:

We have embedded climate governarce across all levels of
the organisation

L. The Board of Directors is responsible for the ESG performance of the
Company, including climate nisk,

2. The cross-functional ESG Steering Committee, chaired by the CEG
of Impenai Brands, 1s respansible for delivering the ESG strategy and
our climate risk responsibiities.

3. Management-level responsibility has been assigned for specific
climate rnisks and opportunities.

Scenario analysis:

We have undertaken
an initial qualitative
assessment of
climate risk and
opportunity to
inform both our nisk
management and
strategic decisions.

We considered a

2 degrees” aligned
scenario to test

our value chain
resilience toan
ambitious reduction
in GHG emissions, as
well as considering
physical impacts
acToss our

priority locations,

Risk management:

Based on the scenario analysis
findings, we have integrated
climate risk management into

Extreme weather events
causing disruption to
operations, supply and

w distribution of products

our Enterprise Risk Management  -§
framework by considering the o Compliance obligations
impact of chimate change on o from new and existing
each cf our principal risks, E climate legislation
This allows us ta continue to ~
manage and monitor climate Increased costs
nsk effectively as part of core of energy and
business activities. raw materials
Strategy: Increased recycling
Our strategy 15 built on cur rates and reuse
coramitmment t¢ ESG. We have v of materials to
identified a number of climate- -g reduce costs
related opportunities through 3
our scenanio analysis. We are 5 Shift to renewable
now working towards securing & energy to mitigate
these opportunities as we 8 potential price increases
deliver on our decarbonisation k=
cornmitments and integrate E Investing 1n supply

U cham IE‘SIlIeHCE to

ESG fully into our Group
husiness strategy.

reduce disruption

Metrics We are

and delivering

targets: on our
sclence-
based
targets:

Scope 1 Scope 3 50% of
and 2 ermnissions  suppliers
ermugsions  reduced by spend
reduced by 20% having
by 25% by 2030 SBTs

by 2030 by 2023

Landfill Water use
waste reduced
reduced by 15%

by 50% by 2030
by 2030

Next steps:

We will continue
to evolve our
approach to
managing
climate rigks

and opportunities
during FY22.

Key actions

will include:
Developing a
comprehensive
financially
gquantified scenaric
analysis to inform
Culr decisions
across both risk
and stratecy

Developing a chmate
transition plan to

co crdinate efforts
ACTOSS our business
1n pursuit of cur
decarbonisation
fargets

Continuing to
integrate chmate-
related information
nto our Annual
Report and Accounts

Continuing to
encage with
suppliers on
their carbon
reduction plans

WWW IMPERTALBRANDSPLC.COM
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PERFORMANCE OPERATING REVIEW

EUROPE REGION
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JOERG BIEBERNICK
PRESIDENT, EUROPE REGION

Europe delivered gains in regional
market share and a 5.6 per cent
Increase m adjusted operating profit
These results have been achieved
despite COVID-19 restrictions reducing
travel and affecting market and
channel trends, particularly the global
duty free channel Stronger market
size trends ir: Northern Europe,
tagether with share growth in the

UK and Spain and improved NGP
performance, were partly offset

by lower sales in our global

duty free business, despite a

small second-half recovery, and

In tradit:onal holiday destination
markets in Southern Europe.

Share gains in the UK and Spain were
driven by our tobacco portfolio work
and a new strateqic focus on local
Jewel brands, such as Embassy and
Neobel. In Germary, investments in
erhancing the effectiveness and
coverage of our sales force and
distribution have driven an
encouraging improvement in

market share trend 1n recent

months, [t will take time though for
our brand 1nitiatives and portfolio
Investments to rejuvenate our overall
share performance.

Tobacco volumes decreased by 2.6

per cent, driven by relative market size
improvements in the Northern Europe
markets of UK, Germany and Norway
from consumers stayving at home.

A gradual recovery from COVID-19

led to a modest increase in travel
numbers in the second half and a small
improvement to our global duty free
sales and southern European markets.

AT A GLANCE

REGIONAL MARKET SHARE

o +10bps

VOLUMES

o -2.6%

TOBACCO & NGP TOBACCO NET REVENUE*

NET REVENUE~

o +0.2% e -0.6%

NGP NET REVENUE* TOBACCO & NGP ADJUSTED
OPERATING PROFIT*

o +28.8%

*  Change at constant currency.

0 +5.6%

© POSITIVES

+ Germany and UK
continue to deliver
strong financial
performances, with
market size berefiling
frorn reduced travel

 Local jewel brand focus
benefits market share
gans In Spamn and
the UK

+ Heated tobacco
market trials
underway and targeted
mvestment behind
bl holding share

& NEGATIVES

 Reduced travel impacts
sales in global duty
free and traditional
holiday destinations

+ German share
still declining
although with an
improving trend

- Travel recovery
continues to rermain
ditficult to predict
due to varying
COVID-19 restrictions
across Europe
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Full year result Change

Constart
2021 2020 Actual CUrrency
Tobacco volume br SE 126.7 1301 -25%
Totalnetreverve 7 " tm 3,551 3568 -05% 0 2%
Tobacco net revenue - £fm 3425 471 13% I
. NGP ne[{?venue o E}n————————'— N 7]7.25 7 98 - 288% B 28 86’0-
Adjusted operating profit ""Em ' 1,670 ' 1582 T 56%_ T 56°n

Volume trends in Spain, ltaiy and
Greece were still down relative to
historic levels.

Total net revenue grew 0.2 per cent

at constant currency, with {obacco net
revenue down 0 6 per cent at constant
currency. This reflects a price mix
increase of 2.0 per cent, which is
lower than recent years, as a result

af ternperary one-off benefits last
year related to VAT changesin

Germany and UK anti-forestalling
arrangements. Excluding these
temporaty changes, price mix would
have been 3.0 per cent, impacted

by lower global duty free and travel
retail sales. NGF revenues were

up 28.8 per cent, with sales growth
across a number of markets.

Qur biu share 1n several markets such
as the UK, France and Ita:y remains
relatively stable. In heated tobacco we

PRIORITY MARKETS IN EUROPE

GERMANY

13% of Group net revenue

Duty paid sales in Germany continued

to remain strong, with fewer travel and
border restrictions benefiting rarket size.
We Increased investment to improve
sales coverage and strengthen our sales
execution 1o address the share declines,
We have also begun toimplement the
planned brand investments to reposition
certain brands over time. Thiz includes
Innevation targeted at meeting consurmer
preferences for larger pack formats In
NGP, blu vapour brand share has been
maintained with increased pnoing and
lower levels of Investment irnproving
returns. The modem cral nicotine
category continues to walt for a clear
legal definition, resulting in delays ir.
category developrment.

Image
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Combustible share

,9. 90/0 {50 bps)

UK

9% of Group net revenue

Reduced travel, lower levels of

illicit trade and the absence of

a manufacturing price increase
benefited duty-paid tobacco market
size, with an improved trend against
historic norms. Qur tobacco share
performance benefited from an
enhanced regional and key account
focus, with arowth driven from the
launch of Embassy Signature. Market
share was partly impacted by pressure
follownng the characterising flavours
ban 1z May 2020, Our blu vapour brand
share remains stable, with refinements
In our investment levels supporting
improved profitability

Image Image
removed removed

40- 7 O/O (+20 bps)

are on track with cur pulotlaunches
In the Czech Republic and Greece,
although 1t 1s too early to draw
conclusions until we review
repurchase rates.

Adjusted operating profit was up

5.6 per cent at constant currency,
benefiting from reduced losses in our
NGP business and lower regulatory
related costs.

SPAIN

4% of Group net revenue

Reduced tourist numbers as a result
of the global pandemic cont:nue to
negatively impact market si1ze in
Spain. Despite this, our domestic
performance has henefited from

a renewed focus on leveraging the
strong heritage of our local brand
portfolio. Increased investment
behind our local brands, Fortuna and
Naobel, combined with limited editicn
formats have supported market
share growth. We also had success
with a super-king variant of our West
brand blu remains market leader

of the vapour category, with marke:
share holding up well despite lower
levels of investrment.
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29. 10/0 [+1) bps)
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AMERICAS REGION

—
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KiM REED

PRESIDENT AND CEO, AMERICAS REGION

We delivered a strong comnbustible
tobacco performance in the US,

which 18 our largest single market,
contributing 33 per cent of Group net
reveriue Market fundamentals remain
attractive, with strong cigarette pricing
continuing to offset relatively reduced
rates of tobacco market size decline

as wel! as further growth in the mass
market cigars segment

We have increased investment
benind our strategic pricrities,
mncluding the recruitment and
traiming of 200 additional sales

pecple 10 enhance our coverage and
distribution. We have also invested

in orand initiatives for Winston, which
we are trialling in Texas.

The irvestment and additional

focus on performance management
delivered a third consecutive year of
share gains in the US cigarette market,
up 20 basis points, to 9.1 per cent. Share
growth has been driven by Sonoma
and Crewns in the deep discount
segment, while we have mamtained
Winston and Kool's share of their
sub-premium cateqories and
managed the ongeing decline

i our ron-focus brands.,

Tobaceco volumes were up 1.1 per cent,
dniven by strong mass market cigar
growth, which more than offset

the more moderate cigarette

volurme declines.

AT A GLANCE

USA PRIORITY MARKET
SHARE

o +20bps

VOLUMES

o +1.1%

TOBACCO & NGP TOBACCO NET

NET REVENUE* REVENUE*

o +9.6% o +10.4%

NGP NET REVENUE* TOBACCO & NGP ADJUSTED
OPERATING PROFIT*

© -15.5%

= Change at constant currency

o +8.0%

© POSITIVES

- Cigarette share growth
up 20 basis points to
9.1percent

+ Clgarette pricing
remains strong

+ Backwoods and Dutch
Masters continue to
perform strongly i
the mass market
clgar seqriiernt

@ NEGATIVES

+ Results affected by
US state litigation
settlement charges

« PMTA octcome still
pending, creating lack
of clarity for vapour
category development
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Full year result

Change

Constant

2021 2020 Actual currency

Tobacco volume bn SE 215 213 11%

Total net revenue £m 2,534 2,480 2.2% 96%
Tchacco net revenuse £m 2,478 2,409 29% 10.4%
NGP net revenue £m 56 71 -212% -15 5%

Adjusted operating profit £m 1,037 1032 04% 8.0%

Our mass market cigar portfolio
performed well with volumes up

45 per cent and share growth of 500
basis points driven by Backwoods

and the launch of a Dutch Leaf

varant in the value segment. We

are now established as the second
largest manufacturer in the US

market having been number four

a year aga. Sales in the premium
natural leaf segment have benefited
from mncreased activations and hmited
edition launches of Backwoods Overall
mass market cigar performance also
benefited from manufacturing and
investments in improved leaf supply.

Image
removed

On a constant currency basis,
tobacco net revenue increased by
10 4 per cent, benefiting from strong
clgarette pricing and the success

of our rmass marxet cigar sales in

a growing category.

Qur NGP revenies were down

15.5 per cent on a constant currency
basis, with second half revenues
affected by the increasingly
competitive envirenment with
grezter discounting in the categery.
In the second half, we launched

a pilot to test a new consumer
marketing proposition for bly, with
a new packaging and consumer
communication approach.

Adjusted operating profit was

8.0 per cent hugher at constant
currency, driven by the strong
growth in mass market cigar sales,
tobacco pricing and iower NGP
write-offs. Profitahility was also
Irnpacted by a £52 mllion charge
for litigation settlemert costs

in Minnesota and Texas, which
removes uncertainty at a reasonable
cost Excluding these settlement
costs, adjusted operating profit grew

by 131 per cent at constant currency.
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PERFORMANCE OPERATING REVIEW

AFRICA, ASIA AND AUSTRALASIA REGION

Image

removed

PAOLA POCCI

PRESIDENT, AFRICA, ASIA AND
AUSTRALASIA REGION

Cur results were affected by two
events the sale of the Premium Cigar
Division 10 October 2020 and changes
to the Australian excise regime.
Notwithstanding these impacts,

our Africa, Middle East and Asia
regiens reported solid performances
and supported a 30 basis point

mmprovernent 1 overall regional share.

The results presented here are

on an organic basis, excluding the
contribution from the Prermium
Cigar Division in both perods to

aid comparisct of performance ana
like-for-like basis. The impact of the
divestrment 1s analysed in notes 3,6
and 10 of the financial statements
on adjusted performance measures.

Qur performance was also affected

by changes in the Australian exclse
regirne, which resulted in an impact
on net revence and adjusted cperating
profit of £88 million. This has been
driven by the Australian Government's
decision to step away from the

12.5 per cent annual excise duty
accelerator and the associated
reduction n inventory levels and the
phasing of stock profit. Looking ahead,
there will be a further net headwind

of ¢. £10 million 1o net revenue and
adjusted operating profit in the first
half of F¥22 as the lower stock profit
15 partially offset by favourable
mventory movements

AT A GLANCE

REGIONAL MARKET
SHARE

o +30bps

VYOLUMES

©-4.2%

© -78.3%

< Drganic change at constan: Lurency

TOBACCO & NGP TOBACCO NET REVENUE*

NET REVENUE*

o -8.2% 0 -6.8%

NGP NET REVENUE* TOBACCO & NGP ADJUSTED
OPERATING PROFIT*

© -4.7%

O POSITIVES

+ Australia share
performanice improved
during the second
half in response
to investrent

+ Africa market
share and financial
performance benefits
from focus on local
jewel brands

@ NEGATIVES

+ Financial results
affected by changes to
Australia excise duty
regime {(£88m)

+ NGP revenues lower
due to strategic exits
inJapan and Russia

Image
remaoved
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~ull year result

Change

*Organic
constant
2021 2020 Actual currency

Organic tobacco volume bn SE 837 87 4 -4 2%

Total organic net reverue fm 1,504 1689 -110% -B.2%
Organic tobacco net revenue £m 1,498 1657 -9 6% -6.8%
NGP net revenue £m 6 32 -81.1% -TB3%

Organ.c adjusted operating profit Em 508 643 -T0% -4 7%

= Organic nerformance excludes the contnbution of the Premmum Ci1gar Div.sion fram beth financial r2porting penods lollowing .ts divestment 1in Getober 20200
The Premuara Cigar Div.sion contubuted £21m 1o net revenue in 2021 (2320 £247m) and £3:m to adjusied ope:ating profit (2026, £31mt Further detalls sre provided

in notes 3, 6 and 10 of the financ:al statements

The Africa region continues to be an
attractive portfolio of markets with
opportunities for further value growth.
Gauloises gained share in Morocco

by leveraging its international brand
equity, while our focus on local jewel
brands delivered share gains in
Burkina Faso and the Céte d'Tvoire.

Our results in the Middle East were
dnven primarily by Saudi Arabia,
where travel restrictions benefited

our domestic sales, driving a good
periormance of Davideff and West with
strong demand for fresh seal forrats.

In Asia, we delivered a stable
performance in Taiwan driven by
share growth of the Davidoff Absolute
range supported by its strong equity
and by West, which has benefited from
value sesking consumers.

Organic tobacco volumes were

4.2 per cent lower, with volume
declines in Turkey and Austraha,
partially offset by market share-driven
volume gains in Morocco, the Cote
d’fvoire and Saudi Arabia.

Our organic financial results were
affected primarily by the excise duty
changes in Australia. Organic tobacco
price mux of -2 6 per cent contributed
to the tobacco net revenue decline

of 6.8 per cent at constant currency,
primarily reflecting the Australian
excise duty changes Excluding this
impact, organic tobacco price mix
was up 2.7 per cent and tobacco net
revenue was down L5 per cent.

NGP riet revenues declined

78.3 per cent at constant currency,
reflecting our strategic decision to

exit the vapour market in Russia and
Japan and the heated tobacco market
In Japan, as we prioritise investment
1in other market category combinations
in line with our strategy.

Crganic adjusted cperating profit
was down 4 7 per cent at constant
currency, primanly reflecting the
excise duty changes in Australia.

AND AUSTRALASIA

AUSTRALIA

49 of Group net revenue

well within the 'fifth price tier’

Combustible
share

31.5%

(-120 bps)

PRIORITY MARKET IN AFRICA, ASIA

Our share performance has been affected by the timing of cur price increase
and competitor discounting, particularly mn the first half of the year We
made changes to our sales force execution and enhanced our key accournt
maragement, which delivered a much improved share trend 1n the second
kalf. Our results were also affected oy 2 market size decline of $% and
continued downtrading to the ‘fifth price tier, which now accounts for more
than a third of the market. Qur Parker & Simpson brand continues to perform

Image
removed

Pack 1mages are mternal anly
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PERFORMANCE OPERATING REVIEW - CONTINUED

DISTRIBUTION

Logista has continued to distribute products

to customers with almost all the points of sale,
products and services classified as essentiai

by governments, even during the periads when
COVID-19 still restricted movements in many of
1ts end markets.

Net revenue grew 5 8 per cent at constant

currency driven by growth in all markets and
activities except tobacco distribution 1n France

and Portugal Pharmaceutical distribution, parcel
transport (Nacex) and the distribution of convenience
products in Spain and Italy recorded double-digit
growth. Adjusted cperating profit increased

14 8 per cent at constant currency due to efficiency
improvement nitiatives

The adjusted operating profit contribution to the
Group, after ehminations, increased by 11.3 per cent.
This reflects the positive performance of Logista's
adjusted operating profit delivery as cuthned above,
the benefit of inventory valuations following tax
and price movements in tobacco products and the
recovery from negative COVID-19 wnpacts last year.

Ir. iine with other Imperial-owred entities, we
cortinue to benefit from an intercompany cash
pooling arrangement with Logista, which further
erhances the Group's liguadity. On a 12-month basis,
the daily average cash balance loaned to the Group by
Logista was £2.0 billlon, with movements in the cash
position during the 12-month petiod varying froma
high of £4 0 billion to a low of £1.3 billion, primanly
due to the timing of exoise duty payments At

the pericd end, the loan position was £1.8 bilhon
compared to £2 4 billion at 30 September 2020.

AT A GLANCE

NET REVENUE* ADJUSTED OPERATING
PROFIT EXCLUDING
ELIMINATIONS*

0 +5.8% o +14.8%

ADJUSTED OPERATING ADJUSTING OPERATING

PROFIT MARGIN* PROFIT INCLUDING
ELIMINATIONS*

o +180bps

* {hangs at corstant currensy

o +11.3%

© POSITIVES

« Continued distribution
through COVID-18 as
products and services
classified as essential

+ Strong performance in
courier and long-distance
transportation businesses

+ New contractsn
pharmaceutical
distribution

+ Efficiency improvemernt
nitiatives effective

@ NEGATIVES

+ Unwind of FY20
COVID-19 duty deferral
impacted cash flow in
the year

Full Year Resuit Change

Canstant

2021 2020 Actual Currency

Net revenue £m 1,069 1015 +5.3% 5 8%
Adijusted operating profit £m 258 226 +14 2% +14.8%
Adjusted operating profit margin % 241 223 +180 bps +180 bps
Elirminations Em 7 13 -50.3% -50.0%
Adjusted operating profit (inc elirmnations) Em 265 239 +10.7% +113%
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PERFORMANCE GROUP FINANCIAL REVIEW

STRENGTHENING OUR PERFORMANCE

Image 1
removed

—

LUKAS PARAVICINI
CHIEF FINANCIAL OFFICER

SUMMARY FINANCIAL INFORMATION

ORGANIC VOLUMES

0 2.9%

led by organic declines
in market size, offset
by market share gains

ORGANIC ADJUSTED
NET REVENUE

0 1.4%

driven by robust price
mix & strong cigar sales

REPORTED CPERATING
PROFIT

0 15.2%

driven by disposal of the

ORGANIC ADJUSTED
OPERATING PROFIT

© 4.8%

driven by reduced

Premium Cigar Division NGP losses
REPORTED BASIC ORGANIC ADJUSTED
EPS EPS

299.9p

an increase of 89.5%

246.5p

an increase of 2.8% on
a constant currency basis

CASH CONVERSION

83%

2020:127%

ADJUSTED NET DEBT/
EBITDA

2.2x

2020: 2.7x

@ For an explanation of adjusted performance measures, see page 73

66

Finance is a critical
business partner to the
organisation and we are
investing to create agile
teams that will enable
faster decision-making
and support our
stewardship agenda.

99

This year’s financial results reflect the
good start we have made in implementing
our new strategy. Excluding the divestment
of our Premiumn Cigar Division, net revenues
grew 1.4 per cent and organic Group adjusted
operating profit rose 4.8 per cent, both on
an organic constant currency basis.

Reported operating profit roge 15 per cent, mainly dus
to a profit of £281 million related to the disposal of the
Premium Cigar Division.

Our business remains cash generative, delivering
£1.5 hillion of free cash flow, and this, together
with other actions taken, has enabled us to reduce
reported net debt by £2 8 billion to £8.4 billicn,

Capital discipline remains a key focus and our
ohiective to delever continues, with net debt/EBITDA
reducing from 2 7x 1n 2020 to 2.2x 1n 202]. We remain
committed to deliver:ng leverage at the lower end of
20x1t025x%

[ line with our strategic ambaition, 2021 was a key
transiticnal year in our two vear strengthemng phase
dunng which we are building the foundations for
future growth, underpinned by investments behind
our operational and strategic levers and significant
organisational and cultural change.
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PERFORMANCE GROUP FINANCIAL REVIEW - CONTINUED

SUMMARY INCOME STATEMENT

Reported Adjusted Organic Adjusted

£ million [unless otherwise indicated) 2021 2020 2021 2020 2021 2020
Operating profit

Tatal Tobacco & NGP 2,991 2,587 3,308 3288 3,305 3,267

Distnibution 148 191 258 226 258 226
" Elmunations 7 13 T 13 7 13
Group operating profit 3,146 2,731 3,573 3,527 3,570 3,496
Net finance costs Bl (610} (417) (429) (417} (429)
Share of profit of Invesiments accounted for using the equity method 11 45 11 45 7 1
Profit before tax 3,238 2166 3167 3143 3,160 3,068
Tax {331) (608) (716) (642) (714) 1635)
Profit for the year 2,907 1558 2,451 2501 2,446 2433
Earmings per crdnary share (pence) 299.9 1583 2471 2544 2465 2472
Dividend per share {pence) 139.08 137 71 139.08 13771 139.08 137.71

SUMMARY CASH FLOW STATEMENT ~ STATUTORY RECONCILIATION

Reported Adjusied
£ million {unless otherwise indicatey) 2021 2020 2021 2020
Group operating Profit 3,146 2,731 3,573 3,527
Depreciation, amortisation and impairments 815 910 269 311
EBITDA 3,961 3641 3,842 3.838
Profit on disposal of subsidiary (281) - - -
Other non-cash movements (29) 89 (79) 137)
Operating Cash Flows before movement in Working Capital 3,651 3556 3,763 3701
Working capiia: (654) 1,042 (664) 1042
Tax cash flow (820} {568]) (820) (568)
Cash Flows from Operating Activitias 2,167 4,030 2,279 4,175
Net capex (150) [274) {150) (274)
Restrusturing - - {112) (145)
Cash interest {400) (420) {400) {420}
Loan to third parties - (3) - (3)
M1 dividends (93) (85) (93) 5]
Free Cash Flow 1,524 3248 1,524 3,248
Acquisitions / disposals 845 (155) 845 (155)
Shareholder dividerds (1,305) f1,753) {1,305) 1753}
Net Cash Flow 1,064 1,340 1,064 1,340
Cash Flows from Operating Activities (as above) 2,279 4175
Tax cach flow 820 568
Ne* capex (150) {274)
Net Cash Flow from Operating Activilies post Capital Expenditure pre Interest and Tax 2,949 4,469
Cash Conversion 83% 127%
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Adjusted performance measures

When managing the performance of cur husiness we focus on non-GAAP measures, which we refer to as adjusted
measures. Management believes that adjusted measures provide an important comparison of business performance and
reflect the way in which the business is contrelled. These adjusted measures are supplementary to, and should not he
regarded as a substitute for, GAAP measures, which we refer to as reported measures. The basis of our adjusted measures
18 explained 1n our accounting policies note, which 15 detailed within our financial statcments,

Reconcihations between reported and adjusted measures are included in the appropriate notes to our financial
statements and within this financial review. Percentage growth figures for 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
operatiors are removed.

This year we also show organic numbers which exclude the disposed operations of our Premium Cigar Division from
both years to show a like-for-like performance; these measures are termed “organic adjusted” and are considered the
relevant headline measures for performance commentary. The impact of these changes can be seen in our adjusted

performance measures note.

GROUP RESULTS - ORGANIC ADJUSTED CONSTANT CURRENCY ANALYSIS

Full year Full year Qrganic
ended Canstant ended constant
30 September Foreign currergy 30 September currency
£ million [unless otherwise indicated) 2020 exchange movement 207 Change change
Organic Tobacco & NGP Net Revenue
Curope 3,569 (27} ] 3,551 -0.5% 0.2%
Americas 2,480 (184) 238 2,534 2.2% 9.6%
Africa, Asia and Australasia 1689 47) {138 1,504 -11.0% -8.2%
Tetal Sroup 7738 {258) 109 7,589 -1.9% 1.4%
Organic Tobacco & NGP Adjusted Operating Profit
Europe 1582 {1) 89 1,670 5.6% 5.6%
Amercas 1032 78] 83 1,037 0.4% 8.0%
Africa, Asia and Australasia 543 {15) {30) 598 -7.0% -4.7%
Tetal Greup 3.257 {(94) 142 3,305 1.5% 4.3%
Distribution
Net revenue 1,015 (5) 59 1,069 5.3% 5.8%
Adiusted operaung profit including eliminations 239 0 26 265 10.7% 11.3%
Group Organic Adjusted Results
Orgame adjusted eperating profit 3,496 (24) 168 3,570 2.1% 4.8%
Adjusted ret finarce casts (429) 08] 13 (417) 2.7% 31%
Orgamc adjusted EPS (perice) 247.2 (7.7) 7.0 246.5 -0.3% 2.8%

Financials are Oiganic and adjusted for the impact of the Premeam Cigar Divigian disposal all of whoon1sin the atrica, Asta znd Australasia segment.
Net Zevene ot £247m has been deducted 1n 2020 and £21ro 1 2021 Ad usted Operatirg Prefit of £31m hasbear deducted in 2020 and £3rm 10 2021,

VOLUMES BN SE ORGANIC NET REVENUE ORCGANIC OPERATING
(ACT RATE), £M PROFIT, £M
65
1,670
1,037
O Europe 126.7 O Europe 3,551 {2} Europe 1,670
O Americas 21,5 ) Americas 2,534 O Americas 1,037
O Africa, Asia 83.7 O Africa, Asia 1,504 © Africa, Asia 508
and Australasia and Australasia and Australasia

O Distribution 265
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PERFORMANCE GROUP FINANCIAL REVIEW - CONTINUED

SALES PERFORMANCE (£M)

REPORTED REVENUE

0 0.7%

ORGANIC ADJUSTED NET
REVENUE

e 1.4%

Reported revenue grew 0.7% due to

mncreases in duty and similar items.

+ Organic net revenue grew 1.4% at
constant currency comprising +16%
from tobacco and -0.1% from NGP.

+ Organic tobacco velumes were
down 2.9%, in line with the market
decline reflecting weaker duty free
and travel retaul volumes. This was
partly offset by stronger market
size in domestic markets such as
the UK, Germany and the Notrdics.

+ Weighted share in our priority

markets declined marginally by

“bps, compared to a I7ops dechne

1n the prior year.

+ Tobacco price mix of 41.1% wag

below historic levels, as a result

of changes to the Australian

excise reqime. Excluding this impact
price mix was 56% dniven by pricing
and posttive market mix as aresult
of significant growth 1n US mass
marlket cigars and repatriation of
volumes due to travel restrictions.

+ NGP revenue decreased 3.9%

al constant currency as we
exited a number of markets and
refocused the category in line
with the revised strategy.

+ Translation Fx was adverse due

to sterling strengthening against
the US dollar

eliminatians)

J
-2.9% +4.4%  -00% @ +1.4% @ -33%  -19%
4 T™ 4 NP
£(247Im
.91%
NGP net revenue
£7,985m
£7,847m
£2,738m
+1.50% £7,589m
Tabacco net revenue
FY20 Net Premium Cigar FY20 Net Tohacca Tobacea NGP Net FY¥21 Organic Translaticn FY21 Organic Net
Revenue Division Revenue excl. Volume Price/Mix Revenue Caonstant Currency FX Revenue
divestment
OPERATING PROFIT (£M) Reported Group operating profit more than offset by lower stock
of £3146 million grew 15.2%, prehitin Australia (£88 mullion) and
driven by gains on disposal of a charge to meet US state litigation
Eggggmn OPERATING the Premium Cigar Division, (P5S) casts (£52 million)
Organic adjusted Group + NGP losses reduced hy £184 mullion
o 15 20/0 operating profit increased or 57% as we optimised investment
. 4.8% at constant currency. and as prior year write-downs
+ Tobacco and NGP adjusted {£124 m:llion} were not repeated
ORGANIC ADJUSTED operating profit grew £142m to the same extent.
OPERATING PROFIT or 4.3% at constant currency. - Distnbution profit grew 11.3%
o 4 80/ - Tobacco organic adjusted reflecting good performance
- (4] operating profit was down in pharmaceutical, parcel and
£42 mullion (-1.2%) at constant convenlence distribution.
currency. Strong underlying + Translation FX was adverse due to
performance, led by mass market sterling strengthening against the
cigar volumes and pricing, was US dollar
|
+4.8%
—1
£(30)m £26m
£83m £(963m
£3,664m
£89m
£031)m £3,570m
£3,527m
£3,496m Tohacco & NGP Adjusted Operating Prafit
Fy20 AOP Premium Cigar FY20 AOP Europe Americas Africa, Asia Distributian ACP FY21 Organic Translation FX F¥21 Qrganic
Division excl. divestment and Australasia (including AQP Constant AOP

Currency
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EARNINGS PER SHARE
(PENCE)

REPORTED EPS

0 89.5%

ORGANIC ADJUSTED
EPS

0 2.8%

+ Reported EPS increased 89.5%
te 269 9 pence driven by marked
to market foreign exchange
accounting gains on financial
Instruments caused by a2 6 0%
weakening in the euro against
sterling and the year-on-year
impact of the Premium Cigar
Division disposal.

+ Organic adjusted EPS was

+ Adjusted net finance costs are

246.5 pence, up 2.8% at constant
currency due to lower NGP losses,
partially offset by an increase 1n the
effective tax rate to 22 6%

1mpacted by the buyback of

a $1.25 llion US bond, with
corresponding savings expected
in 2022,

—
+2.8%
o —————
L4p 1.6p
|
10.6p
17.8p 4
7.2p 7.7
254.4p 254.2p
247.2p 246.5p I
FY20 Adjusted  Premium Cigar  FY20 Adjusted Operating Interest Minarities Tax FY2! Organic Translation FX  FY21 Adjusted
Divisiort EPS axel. Prafit & Adjustad Qrganic EPS
divestment Canstant
Currency EPS
CASH FLOW (£M)

Cash flows from operating activities
were £2 157 mlhan {2020: £4,030
million), impacted primarnly by an
expecied working capital outflow
driven by changes to duty payment
dates *hat we announced 1n 2020.

This also impacted free cash flow,
with a £1.7 billion movement 1in
working capital coming largely

from our Logista matkets in Western
Europe, where governments changed
the dates of excise collection linked to
the COVID-18 pancemic.

Net cash flow of £1,064 mullion (2020:
£1,340 miilion) benefited from the
proceeds from the sale of the
Fremium Cigar Division and the
planhed rebase of shareholder
dividends that partly offset the
working capital outflow.

Capital expenditure was £0.2 billion,
areduction of £0.1 billion on the prior
year, The reduction was due to the
suspension of some projects whalst
the strategic review was undertaken
together with COVID-19 related delays
on other projects.

Cash conversion was 83%,1n line
with expectat:ons (2020: 127%
headline / 107% underlying) driven
by the previcusly signalled working
capital outflow.

Active capital discipline remains a
key focus for 2021 and beyond and
this year's strong cash flows along
with proceeds from the Premium
Cigar Division disposal have
supported our reduction 1n gearing
t0 2.2 imes (2020 2.7 tumes}.

CASH CONVERSION (%)

a

20 l

w [ w

127]

£ million [unless otherwise indicated) 2021 2020
Reported Cash Flows from Cperating Activities 2167 4,030
Reported Free Cash Flow 1,524 3,248
Reported Net Cash Flow 1,064 1340

83% 127%

Cash Conversion
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PERFORMANCE GROUP FINANCIAL REVIEW - CONTINUED

RETURN ON INVESTED
CAPITAL

Return on investad capital (ROIC)
mcreased by 230 basis points,
driven primarily by a reduction
In annual average capital.

As part of cur FY21-23 LTIF we
redefined our return on invested
capital metric to better reflect
managemen: influence which
resulied in a new, tightly defined
and transparent ROIC calculation,

which can be directly calculated from
information contained within the
Annual Report and Accounts.

Based on this new measure, 2021
average annual ROIC was 16.5% (2020,
15.2%, on equivalent basis).

A strong cash focus led to a £1.7 billion

reduction in our annual average capitai,

driving an Improvernent in returns,
with the benefit of increased adjusted
operating profit offset by a higher

effective tax rate of 22.6% (2020: 20.7%).

Our FY2] invested capital was
lower than 2020, benefiting from
the disposal of ¢ £10 bitlion of
assets held for sale from the
Premium Cigar Division and

ac. LLS billlon reduction in
intangible assets due to a
combinztion of the amortisation
of hustoric acquisitions and
beneficial foreign exchange
movements. This was partly offset
by an 1ncrease 1n working capital.

£m 2021 2020* 2009
Reported Operating Profit 3,146 2731
Adjusting Items (see note 6) 427 796
Adjusted Operating Profit 3,573 3527
Implied Tax {at adjusted effective tax rate) (807) (730)
Net Adjusted Operating Profit after tax 2,766 2797
Working capital (2,523) 13.467) 12,461
Intangible assets 16,674 18160 18596
Property, plant & equipment 1,723 14899 1979
Assets/{Liabilities) held for disposal 3 1,024 1111
Invested Capital 15,871 17815 19,225
Average Annual Invested Capital 16,744 18421
Average Annual ROIC 16.5% 18 2%
* 2020 calculated on the same basis as 2021
ADJUSTED NET DEBT/ We remain committed to delivering NET DEBT / EBITDA
EBITDA leverage to the lower end of 2.0x > [ 22x ]
Adjusted net debt/EBITDA reduced 10 2.5% =2
to 2.2x in 2021 from 2.7x in 2020. Reporied net debt reduced by x| 2.7«
This was driven by a reduction £1768 million to £9372 meillion . 20¢]
in net debt from our cash flow (2020, £11,141 million). Excluding
generation ?“d propgeds f.:rom the accrued interest, lease liabilities and » { 2.9x ‘
Premium Cigar Division disposal. he fair value of derivative financial
The Group also berefited from the . . ‘

. instruments providing commercial
foreign exchange movements hedges of interest nsk, Group adjusted
on our net debt position through ret debt was £8,615 million (2020:
the strengthening of sterling £°0999 million!

; 0, ).
against the euro and US dollar.
This .owered the Group's adjusted
net debt hased or: the year-end
balance sheet FX rates when
compared to the prior year
£ milkion 2021 2020
Reported net debt (9,373) {11,141)
Accrued interest 140 156
Lease liabilitles 251 299
Fair value of interest rate denvatives 367 387
Adjusted net debt {8,615} (10,259)
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RECONCILIATION BETWEEN REPORTED AND ADJUSTED PERFORMANCE MEASURES

Operating profit

Net finarce costs

Earnings per share (pence)

£ million unless otherwise indicateq 2021 2020 2021 2020 2021 2020
Reported 3,146 2,731 81 (610) 2999 1583
Acquisition and dispesal costs 17 26 - - 18 28
Amortization & impairment of acguired intangibes 450 523 - - 44,3 492
Excise tax provision 1) (20} - - (0.1) (L7}
Fair value adustment of loan receivable 15 62 - - (1.6) 60
Profit on disposal of subsidianes {281) - - - (20.7) -
Restructuring costs 257 205 - - 19.6 184
Fair value and exchange movements on derivative

financial mstruments - - (496) 176 (60.7) 253
Poat-employment benefits net financing costs - - {2) g (0.3) 04
Tax on disposal of Premium Cigar Division - - (1.2) 20
Previously unrecognised tax credits - - - - {25.3) 70
Uncertain tax positions - - - - - 82
Tax on unrecognised losses - - - 5.0 (43
Adjustments above attributable 1o non-controiling mterests - - - - (4.6) (37)
Adjusted 3573 3527 (n7) {429} 2471 2544
Premium Cigar Divestment impacs (3) {31) - . (0.6) 72
Adjusted Jrganic 3,570 3496 (417} (423) 246.5 247.2

Adjusting items

In the 2020 Annual Ieport and
Accounts we comimitted to reviewing
our treatment of restructuring costs
as an adjusted measure by the end

of 2020 in line with the completion

of the Cost Optimisation Programmes,
which were due to conclude that year,
However, as previously anhounced,
the COVID-18 pandemic Mearnt

some of these programmes’' projects
were delayed into 2021, therefore we
deferred the review of the reatment
of restructuring costs as an adjusted
itern until the end of this year

[ January, we announced the
outcome of our initial strategic review,
including an associated and specific
time-bound restructuring proqgramme
to deliver new ways of working and
efficiencies, which we refer to as the
2021 Strategic Review Programme
This resulted in one-off costs to
reshape the business to support
delivery of the new strategy. The
pregramime excludes any costs
associated with factory footprint
rationalisation. The restructuring
costs for the 2021 Strateq:c Review
Programme will be treated as an
adjusting item 1n 2021 and 2022,

by which tirne the activities are

expected to have been actioned

No further costs outside of approved
restructuring programmes wil be
charged to restructunng in 2022,

A reconcihation af the Group's
adjusted to reported operating profit
15 shown shove.

The profit on disposal of £281 million
relates to the profit arising on the
divestment of our Premium Cigar
business that was recognised at half
year 2021.

Ag part of the strategic review, a
charge of £118 mull:on was made in
relation to the impairment of NGP
intangible assets. Of this, £45 million
was recognised as ameortisation &
impairment of acquired intangibles,

these having previously been acquired
as part of the Nerudia acquisition. The

further amount of £73 millicn relates

to internally generated intangibles and
was recegnised as restructuring costs.

The Auxly loan receivable was
revalued as at 30 September 2021,
with a £15 miliion gain recorded due

to a positive credit I:sk reassessment.
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Adjusting 1rems also includes
restructuning costs of £257 million,
with further details available in the
restructuring section below.

Following the announcement of the
completion of the Premium Cigar
Division divestiment in September
2020, proceeds of £1,041 mll.on were
received as expected in FYZ1, with

a further €88 million receved in
October 2021,

A further €69 million 1s expected to
be recerved in 2022 1n relation o the
transfer of the La Romana factory in
the Dominican Republic.



PERFORMANCE GROUP FINANCIAL REVIEW - CONTINUED

The 2021 charges in relation to these restructuring programmes are shown below.

2021
Income
£m Statement Cash
COFRI 7 12
COP 1 16 41
2021 Strateqic Review Programme 226 48
Other 8 11
Total 257 112

An overview of the three programmes' cumulative charges, cash spend and annualised savings is shown below.

Restructuring charge & cash spend

Income Staternent Charges Cash Costs Savings

Cumulative Anticipated Cumulative Anticipated Annualised
£m to date Total todate Total Savirgs
COP1(2013) 345 945 571 634 3¢5
COP 1T (2018) 8438 848 548 650 320
2021 Strategic Review Programme 226 375-425 48 275 100-150
Restructuring The £257 million restructuring Taxation

There are three restructuring
programmes reflected in our
2021 results,

Cost Optumisation [ Programme (COP I
announced in 201315 now camplete
with small residual charges around the
factory footprint activity

Cost Optimisation Programme [1 (COP
D), armounced in 2018, is also now
largely complete but did see a small
carry over from activities scheduled
for 2020 that were delayed due to the
COVID-19 pandemic.

buring the course of 2021, the Group
announced a third prograrmme as

an output from the strateqic review.
This restructuring programme aims to
reorganise and simplify the business,
unlocking efficiency savings to
enable increased investment in our
core capabilities such as sales and
marketing to support the five-year
strategic plan. The majority of
activity under this programme 1s
expected 1n 2022 and will be treated
as an adjusting iterr.

Since the strategy announcement. we
have beent working on detailed plans

across a number of different initiatives.

Following our detailed work we expect
cash costs to be around £275 rmillion,
that will extend into 2023 and beyond
with the associated restructuring costs
expected to be in the range of £375 —
£425 million

charge in 2021 comprised £226 million
for the 2021 Strategic Review Prograrmume,
£23 mullien for COP T and T and £8 million
of other costs that mainly related

to Logista.

Finance costs

Adjusted net finance costs were lower
at £417 mullion (2020: £429 million),
reflecting lower adjusted net debt
balances durning the year. Reported net
finance ncome was £81 rillion (2020
costs of £610 million), incorporating
the impact of net fair value and
exchange gains on financial
instruments of £496 mullion {2020
losses of £176 million) and post-
employment benefits net finaricing
mecome of £2 miliien (2020 costs of

£5 mithon). The gains on financial
nstruments primarily stem from
foreigr: exchange accounting gains

of £445 million as the value of euro
financial instruments increased after
sterling strengthened 6.0 per cent
against the euro during the year.

Our all-in cost of debt increased to
4.0 per cent {2020: 3 4 per cent) as
lower cost debt instruments matured
in the year

Our interest cover increased to
9.2 times (2020 8.9 times) reflecting
the lower adjusted finance costs.
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Our adjusted effective tax rate 13

22.6 per cent {2020: 207 per cent)

and the reported effective tax rate

15 10.2 per cent (2020 281 per cent).
The increase 1n the adjusted effective
tax rate was due tc a less favourable
profit mix and remeasurement cf UK
deferred tax balances. The adjusted
tax rate 13 higher than the reperted rate
due to recogrition of tex credits arisirg
on an internal recrganisation of the
Group's Spanish business and hmited
tax ansing on both foreign exchange
gains that arise on consolidation and
on the disposal gain on the Premium
Cigar Division disposal.

During the year a payment of

£101 mullion was made to HMRC 1
respect of an on-going EU State Aid
enquiry. A recoverable of the same
value has also been recorded, as based
on advice, we believe the Group has
not received any State Aid. Further
details are provided 1n Note 8.

We expect our adjusted effective tax
rate for the year ended 30 Septemnber
2022 1o be around 24 per cent. The
increase in the rate in 2022 1s due

to legislabive changes and certain
historic tax losses being fully utilised
1n 2021



The effective tax rate 15 sensitive 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
internaticnal businesses such as
changes ansing from the QOECD's
{Organisation for Econormc Co-
operation 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
inn the medium term

Cur Group Tax Strategy 1s publicly
available and can be found 1n

the governance section of our
corporate website,

Exchange rates

Foreign exchange had an adverse
impact on Group adjusted operating
profit and earnings per share at
average exchange rates (2.7 per
cent and 3.1 per cent, respectively)
as sterling strengther.ed against the
US dallar (7.3 per cent!. Other major
currencies remained broadly flat
compared to the prior year

Dividend payments

The Group paid two interim dividends
of 21.06 pence per share in June and
Septernber 2021

The Board has approved a further
interim dividend of 48 48 pence per
share and will propose a final dividend
of 48.48 pence per share, bringing

the total dividend for the year to
139.08 pence.

The third interim dividend wi:l he paid
on 31 December 2021 to shareholders
registered on 26 Novernber 2021
Subject to AGM approval, the
proposed final dividend will be paid
on 31 March 2022 to shareholders
registered cn 18 February 2022.

In the year there were £1,305 million
of shareholder dividend payments
(2020: £1,753 mullicn). The 25 per cent
reduction represents the FY2] impact
of the one-third rebasing of the dividend
announced inn May 2020 as part of the
revised capital allocation pelicy to
accelerate debt reduction.

Funding/Liquidity

During the year we repaid three

bonds totalling £2.3 hillion equivatent
mcluding the early repayment of a
bond with a maturity date of July 2022,
This was repaid from excess cash, which
has the benefit of reducing gross debt
as well as counterparty exposures.
One bond of €1 billion was issued in the
vear with a maturity date in 2033. The
derornination of cur closing adjusted
net debt was split approximately

77 per cent euro and 23 per cent US
dollar. As at 30 Septernber 2021, the
Group had commutted financing 1n
place of around £12.7 bilhon, which
compnsed 24 per zent bank facihities
and 76 per cent raised frorn capital
markets. During the year the maturnty
date of our existing revolving credit
facility of €35 billion was extended to
September 2024 and bilateral facilities
totalling €1 7 bilhon were cancelled

The Group remains fully compliant

with all our banking covenants and

rernains committed to retaining our
investment grade ratings.

/m Q_u}_ ’

LUKAS PARAVICINI
CHIEF FINANCIAL OFFICER
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PERFORMANCE PRINCIPAL RISKS AND UNCERTAINTIES

MANAGING RISK

The principafl risks faced by the Group and our risk management
approach are described in the following pages.

Risks represent an articulation of
the variability of outcomes that we
manage in the achievernent of the
Group's strategy. We define arisk

as anything that could disrupt the
achievement of the Group's strateqy
and objectives

In the development of the Group’s
strategy, the Board and management
have completed a review of the rigk
landscape {current and emerging) and
related profiling, with nsk mitigations
and inpacts assessed in the context of
strateqic deliverahles.

Marny of these risks are external and
cannot be fully mitigated, and whilst
the Group continues to monitor 118 risk
landscape there can be no guarantee
that additional risks will not anse, or
that other known risks not mentianed
ncrease in matenality.

The COVID-19 pandemic has
highlighted, above any other
recent event, the value of effective
and proactive approaches to the
identification and management
of risks.

The unprecedented nature of this
event, 1ts durahon, and the short-term
flexubulity its mutigation has required,
have placed great rehance not only an
the Group's existing approaches byt
also on its ability to respond to new
challenges and identify and manage
the inherent nsks to achieve the
Group's strategic aims

RISK APPETITE

The Board is responsible for setting
the Group's nisk appetite and has
completed 1ts annual exercise

to ensure this is aligned to, and
supports, the new Group strategy.

The Board risk appetite forms the
basis of the Group's nisk management
approach. [t supports the achievernent
of objectives and the Board's wider
regponsibility for risk management
through clear communication of the
expected outcomes of key controls
and related monitoring.

RISK MANAGEMENT
AND FRAMEWORK

The lramework is designed to best ensure
acccuntability for the identification,
assessment and mitigation of risks
throughout the business, supported

by appropriate capahilities.

During the year, the Group
strengthened 1ts risk management
framework with the introduction of

a Group Risk Commuttee, chaired by
the CEO. This further Zorrnalises and
emrheds accountabulity throughout
the busiress anc ensures appropriate
focus on nsk management through a
clear tone from the top.

The successful implementation of the
11isk manageinient approach is reliant
upon the effectiveness of the control
frameworks in place to both manage
risks and seize opportunities that arise.
In designing an approach that enables
the business to achieve its strategic
objectives 1n alignment with the
Board's risk appetite, the Company's
approach to governance, risk
management and internal control has
been aligned to the "three lines maodel”.

RISK LANDSCAPE

The Group operates in highly
competitive multinational markets
and so faces general commercial risks
associated with a large FMCG business.

We constantly assess and evaluate

the risks nosed by the changing
environments in which we operate,
whether geo-pelitical, socio-economic
or technological. The consideration of
the potential impacts and most likely
causes ensures a umely, measured and
appropriate response.

ASSESSMENT AND
EVALUATION OF RISKS

The assessment of nsks is aligned
with our business planning cycle

and strateqic objectives, and facuses
not only on the 1dentification and
assessment of risks, but alsc, and most
importantly, on the effectiveness of the
achons in place to mitigate these risks
in line with risk appetite.
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This additional focus on the quality

of mitigahing actions increzses
accountability fer the design of

control frameworks by risk owners,
and aperational comphance with these
Group requirements. Through this
evaluation of mitigation effectiveness,
we are able to establish a more
effective pricntisation of additional
actions and resource allocation,

In completing these assessments

we adopt a dynamic approach

which facilitates and collates views
from functional nsk owners and a
broad spectrurn of other relevant
stakeholders, provid:ng cross-
functional, end-to-end insights from a
wider collection of secord line experts.

This approach obtains a ncher and
more balanced perspective on current
and emerging risks, &t aperatonal

and Beoard level, with greater insight
on the effectiveness of mitigation
design, notably where cross-functional
dependencies exist. This 1s of value

to the Group given the scale of its
multinational, mult:i-cultural foctprint.

The emergence of risks is considered
on an angoing basis across the
business, with ageneral three-year
horizon (though longer where
applicable, e.g. chmate risk). This
mncludes consideration of changesin
the cause of existing risks {e.q. specific
proposed regulatory change) to ensure
the effectiveness of current and future
mitigations are evaluated. Key areas
have heen presented to the Board

in the year, including cyber, ESG
{including climate), and regulatory
change, as well as risks as part of the
formulation of the Group strategy, and
risk reporting processes.

High-impact risksidentified in
functional assessmernts are
consolidated for review by senior
management to ensure an effective
"top-down” input from both the ELT
and the Board. This provides both
operational and strategic perspectives
in the assessment of the nsks

we face as a business, and ensures
consideration of these risks In
relaticn to the Group strategy.



BOARD AND SENIOR MANAGEMENT
ELT

Provides cross-funictional
perspectives and agrees
key risks and related
mitigation effectiveness.

Board

Provides its perspectives
on current and emerging
risks (see page 117),
mitigations, and

approves risk assessment
outputs and Annual
Report content.

Risk Committee

Provides perspectives
on the risks raised

and the most effective
presentation of risks for
ELT and Board review.

FIRST LINE

Local management owns the management of risks and 1t 18
their responsibility to identify and mitigate these risks.

+ Operational nsk assessment completed across the business

+ Sales and manufacturing perspectives chtained

+ Risks, impacts and mitigation effectiveness discussed and
agreed with functional leadership teams

THIRD LINE

Our Internal
Audit team
independently
TEVIEWS
compliance
with, and the
effectiveness

of cur risk
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SECOND LINE

Central functions and commuttees, employing subject matter
experts, develop appropriate policy, process, and coatrol
structures in line with the Board'’s nisk appetite and provide
support to first line management to best ensure their effective

ongoing application.

+ Hisk owner/expert assesses impacts, mitigations

and interdependencies
- Validate speed of 1mpact assessments

- Provide additional perspectives on permarnency of impacts,

notably reputational impacts

[nvestor Relations ieam provides independent assessment

of Investor focus 1n “sentiment” impacts

management
and mternal
control system,
[nternal Audit
reports the
results of their
wark to

the Audi:
Committee,
who, 1n turn,
renart relevant
findings tc

the Board.

In the year the Group has made
changes in the reporting of 1ts kay
(principal) nsks. This approach reflects
our simplified Operating Model and
was further supported by Board input
and discussion. The risks reported
remmain rmaterially censistent. In line
with the change in Group strategy, we
have introduced a more transparent
and consistent understanding and
reporting of the nsks at all levels of the
business, further improving our risk
management culture. In achieving this
we have evolved the categorisation of
risks within our risk register to more
tangibly articulate the risks, as well
as the underlying causes, impact, and
mitigating actions.

in line with the viability statement

and our business planning processes,
we ccnsider theimpact of risks to
achleving both the 12-month business
plan and the ionger three-year viability
honzon te ensure apprepniate actions
can be taken 1in the short term to
tacilitate the appropriate mihigation

of current and future risk impacts,

The mitigation and management of
1dentified risks 1s vital to the success

of the Group. The Group's risk
management ard internal control
framework and related reporting
are further discussed in the Audit
Cemmittee Report on page 111

RISK MANAGEMENT
OVERSIGHT AND SUPPORT

Risks are assigned to a Centre of
Expertise {CoE), predominantly

second line functions, to ensure
appropriate risk management
approaches are defined, and to

provide oversight and support to
operational management in effectively
implementing requirements across our
global footprint.

Qur second line plays an active role

in the nsk management process in a
"player/coacn” relationship with the
first line. Depending cn the nature

and s1ze of the risx in question, this
relationship may take either a directive
farm, by setting pelicies and standards,
or a more consultative form to provide
guidance and subject matter expertise.

Operational management is held
accountable for the management
of those nsks applicabie to it and for

ensuring compliance with our Sroup
policies and standards.

Qur Group Control Matrix (GCM)
consolidates and communicates the
expected minimurm contro.s described
1 Group policles and s:andards that
are required to be performed acrcss the
husiness. The operating effectiveness
of these GCM controls 15 assessed ona
reqular basis by mar.agement, as wel!
as through Internal Audit activities.

Additionally, operational managemment
at Group and local level is requured to
certify its cornphance with the Code of
Conduct and the Group's policies and
standards at both the half year and
full year.

Results of risk assessments

and internal control operating
effectiveness assessments are

shared with relevant second line
CoEs for expert insights and to help
enhance applicable internal contral,
as wel} as the guidance they provide
ta the business. Additionally, the
information is provided to Intemal Audit
for reference during both audit testing
and development of audit plans.
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PERFORMANCE PRINCIPAL RISKS AND UNCERTAINTIES - CONTINUED

PRINCIPAL RISKS

In the following section we highlight the principal risks we face and identify the mitigations that we
have in place to manage them. Not all of these principal risks are within our direct control, and the
list cannot be considered to be exhaustive, as other risks and uncertainties may emerge in a changing
business environment. In order to assist the reader we include an illustration of the primary impact
each risk might have on relevant strategy elements and the change in profile of the risk compared
to the previous year. All risks are reported on a mitigated basis.

In the year we have made changes in the presentation of our principal risks. We have added
Cyhber and ESG as principal risks, which were previously considered within other risks, and no
longer include Financial Management or Financial Reporting due to a decline in their relative
net impact.

The risks are reported at a consolidated Board level with key underlying risks identified.

Principaf risk Change in year
FAILURE TO MANAGE THE IMPACTS - Complance with the implementat:on of an EU menthol
OF PRODUCT REGULATORY CHANGE ban 1mpacted European markets
The risk that regulatory change aimed at further de- + Proposed regulatory change in US and Australia
normalising the consumption of tobaceo and nicotine impacting the use of menthal and other charactenising
products adversely impacts the Group's products, marke:s, flavours. US Federal ban 1s most likely to take ‘onger
manufacturing processes, customers, and/or consumers. than the Group's three-year nsk horizon. Howewver, State;
County/City lemslation could be implemented in advance
. . ) of thus
Risk @ Strategic ... Drive value fromour + Roll-out of Track and Trace requirements 1n praduct
profile impact T broader market portfolio i
supply chain has commenced across Africa and the
Middle East
FAILURE TO DEVELOP COMMERCIALLY + Strategy development identified further opportunity within
SUSTAINABLE NGP CATEGORIES heated tobacco, increasing focus on development of portfalio
Failure to develop a portfolio of commerc:ally sustainable, and product offering
science based, reduced risk products, that meet consumer + Recruitment of a Chief Consumer Officer and setting up of
neaeds, could impact the Group's ability to seize market the Global Consumer Office
opportunuities and deliver its ESG agenda. « UJSPMTA submission for EVP products subject to ongoing

approval process

+ Specific NGP excise structures starting to be implemented
across markets, impacting the excise differential between
combustible and NGP products

+ Improved customer engagement strategy implemented,
provid:ng higher quality insights

+ Continued competitor activity 111 the NGP market with
inereasing share of wider nicotine market through preduct
development and marketing inittatives

! Risk @ Strategic ~-  Build a targeted
. profile impact .+ NGPbusiness
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CLIMATE CHANGE

We recogrise the importance of disclosing climate-related risks and cpoortunities. We have reported or. our approach
to managing and mitigating chimate related risks for 2 number of years, both within our Sustainability Reperting ard

CDP disclosures.

Whilst we have assessed both the physical (chmatic) and transitional (technoloqical) risks that may impact our
husiness, we do not focus on climate change as a principal risk in itself. Instead we find greater value in ensuring that
the risks and opportunities are assessed by each risk cwrner. With the support of subject matter experts, risk owners
review the potential cause and likelihood of the nsk matenalising. For example, how extreme weather events or
increased prices may impact on the supply of raw maternals.

By ensuning the assessment of the rnisks and opportunities on an enterprise-wide basis we have created a framework
which operationalises the rmitigation of climate risk and creates accountability across the organisation. Further
information cn our ESG approach can be found on page 54.

Impact

Mitigation

Opportunity

Product requlatory change can
restrict product specification

(e.g., menthol ban), cansumer
interaction, and product supply,
and place restrictions on
consurners' ahility to enjoy the
product, potentially impacting
sales volumes and market si1ze
Compliance with increasingly
complex regulatory requirements
increases the risk of both additicnal
cost to the Group and the risk

of non-comphance, which could
result in 1nvestigation, regulatory
censure, financial penalty and
reputational damage

Where interpretation of requlation
1s required, judgements taken can
lead to dispute or investigation
by regulators and result in
possible related financial costs or
reputational damage even where
no fault 1s proven

We engage with authonties to
provide informed input and evidence
of the unintended consequences

of disproportianate changes in
product regulation, supported

by our Regulatory and Scientific
affairs teams

Project tearns are In place to manage
the impacts of requlatory change,
ensuring required comphance

1s achieved and strategic
cpportunities identified

- Group policies, guidance and

processes are aligned to changes

1 legislation and requirements
Lega!l action can be taken to defend
against or prevent requlatory change
wrere thismpacts the Group's
brands or local legal freedoms

While stringent requlation provides
aburden on all firms, 1t provides
the least burder: on businesses

that operate from an existing

high baseline of compliance

and responsibility

+ Requlation can be of benefit to

consumers and tc responsible
market players through the
removal of less responsible
companies' ability to operate

freely within the market placa
Global requlators are increasingly
moving towards a policy of
tobacco harm reduction. Such
policies accept the reduced risk that
non-combustible nicotine products
offer adult smokers in comparison
to cigarettes and other traditional,
combustible products

Failure to accurately predict or
identify current and emerging
consumer trends could result in los*
opportunities, and lower volumes
should our products have reduced
relevance to consurmers

+ Failure to align NGP portfelio to

consumer needs and expectations
results 11 failure to achieve our
NGP ambition

Failure to develop NGP categories
could impact achievement of key
ESG pricrities

Jynamic consumer and market
analysis to feed product developmen:
and go-to market model
Development of consurner-centric
products bringing alive the Group's
agile "fast-follower” strategy

Pilot launches of Pulze heated tobacco

product commenced

reation of consclidated NGP category

management approach enabling
holistic view of opportunities and
informed investment strategy

Our improved ability to meet
consumer needs and robust
consumer validation are key
drivers of commercial success
The Group's experience in
combustible and NGP provides
it with a strong base to meet
the needs of the wider changing
nicotine market dynamie
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PERFORMANCE PRINCIPAL RISKS AND UNCERTAINTIES - CONTINUED

Principal risk

Change in year

INABILITY TO DEVELOP, EXECUTE

AND COMMUNICATE AN EFFECTIVE ESG
STRATEGY IN LINE WITH EXPECTATIONS
OF RELEVANT STAKEHOLDERS

Failure to align the development, execution and
communication of the Group's ESG strategy to external
expectations. The pace of change 1n external requirements
and expectations 1s significant, with greater focus on
integrity of reporting, and comparison ¢ross-industry

and between sector peers.

Strategic - - Performance based
impact % culture and capabilities

Risk @
profile

+ Increased focus on ESG related matters from investors and

external stakeholders

+ Increased reporting requirements exist, notably for climate

and environmental-related nsks, with the Group commutted
to achons to reduce its impact en the envizorument {e.q., TCFN)

+ Aswith all multinationals the Group manages increasing

climatic impacts across 1ts global footprint

- Strategy to support investment in the NGP business to offer

adult smokers potentially reduced risk products has been
communicated and included within the Group's ESG agenda

» Recruitment of additional specialist capabilities including

experienced glcbal ESG lead

PRICING, EXCISE OR OTHER PRODUCT TAX
OUTCOMES NOT IN LINE WITH BUSINESS PLAN
ASSUMPTIONS OR EXPECTATIONS

Failure to identify or manage increases, or proposed
increases, In exclse or other product-related taxes, or
changes in tax structures, could impact achievement
of objectives.

Strategic - -
impact o

" Risk @ Drive value from our
| profile broader market portfolio

+ Potential for Federal excise increase in the US
+ Development of EU excise directive
- Trackirg of consumer preferences identified downtrading

across prionty rmarkets as cansumers exhibit increased
price corsclousness
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Impact

Mitigation

Opportunity

+ Should the Group fail to meet
expectations, or {0 ensure at least
parity with industry peers, this may
impact 1ts reputation as a sustanable
husiness and adversely affeat
stakeholder sentiment

+ Failure to comply with key ESG-related
requlation, including envirornmental
and human rights legiglation would
result in a matenal impact to the
Group, including, but not hrmited to,
financial penalties

+ Reputational damage may result fram
allegations, even where no wrongdomg
has occurred

- Employee engagemment may ne
adversely affected as a result of any
perception that the Group 1s acting 1n
an mappropriate manner

« ESG strategy, agenda and
communications, iIncluding engoing
developrment and matenaly
assessmert, al:igned to strategic
gnals and targets
ESG Committee with executive
representation in place to
provide oversight
[nvestor and stakeholder
presentations ensure alignment
with expectations and transparency
on progress of Group actions

+ TCED disclosures and related actions
faciitate rooust reparting and control
framewaorks (TCFD overview page 63)
Respansibility and accountability for
dentification of ESG-related risks
understood by the Cornpany and
continue to e embedded across
the business
Policy, traiming, guidance and
affective gevernar.ce provided by
both internal and externa. sunject
matter experts

Pos:tive ESG strategies and
communications can increase the
attractiveness of the orgarisation
to new joiners, and increase the
engagement of existing employees
Sustainability 15 an increasing factor
in customer and consumer cholces
across FMCG sectors
Sustainablitty 1nitiatives can reduce
long-term financial costs through
greater efficiency and reduced waste
+ Investor and wider stakeholder
sentiment increase toward companies
with successful and proven ESG
strategies and initiatives

Pricing pressures may result from
ingreased taxation as consumer
affordability may be impacted. This
could result in downtrading to lower
price products/categories, reduced
consumption, cessation of srnoking,
or increase the attractiveness of illicit
product, impacting sales volumes,
revenyes, profitabliity and market size
In markets where consumers are
increasingly price conscious the
ability to achieve planned price
increases may be impacted, resulting
in reduced profitability as the Group
protects market share

+ Counterfeit and illicit trade thrive in
high-excise environments, reducing
the size of the legitimate tobacco
market, increasing risks 1o consumers
frorm non-compliant product, and
financing organised crime
Inferior, unregulated counterfeit
product could result in damage to
our brands

Subject matter experts assess
global excise risks, and model price
elasticity to best ensure the business
plan and strategy are developed and
aligned to consumer insights
We engage with authorities to provide
informed input and evidence about
the unintended consequences of
disproportionate changes in product
taxation, supparted by cur Regulatory
and Anti-Tlhicit Trade teams
Robust interral policy and procedures
exist to best ensure compliance
within our own supply chain and
meuntain strong standards and
controls for our business and our
first-line custorers to prevent
diversion of our products

+ We waork alongside anc partner with
governments and law enforcement
agencies around the world to prevent
the dlicit supply of tobacce products
Gur Revenue Growth Management
function 1s responsible for the
dentification and management of
strategic commercial opportunities
arising from excise change

The development of the Group
strategy includes analysis of planned
and potential changes in product
taxation to hest identity and ensure
investment oppertunities across its
range of products
The Group product portfelio is aligned
to potential impacts of change in
consurner behaviour, with products
at various price points

+ Tailored product portfclio offerings
at a local level, within and across
categories, allow for any relative
commercial advantage frem excise
mechanisms to be realised
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PERFORMANCE PRINCIPAL RISKS AND UNCERTAINTIES - CONTINUED

Principai risk

Change in year

PRODUCT PORTFOLIO AND/OR
INTERACTION APPROACH NOT
ALIGNED TO CONSUMER PREFERENCES

Product portfolio not aligned to consumer needs ar
demands, and/or product development not sufficiently
agile to respond to changes in preferences or market
structure and compehtor offerings. Brand strength is
not strong encugh to attract or retain customers.

Re

i Risk
! profile

Strategic .
impact

Conswmner at the centre
- of the business

+ Emergence of new low-price tiers across many markets
+ Continuation of dewntrading trend continues as consumers

become increasingly value driven

« Creation of Global Consumer Office 11 line with consumer

focus strategy

FAILURE TO ENSURE EXPECTED BENEFITS OF
STRATEGIC TRANSFORMATION PROGRAMME

Failure to deliver effective arganisaticnal change

which ensures a sustainable operating model, aligned o ‘
delivery of the Group strategy. Failure to realise expected
benefits of change initiatives or unexpected outcomes,
resulting in short-term inefficiencies and pressure to

achieve objectives.

@

Risk
profile

Strategic ..
impact

Simplified and
. efficient operations

+ Group-wide orgarusational change mitiatives have commenced.

The scale of this change has inherent risks associated with
prograrames of this nasure

Change management structures and governance
implementad at both Group and local level to best

support change inthatives

MAJOR INCIDENT RESULTING FROM CYBER OR
SIMILAR TECHNOLOGY RISK

Risk of cyber-attack or other technology incident results

in a major system outage or denial of service. The criticality
of Group systems, notably Track and Trace related, has
significantly increased with key reliance on system
availability bath internally and through the supply chain.

@

Strategic .. . Simplified and
impact T

- © efficient operations

Risk
profile

- External environment highlights increasing risk of corporate

cyber-attacks including use of “insider” resource to carry out
cyber-attacks, notably ransomware

» Increasing nsk to all businesses of attack through extended

supply chain where one company 1s breached and others to
which 1t has connections are then also impacted
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Impact

Mitigation

Opportunity

[f the Group'’s product portfolio

fails to meet consumer preferences,
then reduced demand will result in
lower sales volurmes and reduced
brand equity

Failure to ensure effective
implementation of market or

retail initiatives could result in lost
opportunities and wasted investments
Failure to act upan consumer insights
prevents apportunities fram being
seized and impacts growth

» Failure todentify [P constraints in

the innovation of new products could
impact development and/or launcnh
limiting the ability to respond to
competitar offerings

+ Chief Conswumer Officer and Global
Consumer Office leadership roles
recruited in year (o strengthen
consurrier focus

+ Brand initiatives and
opportunities identified and
developments completed
Consumer panel approach
updated to provide mare
effective feedback processes
Brand monitoring, including equity
tracking updated

+ Innovation processes are designad
to develop consumer preducts based
upon robust analysis, testing and
scientific support
[2 risks are managed by subject
matter experts within the Group

+ The alignment of innovation and
development plans with the Group's
current NGP ambnition

+ The development of products and/ar
relevant route to market and pricing
strategies that meet and drive
consumer demand

+ Speed and quality of innovation
enables the drumbeat of consumer
activations that ensure hoth
brand 1elevance and continued
brand loyalty
Management of "local hero" brands
in market offers ability to realise
lacal opportunities

Fallure to meet project timehnes
or key milestones can result in
wncreased implementation cost
and opportunity costs

- Budgeted savings/returns may not

be achieved in key strategic projects
Non-achievernent of strategic
ohjectives could result in loss of
investor and market confidence
Reporting of incorrect or
unsubstantiated benefits realisation
Failure to consider and effectively
manage localised impacts of strategic
change could impact short-term
operational performance

+ Robust business case approval
process in place with wide
sraxeholder input
Appropnate steerning cemmittee
structure and reporting in place,
with cross-functional involvement
“roject benefits realisation venfied
at key praject milestones

+ Resource requirerrients constantly

reviewed, with specialist project
managerrent resource employed
Local project management teams in
place to support change programme

Successful delivery of key
organisaticnai change projects
improves the efficiency and
effectiveness of the Group,
better enabling 1t to achieve
1ts strategic goals

+ Tdentfication of opportunities
n development of strategy and
execution of “‘must win battles”
in priority markets

Loss of critical systems could impact
preduct supply ‘o markets or retailers
Farlure to protect personal private
data could result in requlatory breach
and related censure, financial penalty
and reputaticnal damage

» Cyher breach could result in loss of

sensitive corporate data, impacting
achievement of strategy, reputational
damage, significant cost to the Group
or lost competitive advantage

Cyber risk assessment completed
and actions implemented to further
protect business

+ Vulneramlity scanning in place to
ensure ongeing threat protection

+ External penetraticn testing

completed on an engoing basis
Waorkstation security and cloud
services implemented

Crisls management scenario
planning and response activities
in place and tested

Additional specialist capabilities
recrulted internally to continually
improve approach
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PERFORMANCE PRINCIPAL RISKS AND UNCERTAINTIES - CONTINUED

Principal risk

Change in year

FAILURE TO APPROPRIATELY MANAGE
LITIGATION AND INVESTIGATIONS
RESULTS IN ADVERSE JUDGMENTS
AND/OR RELATED COSTS

Sumlar Lo olhier corporates, liligation and other claims
are pending against the Group. The interpretation of law
(including taxation) and the related judgements taken 1n
relation to these laws can lead to dispute or investigation
and possible financial costs or reputational damage.

T
! Risk @ Strategic =.~ Simplified and efficient
. profile impact 7' operations

+ Increase 1n litigation activity related to the aggressive

rarketing previously employed by competitors in the

1JS EVP market could result in precedents which increase
claims made against responsible manufacturers, Even
where these claims do not result in progecution there
may De costs associated with defending such matters

MANAGEMENT OF LIQUIDITY AND
FINANCING REQUIREMENTS

Failure to manage liquidity and financing requirements
resulting in going concern or viability concerns

Strategic S Simplified and
impact "7 efficient operations

Risk
profile @

- Suceessful long-term funding mmitiatives completed in-year
+ Increased focus of funders on ESG-related matters, and

disclosures, notably 1m relation to sector

« Further deleveraging of the business has occcurred during

the year, and continues to be a key area of focus
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Impact

Mitigation

Opportunity

Failure to cornply with regulations
could result In investigation and the
enforcement of financial penalhes or
regulatory censure

[nvestigation: or allegations of
wrongdaing can result in significant
management time being required,
potentially reducing focus on other
operational matters

If any claim against the Group was

to be successful, it might resultin a
significant habulity for damages and
could lead to further claims against us
Regardless of the outcome, the

costs of defending such claims

can be substantial and may not he
fully recoverahle

A successful claim against a
competitor could result in an
increased likehhood of similar
claums against the Group

The reputational damage arising
from investigations or allegations of
non-comphance could have a greater
wrpact with external stakeholders
than the penalties or actions related
10 the matter itself

- We employ internal and external lawyers
speciahs:ng n the defence of praduct
hahility claims and other litigation. To
date, no tobacco litigation claim brought
against the Group has been successful
and/or resulted in the recovery of
damages or settlement monies
Advice is prowvided to prevent causes of
litigation, along with guidance on defernce
strategies to direct and manage litigaticn
risk and maonitor potential claims around
the Group

+ The Group's Cede of Conduct and

core behaviours articulate the way
we expect our pecple to act, with
compliance certified by managerren:
across the business

+ The Group's policies and standards

mandate that employees must comply
with legislation relevant to hoth 2 UK
listed company and local law

1 the event of an investigation fwhich
may or may not result 1n act:ons against
us), we co-operate fully with the relevant
authority and will continue to de so

Fatiure to maintan cash flows

could impact the Group's ability to
pay down debt, impacting covenants,
credit ratings, bank bonds and
Investor confidence

Reduceg ability to invest in strategic
and commercial business initiatives
A fall in certamn of our credit ratings
would raise the cost of our existing
commutted funding and would

ke likely to rase the cost of future
funding, and affect our ability to
raise debt

Failure of a financial counterparty
{e.q., when helding cash depaosits and/
or derivatives) is likely to result in a
financial and cash impact

Funding requirements and near-term
debt maturities formally evaluated at least
semi-annually and signed-off by the Audit
Committee as part of Going Concern and
Viability process
Full review of funding requirements,
current maturities and options available
to the Group
Revolver funding umplemented,
providing the Group with innovative
means of managing casi reguirements
Strong focus on cash generation
supported by Group guidance and
governance processes
Appropnate authonty and accountablty
in place for mvestments and capital
expenditure, Inciuding achievement
of required return criteria
Cash flows, financing requirements
and key rating agency metrics are
regularly forecast and updated in line
with performance and expectations
to manage future financing needs
and optimise cost and availabal:ty

+ The Treasury function operates in
accordance with the terms of reference
and delegated authorities set out by the
Board, witn independent cversight from
the Treasury Committee

Mamtaining an efficient capital
stracture allows the Group to
maintain an efficient cos: of
capital to support and generate
additional returns on investments
and capital outlays/expenditure

» The high cash conversion

that the Group has delivered/

delivers, provides the Board/

management with cash flexibility

and optionality

Effective communication of

ESG strategy and inihatives

highhghts the Group's

sustainability agenda and

meets stakeholder expectations

The Group has investment grade

credit ratings from the main credit

rating agencies, which supports

1t in accessing financing in the

global debt capital markets
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PERFORMANCE PRINCIPAL RISKS AND UNCERTAINTIES - CONTINUED

Principal risk

Change in year

PRODUCT SUPPLY FAILS TO MEET MARKET
DEMANDS (STOCK ISSUES IN MARKET)

Failure to ensure timely supply of products demanded
by markets which meet quality, regulatory and cost
requirements. Availability 1ssues could result in loss

of sales and could result from production, planning or
logistical 1ssues, or failure to be able to produce/develop
farrmats ahgned to consumer neeads.

[
| Risk @ Strategic
, profile impact

. Simplified and
efficient operations

+ In common with other multi-nationals the COVID-18

pandemc has placed significant pressures on the Group's
logistics supply chaunt. These impacts will continue going

forward but are anticipated to be of lower potential impact
than in the previous 18 months

+ Additionally, the pandemic has placed pressure on

raw matenal suppliers which may result in some future
cost Increases

Track and Trace regulation continues ta roll out across
markets, 1ncreasing compliance requirements

« Continuing frequency of adverse weather globally due

to climate change potenally impacting supply chains

PEQPLE AND ORGANISATION

Inahiaty to attract, retain and develop required
capabilities to achieve strategic objectives and/or
provide a safe, healthy working environment.

Strategic . .-+ Performance based
impact ' eulture and capabilities

Risk
profile @

+ Development of new purpcse, vision, and behaviour

framework to drive cultural change

Recruitment and development of a renewed executive
and senior leadership 1n the year, to ensure achievement
of strategy

+ The development of an equality, diversity and inclusion

strategy, senior leadership training and the development
of employee resaurce groups

« The business continues ta focus on the welfare of its

people across the globe as COVID-19 continues to impact,
activities include actions to track :n-market changes and
the development cf specific communication and support
tools tatlored to the needs of each country
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Impact

Mitigation

Opportunity

Loss of manufacturing capacity
could impact the Group’s ability to
meet short-term production demands
Failure to supply markets could result
in logs of short-term sales volume,
with the additional risk of impacts to
loss of consumer loyalty potentially
impacting longer-term volumes

+ Produst quality 1ssues could 1mpact
custorner satisfaction, potentially
damaging brand equity and
future sales

+ Failure to achieve expected cost
saving 1nitiatives could result in
reduced margin and profitability
A lack of availability of raw
raaterials could impact short-term
supply to markets

+ Key ESG-related risks exist in our
raw maternal and component supply
chains. Failure to manage these risks
appropnately could bring hitigation
with financ:al and reputational
damage to the Group
Severe weather epuscdes could impact
raw material supply, manufacturing
sites and warehousing, potentially
affacting or increasing the cost of
short-term supply to markets

Robust demand planning process and
supply chain management aligned to
changing market environment
Creation of additional safety
stocks tor non-leaf materials at
the beginning of the pandemic
and ongoing management of
requirernents aligned to sales forecast
+ Production capacity planning
includes agreed continuity measures
in the event of machine fa:lure or
s1T€ 15808
Leaf and raw material supply
processes are in place covering hoth
cortinuity risks and Z5G-related
matters including fanmer welfare,
agronomy, and human rights anc child
labour issues, including continuous
improvement consideration
Ongeing supplier reviews undertaken
to best ensure continuity of supply,
with additional review and learnings
from COVID-19 experierce to date
incorporated into business processes
+ The Group s firmly commutted to
acting in accordance with both legal
requirements and the prircipies of
being a responsible manufacturer

Qperations cortinue to supply quality,

comphiant products whilst improving
agility and scalability to cater for
demand <hifts and opportunities

to contain underlying costs

Organisational culture and
mindset fail to facilitate consumer
focus and the requirements cf a
business operating in new and fast
changing categones

+ The Group falls to achieve
aperational ar strategic objectives
because of a musalignment of skills
and capatilhities
Failure to ensure safe working
practices, appropriate enviranment
and culture, and the required personal
support to ensure the safety and
wellbeing of our people and others
working with the Group
Loss of life or serious injury/illness
to employees ot other individuals
working with/for Imperial Brands

+ Financial penalty, censure or
prosecution for hreach of regulations
Interruption of Group operations
{netably manufactunng) resulting
from significant incident or failure
to comply with requlations

+ Group-wide Divers:ty and Inclusion
focus including survey and resuitant
actian plans to ensure that society 1s
fairly represented within our business
Diversity and Inclusion working
groups formed to manage cultural
and corporate change to support all
our people
Capahility requirements and gaps
evaluated with actions taken both
locally and at Group level to address
short and medium-term requirements

Health and safety policies, procedures,

training and monitoring in place
Employee welbeing support in place
across the business

COVID-19 related safety measures,
including employees working from
home, social distancing in Group
locations, provision of quahty PPE
protection, employee testing, safe
employee transportation, on-site
vaccination, and welfare support
measures have been put 1n place

Increased attractiveniess of Impenal
as an employer of choice for both
current and potential employees
through the promotion of a diverse
and inclusive culture, opportunities
for personal development, and
support for individual and
tearmn wellbeing
Achievement of Group strateqy,
and development of multi-category
husiness enhanced by the attraction
and retention of requisite capabilities
and mindset

« Centinued promotion of our safety
culture facilitates the associated
benefits of reduced lost working time
and operational effectiveness, and
supports Imperial as an employer
of choice
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PERFORMANCE PRINCIPAL RISKS AND UNCERTAINTIES - CONTINUED

LIQUIDITY AND GOING
CONCERN STATEMENT

The Group's policy 1s to ensure that we
always have sufficient capital margets
funding and committed bank facilities
n place to meet foreseeable peak
borrowing requircments.

The Directors recognise that

the current environrment brings
uncertamnty due to the COVID-16
pandemic, however, over the last

18 months, the Group has effectively
managed operations across the world,
and has proved 1t has an established
mechanisim to operate erficiently
despite the uncertainty. The Directors
considet that a cne-cif discrete event
with immediate casn outflow 1s of
greater concern to short-term hquidity
than any effect from the on-going
COVID-19 pandemic.

The Directors have assessed the
principal nisks of the business,
including stress testing a range of
different scenanas that may affect

the business. These included scenarios
which examined the implications of.

+ A one-cff discrete event resulting
i immediate cash outflow such as
unexpected duty and tax payments
of ¢£800m or non-receipt of the
Prermium Cigar Division deferred
consideration of c£60m.

» Arapid and lasting deterioration
to the Group's profitability because
markets become clased to tabacco
products ar there are sustained
failures to our tobacco
manufacturing and supply chains.
These assumed & permanent
reduction in profitabulity of
15 per cent from 1 January 2022,

+ The additional impact of potential
bad debt risks arising from a
recession of c£170m.

+ The withdrawal of facihities that
provide recelvables factoring
of c£670m.

The scenariec planning also

considered mitigation actions
including reductions to capital
expenditure and dividend payments.
There are additional actions that

were not modelled but could be taken
including other cost mitigations such
as staff redundancies, retrenchment of

leases, and discussions with lenders
anaut capital structure.

Under the worst-case scenaro,
where the largest envisaged
downside scenarios all take place at
the same time, the Group would have
sufficient headroom until February
2022. The Group believes this worst-
case scenano to be highly unlikely
given the relatively small impact on
our trading performance and bad deit
levels during the Covid-19 pandemic.
In addition, the Group has a nurmber
of mitigating actions available,

as described above, that could

be implemented should such a
scenario arise.

Based on 1ts review of future cash
flows coverning the period through to
March 2023, and having assessed the
principal nisks facing the Group, the
Board is of the opinion that the Group
as a whale and Imperial Brands PLC
have adequate resources to mee: their
operational needs from the date of this
Report through to 31 March 2023 and
concludes that 1t is appropnate to
prepare the finarcial statements on

a going concern basis.

VIABILITY STATEMENT

The Board has reviewed the long-
term prospects of the Group in order
to assess 1ts viability. This review,
which 1s based on the business plan
which was completed in July 2021,
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
posihion and horrowing facilities as
described 1n the ‘How we manage risk’
section of this report on pages 80 to 91.

In addihion, we describe in notes 20 to
21 the Group's ohjectives, pohcies and
processes for managing 1ts capital, its
financial risk management abjectives,
details of its financial instruments and
hedqing activities and its exposures to
market, credit and liqudity risk.

Assessment

In order to report on the long-term
wiability of the Group, the Board
reviewed the overall funding capacity
and headrcom available to withstand
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severe events and carried out a
robust assessment of the principal
risks facing the Group, including
those that would threaten its business
madel, future performance, solvency
or liquidity. The assessment assumes
that any banlk deot maturing in the
next three years can be re-financed
at commercially acceptable terms or
via our current standby facility. The
Board believes that three years is an
appropriate time horizon given the
current business portfolio and limited
wvisibility beyond three years. This
assessment also included reviewing
and understanding both the impact
znd the mitigation factars in respect
of each of those nsks. The viahility
assessment has two parts

First, the Board considered the period
over which they have a reasonable
expectation that the Group will
continue to operate and meet 1ts
liabil.ties, taking into account current
debt facilities and debt headrocm; and

Second, they considered the
potential impact of severe but plausible
scenarios over this period, including.

+ Assessing scenarios for each
individual principal nsk, for example
commercial :ssues and the impact of
regulatory chalenges, and

- Assessing scenarios that :nvolve
more than one principal risk
including multi-risk scenarios.

Findings

Viability review period

Whilst the Board has no reasan to
believe the Group will not be viahle
over alonger period, the period aver
which the Board considers it possible
to form a reasonable expectation as to
the Group's lenger-term viability, based
on the sk and sensitivity analysis
undertaken, i3 the three-year period
to September 2024. This reflects the
period used for the Group's business
plans and has been selected because,
together with the planning process set
out above, It gives management and
the Board sufficient, realistic visibility
an the future in the context of the
industry environment.



The Group's annual corporate planning
processes mclude completion of a
strategic review, preparation of a
three-year business plan and a rolling
re-forecast of current year business
performance and prospects. The plans
and projections prepared as part of
these corporate planning processes

rmaintaining our investment grade
ratings. These projections represent
the Directors’ hest estimate of the
expected future financial prospects
of the business, based on all currently
available information.

The use of the strategic plan enables a
high level of confidence 1n assessing

Flexiblity of cash outflow with
respect to the ability to manage
dividend returns to investars,

capital expenditure projects

planned to take place within the
three-year horizon, plus promotional
marketing programmag,

The Group has mature business

consider the Group’s cash flows,
commutted funding, forecast future
funding requirernents, nanking
covenants, and other Xey financial

factors such as:

ratios, including those relevart to

Risk impact review

viability, even in extreme adverse
events, due to a number of mitigating

relationships and operates globally
within weli established markets.
The Group's aperations are highly
cash generat:ve and the Group has
access to the external debt markets
to raise further funding.

Far each of our principal nisks, plausible nisk impact scenanos have been assessed together with a multiple risk scenario.
The following table summarises the key scenanos that were considered, both individually and 1n agaregate:

Risk scenarios modelled

Level of severity reviewed

Link to principal risk

The consequences of
adverse operating and
comnerclal pressures,
nvolving volume
reduct:on and/or falls

1 margin, driven by
unforeseen reductions in
the size of the leg:timate
tobacco marxet or other
changes in the level of
censumer 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 non-receipt of rema:ning
Premium Cigar Division proceeds.

The value of these combined nisks
totals £1.3 bilhon over the three-year
period under review.

A further worst-case scenario has
also been considered, modelling 15%
reduction on remaining EBITDA after
consideration of the 1solated business
risks. The value of this EBITDA
modelled totals £1.6 hillion over the
three-year period under review.

4

Failure to manage the impacts of regulatory change.
Failure to develop commercially sustainable

NGP categornes.

Inabilhity to develep, execute, and communicate an
effective ESG strategy in line with expectations of
relevant stakeholcers.

Pricing, excise or other product tax outcornes not in
line with Business Plan assumptions or expectations.
Product portfolio andsor interaction approach not
aligned to consumer preferences.

Major incidert resulting from cyber or similar
tecnnclogy nsk.

Failure to ensure expected benefits of strateqic
transformation programme,

Management of hquidity and financing requirements
(external factors limiting potential access to funds for
Tobacco iIncustry).

Product supply fails to meet market demands.

The possible costs
asscciated with legal
and cther requlatory
challenges, including
competition enquiries
and tax audits.

Fallure to successfully defend existing
and reasonably foreseeable future
legal and requlatory challenges,

at the expected financial exposure.

The value of these combined risks is
c£180 millior,

Failure to appropriately manage litigation results in
adverse judgments and/or related costs,

Failure to attract or retain required capabilities

and talent.

Inability to develop, execute, and communicate an
effective ESG strateqgy in line w:th expectations of
relevant stakeholders.

None of the seenanes revicwed, etther ndrndually ar 1o aggregate, would cause Imperial Brands te cease o be viable,

Chimate-reate
the fa.inra -

It

f

change nas upo}. the sLpply of raw materals (notably leaf)

sks have haen assessed as causes of 2 number af sur under'ying nsi«s which a1e cluced vathin tne scenanio modeliing. including, but not Lmited ta,
ly produet due o weatber-reiated impacis on individual factonies, the cost of comply_ag with envirorinental legigiation, and the inpact that chmate

The Group dees not censider chmats change to be arisk from 2 wiatility perspectiva. The Group holds ciZ months of leaf stock, therefore any shortage crincremental cost
caused by a natuiz] evenl woulc orly impact part of ine period under review. Ary inaremnental cost would have an EBTDRA impact lowi2r “han that medelled as part of the

scenanc testing.

CONCLUSION

Cn the basis of this robust assessment of the principal risks facing the Group, and on 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 habihities as they fall due over the period to September 2024.
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GOVERNANCE CHAIR'S INTRODUCTION

A YEAR OF PROGRESS
AND CHANGE

Image
removed |
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Our primary focus, along with that of people all
around the world, was the safety of our people,
their families and our communities during the

DEAR SHAREHOLDER

This Corporate Governance Report
detalls our approach to governance
and the responsible way we run
our business,

Your Board and Executive
Leadership Team have worked
extremely productively together
throughout the chalienges of the
last year. During the continued
COVID-19 pandemic our primary
focus has been the safety of our
people and the communities in
which we operate. We have alsc
focused on the development and
initial implementatior. of our new
strategy, ur.derpinned by a renewed
purpose and culture focused on the
consurmer and ensuring we deliver
the products they want. These

COVID-19 pandemic.

29

developments have bheen supported
by the rigour of our corporate
governance standards, the positive
Board culture we have created and
enharcing the resilience and success

of the business for all its stakeholders.

We have continued to enhance the
skill set, expenence and diversity of
the Board to meet these challenges.
We welcomed Lukas Paravicini

as our new Chief Financial Officer
in May, Lukas tock on the Chief
Finanecial Officer role at a significant
point in Imperial's developrnent

and the Board is confident that

his considerable operational
experience and expertise in driving
transformational change will be key
in delivering the renewed strategy.
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In November 2020 we welcomed

Baob Kunze-Concewitz and 1n

January 2021 Alan Johnson ta the
Bozard as Independent Non-Executive
Directors. We look forward to Ngez
Edozien and Diane de Saint Victor also
joining as Independent Non-Executive
Directors, in November 2021, Read
about our Board members’ skills and
experience on pages 96, 97 and 105.

Details of the Company’s governance
framework and how it contnbutes to
the delivery of our strategy are set out
in the following secticns.

b Gopindy

THERESE ESPERDY
CHAIR



STATEMENT OF COMPLIANCE WITH

PROVISIONS AND PRINCIPLES OF THE CODE

The Company has complied with all requirernents of the
2018 UK Corporate Governance Code {the Cade).

Further detail regarding how we have
complied with the Code is set out
below and included in the individual
Board Comimittee reports on pages
111 to 119 and pages 120 to 139.

@)

BOARD LEADERSHIP AND PURPOSE

The Cirectors of the Company are set out on pages 96 and 97
and the Board skills matnx is or: page 105.

Purpose and culture

Our purpose and wvisicn 15 get out on pages 6 to 9 and a summary
of cur culture is provided within the People and Culture section on
pages 46 to 49.

Long-term value

Our renewed strategy is set out on pages 30 to 35, Pnincipal risks
and uncertainties and how these are managed are shown on
pages 80 ta 93,

Engaging stakeholders

Building and raintaining trust with our stakeholders underpins

the sucecess and reputation of Impenal Brands, Our key stakeholders
and how we engage with them and understand their views are set
out on pages 3810 41, Gur section 172(1) statement, setting out how
the Directors have had regard to stakeholders when undertalang
their duties can be found on page 12

Significant votes against a resolution

At the Annual General Meeting held on 3 February 2021, all
resolutions were passed. Although Resclution 2, the Directors'
Remuneration Repart, was carried, a significant proportion of the
votes cast were agaimnst. We corhinued to engage with investors
during the year and an update is set out within the Remuneration

Report on pages 138 and 139.

DIVISION OF
RESPONSIBILITIES

Role of Directors

Cur Char and Chief Executive

have clearly defined and separate
responsibilitzes divided between

the leadersh:;p and effecuiveness of

the Beard and the running of the business
respectivery, Warking with the Board, they
are responsih'e 1o our stakeholders for the
successful delivery of our strategy. Tney
commuricate regularly between Board
meetings to ensure & full unders:and:ng
of evolving 1ssues and to {acilitate

swiit decision-making See Duision

of responsibilities on page 104.

Matters reserved

In order to retain control of key

cecisions the Board has adopted a
schedule of matters on which it must
make the final decision. Junng *he year
such decisions included [.ukas Paravicinl's
appointment as Chief Finanecial Officer,
the appointments of Alan Johnson, Bob
Kunze-Concewitz Ngozi Edozizn and
Dizne de Saint Victor as Non-Executive
Directcrs, *he Group's financ:a. statements,
115 renewed strategy, 1ts husiness plan,
major capital expenditure, material
nvestments cr d.snosals, capital
allocation and returns, and marenal
changes to the Group's puncipal policies
{including treasury and tax).

Directors’ independence and
significant external commitments

Qur precesses for managing potential
conflicts of interest are set out on page 140
and the Directors’ externa. commitments
are set out withir. their biographies on
pages 96 and 97

COMPOSITION, SUCCESSION,
EVALUATION AND
DIVERSITY

Our Succession and Nominations
Cemmittee Report carn be found on
pages 108 1o 110,

Director appointment and
succession planning

The Succession and Nominaticns
Committee has respensibility for
ensuring the appropriate balance af sk:lls,
axpericnce and knowledge, and oversees
succession planning. We set out our
Board composition 2nd biographies af

1te members on pages 96 and 97 and a
skiils matrix of the Board can be found

on page 105.

Board evaluation

The Board, Board Cormnmittees and
mdividual Directors undertake an
evaluation review annually. A description
of the external evaluation carried out in
2021 1s provided on pages 141 and 142

Diversity and inclusion

Details of our Diversity and Inclusion
Policy and key measurements are
contamed in the Qur People and Culture
section an pages 46 to 49 and i our ESG

AUDIT, RISK AND
INTERNAL CONTROL

Cur Audit Comimn.tiee Report can be found
on pages 11110119,

Audit

Details of how the Aucit Commut:ee has
discharged 1ts responsibilities can be found
on pages 1110119, The external auditor's
Tepolt begins on page 148,

Risk and internal control

The Group's princ.pa: risks. together with
our appreach to thelr management, and our
nternal control framewark are set ogut on
pages 80tc 93

Other reporting

Our approaci to ensure a fair, balanced

and understandable report is provided on
page 116, Our hquidity and going cencern,
and wviabilizy statements can be found on
nages 92 and 93, Cur staterrent of Directors’
respansibilities is on page 146

report on page 57 The Board's oversight of
diversity and details of the Board Diversity
and Inclusion Policy are provided 1 Board
Statements on page 107,

REMUNERATION

Cur Remuneration Committee Repart can be found on pages 120 to 139,

The current Cirectors' Remuneratien Policy, which in accordance with Code Prowvision 36
includes a post-employment shareholding reguirement encompassing both unvested and
vested shares, was approved by sharcholders at cur AGM in February 2021, Detalls of how
the policy has been applied during 2021 and how the Remuneration Jemmittee has
undertaken its duties can be found in the Directors’ Rermuneration Repaort

Provision 38 of the Code states that the pension contribution rates for Executive Directars,
or payments in lieu, should be aligned with those available to the workforce. Asset outin
the Directors’ Remuneration Report, the pension entitlement for new Executive Directors
nas been reduced 10 be 1n line with the Ui workforce and has been formally included in
onr Directors Remuneration Policy. Both Stefan Bonthard and Lukas Paravicini were
appointed on thus basis. See page [25 for more information.
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GOVERNANCE BOARD LEADERSHIP AND COMPANY PURPOSE

TAKING DECISIVE ACTION

TO STRENGTHEN OUR

LEADERSHIP CAPABILITIES

1 2
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Committee membership
Succession and e Remuneration Workforce
Normurations Commlittee Committes Engagement
o Audit Committae . Committee Chair Director

Board and Committee composition as at 30 September 2021

Find out more at www.imperialbrandsple.com/ahout-us/leadership-team
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Q0

1. THERESE ESPERDY
CHAIR

Appointment

Appointed Chair in January 2020,
having previously served as
Semor [ndependent Director
since May 2019. Thérése joined
the Board in July 2016,

Skills and experience

‘Thérese has significant
international investment
banking experience having held
a numier of roles at JP Mcrgan
ineluding Global Chair of JP
Morgan's Financial [nstitutions
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 Securnties in 1997
nrior te the firm's merger with
JP Morgan in 2000,

External appointments
Non-Executive Director

and Chair of the Finance
Comrruttee of Natienal Grid
Plg! Non-Executive Director
of Meody's Cerperanion'.

00

6. ROBERT (BOE}
KUNZE-CONCEWITZ
NON-EXECUTIVE
DIRECTOR

Appointment

Apponted Nor-Executive
Director in November 2020

Skills and experience

Bob 15 an expenenced

rnarketing professioral and

kas held a number of senior roles
at leading FMCG companies. He
has been Chief Executive Officer
at Campan Group, 2 majol player
10 the global spints industry,
sinae May 2007 having joined
the business 1n 2005 as Group
Marketing Director. 2rior to

his time at Camupar Groug, he
held positions of increasing
responsibility at Procter &
Gammble, including Global
Prestige Products Corporate
Marketing Dhrector.

External appointments

Chief Executive Officer of
Campan Group' and a Noni-
Executive Diractar of Lugt
lavarza SpA7

1 Public isted camnany.
2, Prnivate organisation



2. STEFAN BOMHARD
CHIEF EXECUTIVE CFFICER

Appointment

Appointed to the Board as Chief
Executive Officer in July 2020

Skills and experience

Stefan jamed Impenal m July
2020 from Incheape plc, a global
distribution and retail leader in
the premum and luxary automaotyve
sectors, where he delivered
successful transformational
change during a five-year

tenure as Chief Executive,

Priar to his role at Incheape,
Stefan was President of Bacardl
Limnited’s European region and
was also responsible far Bacardr's
Giobal cornmercial crganisation
and Global Travel Retail.

Stefan has a PhD in marketng
and has accrued sign:ficant
experience in the consurmer and
retall sectars during his career
Previous roles have included
Chief Comrmercial Officer

cf Cadbury ple and Chief
Operat:ng Otficer ¢f Uniiever
Food Solutions Europe. This
followed senior managernent
and sales and marketing
oositions at Diageo (Burger
King) and Procter & Gamole.

External appointments

Non-Executive Directar ot
Compass Group PLC-

00

7. SIMON LANGELIER

NON-EXECUTIVE
DIRECTOR

Appointment

Appomted Non-Executive
Chrector 1n June 2017,

Skills and experience

Sumon has significant
international experience within
the tchacce industry. t{2 held a
nurnber of senjar commercial
positions during a 30-year carser
with Philip Meorns Intemational,
meluding in Latin America, Asia,
Western and Eastern Burcpe,
Middle East and Africa. In
addition, he was President of
their Next Generation Products &
Adjacent Businesses. Simon was
also Chairman of PharmaCielo
Limited, an internationat
medicinal cannabis business,

for almoss s1x years,

External appaintments

Patron and Honorary Professorial
Fellow at Lancaster University,
and a member of the Dean's
Councti of the University's
Management Schoo¥,

3. LUKAS PARAVICINI
CHIEF FINANCIAL OFFICER

Appointment

Appounted to the Board of
Directors on 1 May 2021 and
appointed Chief Financial Officer
on 18 May 2021

Skills and experience

Lukas has a proven track record
innternational consumer goeds
cernparues, Beyond his finance
credentials, he has considerable
cperational experience as

well as expertise in driving
transformational change
imcluding in global shared
services in large international
orgarusations. Lukas joined
Impenat fror agricultural
commodities and brokerage
group ED&F Man Haldings, where
he was Chief Financial Officer,
He has also held senier positions
at Fonterra, a New Zealand and
Australia listed co-operative and
the world's largest dairy exporter,
with sales in 130 countries. He
was Chuef Financial Officer from
2013-2017 and Chief Operating
Officer, Global Consumer and
Foodservice Business fram
2017-2C18 Prior to that, he spent
22 years with Nestlé 1t various
senior finance and general
management roles.

External appointments

Mo external Cirectar
appowntments

Q00

8. STEVEN STANBROOK
NON-EXECUTIVE
DIRECTOR

Appointment

Appointed Workforce
Ergagemen: Directorin 2019,
having joired the Board as a
Non-Executive Directer 1n
February 2016.

Skills and experience

Steven brings considerable
iternational executive
experience to the Board,
gained in a number of FMCC
compean:es Thisincludes

18 years at 5C Johnson & Sons
Ine, most recently as Chief
Cperaung Officer, where he
was responsible for managing
its international operaticns

Stevern has also previously
held senior positions at Sara
Lee Corporation, including as
Chaef Executive Officer of Sara
Lee Sakery, and at CampuServe
Corp He 15 alzo a former
Mon-Executive Director of
Ch:guita Brands International
inc. and Hewitt Associates,

External appointments

Steven is a partner of, private
equity firm, Wind Point Partners®
He :s also a Non-Executive
Director of Primo Waler
Corporation® and Group 1
Auternotive Ing.

000

4. SUE CLARK
SENIOR INDEFPENDENT
DIRECTOR

Appointrment

Appointed Non-Executive
Director in December 2018, Chaur
of the Remuneration Cornmittes
in February 2019 and Senior
Independent Director in
January 2020.

Skills and experience

Sue has strong international
business credentials with over 20
years Execulive Commi‘iee and
Beard lcvel expernience in the
FMCG, regulated transport and
utility sectors. Sue held the role
of Managing Director of SABMiller
Europe and was an Executive
Committee member of SABMiller
ple She joined SABMiller in 2003
as Corporate Affairs Director and
was part of the executive team
that built the business into a top
five FTSE company.

External appointments

Non-Executive Director and
Chaur of the Rernuneration
Committee of Britvic ple, a
Non-Executive Dhrector of
Tulchan Communications LLP
and a Nan-Executive Directo!
and member of the Audit,
Nominations and Remuneration
Camurnittees of Mond: plc.

000

9. JON STANTON
NON-EXECUTIVE
DIRECTOR

Appointment

Appoitited Non-Executive
Director in May 2019 and
Chair of the Audit Committee
i June 2020,

Skills and experience

Jon has a wide range of
international leadersmp
eXperience, encompassimng
transformation, M&A and all
aspects of finance, principally
n the B2E scctor,

In 2016 he was appointed Chief
Executive of The Weir Group
2LE ane of the world's leading
engineering businesses, having
previously been CFO from 2010
Prier to that he spent 22 years at
Ernst & Young LLP, the last ning
years of which were as a partner
1n 1ts London office.

Jonis a Chartered Accountant
and member af the ICAEW,

External appointments

Chief Executive of The Wer
Group PLC

00

5. ALAN JOHNSON

NON-EXECUTIVE
DIRECTOR

Appointment

Appointed Non-Executive
Director i January 2021

Skills and experience

Alan has a strong financial
background 1n consumer goads
and retail, having held a number
of senior finance positions at
Unilever during a 30-year career,
including Chief Aud:t Executive
and Chief Financial Officer of
the Glohal Foods Division. He
was previously Chief Financial
Officer end then a Nan-Executive
Director at food retailer Jerénimo
Martins, SGPS, SA until April 2016

External appointrments

President and Chair of the Board
of the International Federation
of Accountants and a member of
*he Board and Chatr of the Audit
Committee of the International
Valuation Standards Council
Alan s also a Non-Executive
Director of William Grant &

Sons Ltd".

10. JOHN DOWNING
COMPANY SECRETARY

Appointment

Appointed Company Secretary
1 June 2012,

Skills and experience

John, a qualified soloiter,
joined Imper:al in 2005 having
previously warked for the law
firm Linklaters.

He has had a number of

senter legal roles n Imperial
ncluding playirg a leading role
n the Altadis acquisthon and
heconung Head of Group Legal
in 2010 He has considerable
experience 11l managig key
corporate projec:s related to
financtng, business development
and other commersia. matters In
additzon 1o his Group Company
Secretary role, John also has
responaibility for the Group's
governance, Code of Conduct,
security and information secunty.
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GOVERNANCE BOARD LEADERSHIP AND COMPANY PURPOSE - CONTINUED

THE BOARD

FOCUS IN 2021

+ The wellbeing of our pecple
and continuing business
stability during the ongoing
COVID-19 pandemuc.

« Strategic review for growth
and sustainability.

+ Board succession including
Chief Financial Officer and
Non-Executive Director
recruitment and on-boarding.

+ Investmentin and delvery
from prionty tobacco markets,

+ Executionin NGP.

+ Delivery against our
sustainability agenda.

LOOKING AHEAD TO 2022

+ The wellbeing of our people
and continuing business
stability dunng the ongoing
COVID-19 pandemic.

» Further development and
embedding of our renewed
culture and purpose.
Delivery against our
renewed strategy.

Board succession and diversity.

BOARD AND COMMITTEE MEMBERSHIP

AS AT 30 SEPTEMBER 2021
Suecession and

Audit Remuneration Neminations
+Denctes Chair Soard Committee Committee Committee
Non-Executive Directors
Thérese Esperdy {Cha) X X X
Sue Clark {SID) X X X kS
Alan Johnson X X X
Bob Kunze-Concewitz X X X
Simon Langelier X X X
Steven Stanbrook X X x
Jon Stanton X X X X
Executive Directors
Stefan Bomhard (CEQ) X
Lukas Paravicini (CFd) X

OVERVIEW

The Board was not able to spend as
much time together physically ner
visiting parts of the business, as we
would have liked, due to the ongoing
randemic, However, we used MS
Teams to have a wide range of
individuals present to, and engage
with, the Board and a broad range

of our stakeholders.

The Board's role 18 to provide
leadership and direction to the
Group. Supported by 1ts Commuttees,
It maintains a strong governance
framework which, together with our
high ethical standards, supports the
long-term sustamability of the Group.

The Directors played a key role in
setting our renewed strategy. Ensuring
it is implemented responsibly, within
the governance framewaork and their
legal duties to act 1n the way they
consider, 1n good faith, will e most
likely to promote the success of the
Company for 1ts shareholders, whilst
having regard to the interests of all
stakeholders. The Directors also
played a key rcle in developing our
revised purpose and values which
are being launched early 1n our 2022
financial year.

As part of the governance framework
the Board has adopted a schedule

of matters on which 1t must make
the final decision. These include
approving the Group's strategy,
bhusiness plans, dividends and

major financial announcements,

The Beard 15 also responsible for
approving the acquisition or disposal

of assets exceeding defined threshods.
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The Board discharges its
responsibilities through an annual
schedule of meetings. In additicn

to these formal scheduled meetings,
the Board ccnvenes as required to
cansider matiers of a hme-sensitive
nature. It also delegates responsibility
for developing and implementing
strategy and for day-to-day
management to our Chuef Executive
Officer, Stefan Bomhard, who is
supported by the Chief Financial
Gfficer and by the Executive
Leadership Team (ELT), which he
chairs. Within clearly defined terms of
reference, the Board delegates certain
matters to its Committees. These
delegations are supported by the
Group Approvals Matrix which
ensures that decisions are made

with the appropriate authority. These
terms of reference have been reviewed
this year against the latest guidance
from the Chartered Governance
Institute and together w:th other key
governance documents, including our
Code of Conduct, they car: be found at

www.imperialbrandsplc.com.

The ELT cornprises senior
executives from across the business.
It aversees aperational execution and
implementation of our strategic and
financial plans. The £LT and Audit
Committee also ensure that, within
the risk framework set by the Board,
appropriate and effective internal
conitrols are in place, and effective
risk identification and management
processes, including those discussed
on pages 30 to 91, operate throughout
the Group.



BOARD PROGRAMME IN 2021

Seven scheduled Board meetings were held during the year. The Board also convened between these meetings to
discuss specif:c ime sensitive matters, for example, the Board met virtually a number of times between November 2020
and February 2021 to develop and approve the renewed strategy and progress the Chief Financial Officer succession.

In the context of COVID-19 the safety of our pecple was a key therne of meetings and was a priority for Board engagement
outside of formal meetings during the year. Other standard agenda itemns included strategy development and implementation,
business performance and general corporate housekeeping. In addition to these, the following principal agenda items were
covered in the financal year:

HOW THE BOARD SPENT ITS TIME (%)

Strategy and Financial L3\ Operational 3
business plans @

» Funding, going concern + Prionty market deep dives.

+ Consideration of business plan and viahility. - Business updates.
Review of reqional plans. + Haif-year and final results, + Manufacturing and
Development of renewed strategy. + Cash and debt metncs. supply chain update.
Compet:tor updates. + Investor engagement,

Governance and People ~2

risk framewaork i 208% @

\y - Health and safety of
Effectiveniess of internel centrols. our colleagues,
Risk appetite and nsk - CFOand ELT succession.
management updates, . NED SUCCessIon.
Regulatory and legislation - People ard culture review.
development updates

Workfarce engagement,
ESG and sustainability.

Directors' independence,
Cyber security review.
Board evaluation.

ATTENDANCE AT MEETINGS OF THE BOARD, BOARD COMMITTEES AND AGM

Succession and Annual
Nominaticns Auvdit Remuneratior Ceneral
Board Committee Committes Committes Meeting
Total number of meetings in inanc:al year 11 4 4 5 1
Number of meetings attended in iinancial year
Executive Directars
Stefan Bomhard 11/11 - - - i/1
Lukas Paravicini- 4/4 - - - -
Cliver Tant! T - - - [
Non-Executive Directors
Thérése Esperdy 11/11 44 - 5/5 /1
Sue Clark 11411 4/4 474 5/5 1/1
Alan Johnson? i 3/3 343 - /1
Bob Kunze-Concewitz? 9/10 4/4 - 55 1/l
Sumon Langeher 1171 4/4 44 - 171
Pierre-Jean Sivignan® 8/8 2/2 3/3 - 1/1
Steven Starbrook 1:/11 4/4 - 5/5 1/1
Jon Stanton® 10/11 4/4 /4 5/5 /1
1. Lukas Paraviciny joined the Soard on 1 May 2621 5 Prerra-Jean Siignen steppec down frorn the Board on 4 June 2021
2. Clhver Tant retired fram the Board on 18 May 2021 & Jon Stanton was unable to attend one ad-hoc meeting due o attending
3. A.an Zohnsan joined the Board on 1 January 2021 the funeral of 2 close famuly mernber
4. Bob K.nze-Concewitz jained the Beard on 1 Noverrber 2030

Unablz to attend cne ad-hoc meeting dus to a fam..y emergency.
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GOVERNANCE BOARD LEADERSHIP AND COMPANY PURPOSE - CONTINUED

KEY BOARD ACTIVITIES

KEY BOARD ACTIVITIES

The key areas considered by the
Eoard during the year are set out
below. The Beard recognises the
mportance of engaging with our
stakeholders in order ta understand
their views, for example gained
from our Meet the Board sessions,

In addition stakeholder views are
included within Board papers, where

relevant. Stakeholder views are taken
irnto account when making decisions,
for example the development of our
renewed strategy. You can read mote
in our 8172 statement on pages 42 to
44 A typical Board meeting comprises
reports on operational and financial
performance, including the health

and safety of our colleagues, legal and
governance updates, investor relations

updates and a deep dive into a focus
market. The Chairs of our Committees
alsc report on the proceedings of their
Comrruttees including any specific
matters that require the attention

of the Board. Details of the Directors’
attendance at the scheduled
meetings during the year can

be found on page 99.

2021 Focus and activities

Focus on top five
combustible markets.

We have focused our investment and
resources behind our five most important
markets The Board recogrised that
decisions in the past have not been
sufficiently informed by consurmer
insights ard data We are therefore,
investing to support a consistent
approach to consurner 1nsight. These
insights have supported the Board's
decisions, mcluding enhancirng
capabilities 1n brand and trade
marketing partfolio rmanagement,
mnovation and sales cxcellence. This
transformation is being supported by the
newly appointed Chief Consumer Officer.

@ See page 43 for more information

Stakeholders considered

More disciplined execution
in NGP.

Infatmed by consumer msights and
vahidatian, we are resetting our NGP
stratagy. We are focusing our iInvestment
benind heated ‘chacco opportumties

in Europe, and in se.ective market
OLDOrtunities n vapour, particularly

i the USA Our oral nicotine business
remains focused on its existing markets
within Europe, Our investment wijl

be disc:plined and hased cn detailed
marke: testing. Qur aim Is te develop a
sustainable NGP husiness that supports
our ESG agenda by makirg a meaningful
contribution to harm reduction by
otfering potentially reduced risk products
to adilt smaokers.

@ See page 44 for more information

The wellbeing of our people
and continuing business
stability during the ongoing
COVID-19 pandemic.

In addition to its normal hezlth and
safety updates the Board received
regular upcates on the impact of
COVID-19 on our colleaques and our
operating environment. These inclucded
the challenges faced by the logistics
wndustry and ensuring conttinuty of
supply Lo our consurr.ers.

The pandemic impacted the Board's
programme of visits and engagerment,

a number of which were postponed due
to lockdowns and our internal protocols
for protecting vur colleagues. However,
the Board introduced ™Mest the Board”
forumns to enable colleagues to meet
virtually with our NEDs.

The Board was kept apprised of our
support to employees which includes
flexible working, f1ips on coping with
home working, mental wellness and the
provision of "lockdown” learmning suppaort
avallable through our lemming portal

&
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100 IMPEHIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021
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2021 Focus and activities

Strategic review for growth
and sustainahility.

Guided by a comprehensive strategic
review which took 1nta account feedback
from a number of our stakeholders, the
Board approved a new strategy and
five-year plan to transform the jusiness.
The strategy focuses on: revitalising our
tobacco business with increased focus
on our top five rmarkets; a disciplined
NGP business commutted to harm
reduction by offenng potentally

redusced risk products to adult

smokers and providing optiors for
qrowth, reshaping our culture and

ways of working to place the consumer
at the centre of our business, delivenng a
strong and consistent performance, and
a clear capital allocation frameworx.

The Board is now overseeing the
implementaucn ¢f the strategy,
IeCagIUSIg LS IMPAact on our
calleagues and ensunng pregress

18 rapid to minimise the uncertainty
they may be feeling.

Stakeholders considered

Board succession including Chief
Financial Officer and
Non-Executive Director
recruitment and on-boarding.

Following the departure of Alison Cooper
and Karen Witis in our previous fitnancial
vear, the Board was mindful that it

did not meet either gender or ethnic
divarsity expectatlons and acknowléedged
the feedback 1t recerved at the time of
the AGM in February 2021 Taking this
feecback 1n1c account, dunng the year
the Hoard appeintad Alan Johnson

and T.ukas Paravicitn and 15 pleased

that Mgozi Edozien znd Diane de

Saint Yictor wil join the Board a5
Nan-Executive Directars, with effect
from 15 Novernber 2021,

Delivery against our
sustainability agenda.

To ensure our ESG strategy 1s aligned to
the new commercial strategy and given
the huge impact COVID-19 kas had on
both the external envizonment and en
areas of our business, the new leadership
tearn agree 1t 15 an opportune tme 2o
review the current ESG strategy, Building
upon the strategic work on purpese and
VISION, Inore ernpliasis 1s requuired on
reaillence and sustamab:hity based uzon
280 nsks for now and n the future to
ensure stakeholder expectations are met
and exceeded.

To underscore this increased emphasis
and ensure the al:gnment of ESG
priorities to the business strategy we
have strengthened our ESG team with
the hirning of Teny Dunnage as Eeac of
ESG Tony brings meore than 3C years'
experience in Unilever, directing end-
to-end supply chain and manufacturing
sustainabity for 250-plus factories and
will report directly to the ELT.

A = & [P
4@

s. 172 factors

00000

00

o0

5. 72 ractons
o 0o

The interests of the
Company's employees

The hikely consequences
of any decision in the
long term

The need to foster
business relationships
with suppliers,
customers and others

o o

The desirabil:ty of the
Company matntainimng
a reputation for

high standards of
busiress conduct

The impact of the
Company’s cperatians
on the comrnunity and
the environmen:
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BOARD ENGAGEMENT IN ACTION

ENGAGEMENT WITH
INVESTORS

We value the support and engagement
of our shareholder community and
understand the importance of th:s

to the future success of the business,
Our aim s to prosnde halanced, clear
and transparent communications
enabling investors to understand how
we see our prospects and the market
environments 1n which we operate,

[n the year, our programme of
shareholder engagement ensured the
Board was fully aware of shareholder
concerns. This programme 1ncluded
Thérése Esperdy regularly meeting
investors to hear their views directly
and to update and consult with themn
on several areas. We changed our
emphasis this year to give investors
the opportunity to meet our new CEQ,
Stefan Baomhard, and to understand
the new strategy. The results roadshow
following our 2020 annual results
enabled Stefan to provide investors
with his first impressions of the
business and update them on his
approach and progress on the
strategic raview.

Once the strategic review was
concluded, we held a virtual Capital
Markets Day in January 2021 to outline
the new strategy and to set future
expectations for the business This
event was attended by c.450 investors
and sell-side analysts and was
followed up by an investor roadshow
to engage with investors on what the
new strategy entails and how it will

be implemented. Subsequently, we
reported our interim results, the first
results under the new strategy, and
again, conducted a virtual investor
roadshow with our major shareholders.

Cur AGM provides an opportunity for
the Board to meet with shareholders,
particularly our retail investers. In
addition, we maintain a programme
of active dialogus with our key
financial stakeholders, including
institutional shareholders, potential
investors, holders of our bonds, rating
agencies and sell-side research
analysts. We encourage an open,
two-way engagement with investors
and other stakeholders through

our programime of investor

relations activities.

A full programme of International
engagement 1s undertaken each year
by our investor relaticns team, who are
reqularly accompanied by one or more
of the Executive Directors, Although
the COVID-19 pandemic continued to
curtail our ability to hold meetings in
person, meetings were successfully
enabled through videc and telephone
conferencing. While some virtual
meetings w1l persist, going forward
we anticipate a number of meetings
and events will return to being held in
perscon, Over the course of the year, our
teamns held around 800 meetings with
investare and research analysts.

As wel. as our results presentations,
seniol managermen: presented

at varicus industry conferences,
including the Consumer Analyst Group
of New York (CAGNY) Conference in
February 2021 and investment bank
sponsored conferences, including
those held by Credit Suisse in March
and Deutsche Bank in June. In addition,
the investar relaticns team attended
the Barclays conference in September.
All conferences were held virtually.

Read more on how the Board is considering wider stakehalders
in key decisions in our 5172 statement on pages 42 to 44
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As we began to implement our

new strategy, Thérése continued

her engagement with investors to
hear their feedback on the changes
we have made and to continue

the dialogue with them she started

in the prior year. Topics discussed
included the actions taken to

improve performance, progress

with Executive and Non-Executive
recruitment and capital allocation
considerations. The Board also
receives an investor relations report
gt every Beoard meeting, which sets
out the latest shareholder views, share
regisier movements and recent rmarket
developments. In addition, detailed
feedhack from investorss collected
after each invester event and
roadshow, which is shared wath

and discussed by the Board so1thas a
good understanding of investor views.



ENGAGEMENT WITH
COLLEAGUES

Despite the chailenges of the COVID-19
pandemic, we have continued our
workforce engagement activities.

For exampie, during the year, we
introduced “Meet the Board” forums

in which a number of employee
representatives, from a diverse

range of areas of the business and
locations, met virtually with our NEDs.

These forums provided the
opportunity for two-way dialogue
around key themes such as NGP
strategy, diversity and inclusion,
broader ESG 1ssues and culture.
The forums also included
discussion in respect of the work
of the Remuneration Comimittee,
executive remuneration and

the changes to our Long-Term
[ncentive Plan.

Feedback from calleagues

attending these forums has been
overwhelmingly positive, with
colleagues appreciating the open

and honest approach and finding such
forums both informanve and helpful in
conrecting with the strategic direction
of the Group.

Insights gained from these

sessions have glven the Board a

better understanding of colleague
sentiment on a broad range of issues,
helping it to better consider colleagues
when making <ecisions.

We also introduced a series of
"Connections” sessions, which bring
together colleagues from across our
business to learn about their roles and
responsihilities, who they are and what
they do.

These sessions included our

Chair Thérése meeting cne of

our brand managers based 1n the US
to talk about their role and how the
COVID-19 pandemic has influenced
our marketing strategy. A transenpt
of the sessions iz widely shared with
colleagues via our intranet. Thege
sessions provice our Directors with
the opportunity to enhance their
understanding of various aspects

of the business and to bring this
understanding to the Board.

The Board was engaged with the
formulaticn of the Compar.y's Purpose,
Vision and Behawviours. This included
individual conversations with Board
members, as well as discussions as

a full Board. These discussions were
informed by background information

and presentations on the listening
exercises undertaken by the business
which helped to understand the
culture of the organisation further by
identifying those areas that need to be
addressed and those that can be built
upon in order to realice the cultural
change elements of the transformation
jourmey {see page 48 on Developing
and Embedding New Behaviours,

as well as Focusing on Diversity

and Inclusion, which is another area
where the Beard has been engaged).

The activities we are undertaking
to enhance skills and capabilities
to embed new behawours and a
performance-based culture, are
summarised on page 49 . The Board
will continue to monitor progress.

Image
removed

Senior Independent Non-Executive Director Sue Clark speaking at a "Meet the Board "event,
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GOVERNANCE DIVISION OF RESPONSIBILITIES

THE BOARD AND ITS COMMITTEES

The Board 1s responsible for

the governance of the Company,
undertaking its duties within a
framework of clear authorities

and governance structures, with
effective controls that enable risk to
be assessed and managed effectively

The Board sets the tone for

the Group from the top and
delegates responsibilities for
specific tasks to 1ts Committees.
Each of these Committees has
specific written terms of reference
1ssued by e Board, adupled

by the relevant Commiuttee and
published on our wehsite at www.
imperialbrandspic.com/about-us/
governance, All Committee Chairs
report on the proceedings of their

Committee at the next meeting of the
Board and make recommendations to

the Board where apprepriate. In addition,

minutes of Committee meetings are
circulated to all Board members.

To ensure Directors are kept up to date
on developing 1ssues and to enhance
the overall effectiveness of the Board
and 11s Committees, the Board Chair
and Comrnittee Chairs communicate
regularly with the Chief Executive
Officer (CEC} and Chief Financial
Officer (CFO). Where appropriate the
Doard convenes virtually outaide of
scheduled meetings to consider time
sensitive matters

A summary of key elements of the
roles of the Board Directors and
Company Secretary 1s set out below.

Supported by its Committees the Board
provides leadership and direction to
the Group. The Directors have a key
role in developing our strategy and
overseeing its implementation within
our strong govermnance framework and
in a manner that 1s most hikely to
pramote the Group's suceess for the
benefit of shareholders, having regard
to the interests of other stakeholders.

As part of the governance framework
the Board has adopted a schedule

of matters on which it must make
the final decision. Thege include
approving the Group's strategy,
business plans, dividend, major
financial announcements and
acquisitions or disposals exceeding
defined thresholds.

Chair Chief Executive

Chief Financial
Director

Senior Independent

Non-Executive
Directors

Leads our Board Officer Officer

and creates an With the CFO, Sapperts <he CEC
environment that has day-to-day in devising and
ensures there rmanagement implementing
are strong links responsibility our strategy and

Lbetween the Board,
management and
stakeholders,

for the Group and
for devising and
implermenting the
Group's strategy.

overseeing the
finances, operation
anrd develapment of
the Group

Ass:sts the Chair with
effective shareholder
commmunicatiens ineluding

\f inveslors have any issues
which have not been resolvec
through the normal channels.
[s available to our Directars
should they have any
CONCEerns Lot agproprate
toraise with the Chair,

Evaluate :nformanon
provided and challenge
construct:vely management's
VIEWDOINts, assumptions and
perfarmance They bring a
diverse range of business

and financial skills and
experience that complement
and supplemsnt those of our
Executive Directors.

PRINCIPAL BOARD COMMITTEES:

Audit Committee

Asgs:sts the Board in fulfilling

Its corporate governance
responsibilities. This includes
oversight of the Group's external
audit, internal control systems, risk
management framewaork and process
and the Internal Audit department.
The Committee's responsibilizies also
mclude ensuring the inteqrity of the

Succession and Nominations
Committee

Rewviews and evaluates the composition

and succession plans of the Beard and its

Committees, to maintain an appropriate
ba.ance of skills, kncwledge, experience
and diversity Retains oversight of the
development plans for ELT members
together with the Company's wider
organisational stracture and talent
managerment processes.

- Remuneration Committee
i Sets and implernents our

Remuneration Policy aimed at
ailgning the interests of Executive
Directors and senior management
with those of our stakeholders,
ensuring cur ability to attract and
retain high performing executives
whilst incentivising the delivery of
our strategic objectives and sustained
returns for investors.

Group's financial statements and
related announcements.

Executive Leadership Teamn

As detailed above, the ELT oversees aperational execution and delivery of our strategic and financial plans.

OTHER NON-BOARD COMMITTEE:

ESG Steering Committee

During the year the ESG Steering Committee was chaired
by Board Chair Therése Esperdy, with a remit {o oversee
the management of our prionty ESG responsibilities and
to ensure the successtul delivery of our sustairahility
strategy. The Commiittee membership included senior
rnanagers from our sustainability team, leaf sustainabihty,
procurement, legal, HR, manufacturing and supply chain,
finance, science and corporate affairs.

www.imperialbrandsple.com.

Two meetings were held during the year, focused on
ensuring the business is prepared for the Task Force on
Climate-related Financial Disclosures (TCFD) requirements
which will be mandatory for Imperial to report on in 2022.
In relation te this the Cornmittee discussed the need to
update the previous climate nisk and opportunities scenario
analysis conducted in 2018. As outlined on page 51 the ESG
Steering Committee wiil be reconstituted in the coming
financial year to be chaired by the CEQ.

@ See pages 50 to 63 for details of our ESG work
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SKILLS MATRIX

Non-Executive Directors Executive Directors

Thérzse Sue Clark Alan Robert Simon  Steven Jon Ngozl Diane Stefan  Lukas
Esperdy (SID) Jonnson {Bob) Langelier Stanbrook Stanton Edozien' de Saint Bomhard Paravicini
{Chayr) Kunze- Victor  (CEQ) {CFQ)
Concewitz
00 000 00 00 00 000 000
Other current NED
or executive roles v v v v N v v v v
FTSE 100/NYSE
experience v v v Ve v v v 4
UK corporate
governance background v v v v v v
Financial
quahfication v v v v N
FMCG sector
experience v v v ' ' v v v
Marketing
& digital v v v '
Product
development v g v '
Strategy v v s N Vs N4 v N4
International
operations ' v s s v v v s v v v
Change management
/HR v v v v v v v v v
Governmer.t and
Requlatory Affairs < v Ng <

L Jewning the Board [5 November 3321

o Audit Cornmitiee o Suceession and Normnations Committee e Remuneration Committee . Commuittee Chair

0 Warkfarce Engagement Director

NEW SKILLS ON THE BOARD JOINING THE BOARD
15 NOVEMBER 2021
|
| Image image Image 1 Image E Image
; remaved removed removed removed | removed
L |

LUKAS PARAVICINI BOB KUNZE- ALAN JOHNSON NGOZI| EDQZIEN DIANE DE SAINT
Lukas joned the Board CONCEWITZ Alan joined the Board on MNgozi joins the Beardon VICTOR

an 1 May 2021 and Beb joined the Board o 1 January 2021 and brings 15 Novemnber 2021 and Diane also jons the
became Chief Financial | November 2020 and o the Board astrong hrings over 30 years' Roard on 15 Navermber

Officer on 19 May 2021
and brings sigruficant
finanmal experience moest
recently at agrnicultural
commodities and
hrakeraqe qroup ED&F
Man Holdings where

he was also CFQ,

In addition to his
impeccable finance
credentials Lukas brings
ronsiderable nperational
experience as well as
expertise In drving
transfarmational change
in large international
organisztions. The Board
sees these quahities as
being invaluable to the
Group as it implements
Its new strategy.

hrings to the Board a
wealth of international
husiness experierce
particularly in
marketing, having
held a number of
senior roles at leading
FMCG companies.

Bob is currently Chief
Executive Officer of
Campari Group and

a former Global Prestige
Products Corporate
Marketing Director

at Procter & Gamble.

financial background,
hawinig held a numher of
semor finance positions
at Unilever and food
retailer Jerénimo
Martins, SGPS, SA Alan
1s currently President
and Chair of the Board
of the International
Federaticn of
Accountants and a
mermber of the Board
and Chair of the Audn:
Commuttee of the
International Valuation
Standards Council. Alan
15 a.50 a Non-Lxecutve
Directar of Wilham Grant
& ScnsLid

experience 1 general
managerment, finance,
consultancy, business
development and
transformation ga:ned at
rultinaticnal companies,
ncluding 1n consumer
goads, in Europe, USA
and Africa. Ngozi1s 2
Non-Executive Director of
Guinness Migeria, a listed
subsidiary of Diageo,
Stanbic IBTC Holdings
PLC and Earloworld Ltd.
She is also Founder and
Managing Directer cf
Invivo Partners Lirmited,

2021 and brings streng
legal, regulatory and £3G
sxperience, having held
anumber of General
Counsel, Company
Secretary and other key
1oles in an international
carecl Spanming more
than 30 years. Dlane

has experience

of transforming
oTganisatlons In sectors
undergoing change, most
notahly at ABB where
she was an Executive
Comrnittes mermber.
[Diane1s 2 Non-Executive
Cirecter at Transocean
Ltd and Natixis S.A

and was previously a
Non-Executive Dizector
at Barclays ple.
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GOVERNANCE DIVISION OF RESPONSIBILITIES - CONTINUED

BOARD STATEMENTS

SECTION 172 OF THE
COMPANIES ACT 2006

The Board seeks 1o consider

the interests of all relevant
stakeholders when making
decisions. The formal statement

18 disclosed on pages 42 to 44 and
throughout this Annual Report we
have included information on how
your Board operates and considers
tne interests of stakeholders when
making its decisions.

@ Read more on
pages 42 and 44

VIABILITY STATEMENT

On the basis of a robust assessment
of the principal nsks facing the
Group, and on the assumption that
they are managed or mitigated in the
ways disclosed on pages 92 and 93,
the Board's review of the bus:ness
plan and other matters considered
and reviewed during the year,

and the results of the sensitivity
analysis undertaken, the Board has
a reasonable expectatich that the
Cornpany will be able to continue 1n
operation and meet its ligbilitles as
they fall due over the period to
September 2024.

@ Read more on
pages 92 and 63

GOING CONCERN BASIS

Having assessed the principal

risks facing the Group, including the
current and forecast future impacts
of the ongoing COVID-19 pandemic,
the Board is of the opinion that

the Group as a whole and Imperial
Brands PLC have adequate resources
to meet operational needs from

the date of this Report through

to March 2023 and, therefore,
concludes that it is appropriate to
prepare the financial statements

on a going concern basis.

@ Read more on
page 92

PRINCIPAL RISKS AND
UNCERTAINTIES

The processes and related reporting,
described 1 the Principal Risks and
Uncertamnties section on pages 30
tc 93, enables the Audit Committee
to review and monitor the
effectiveress of our rigsk
management and internal

control systems and confirm

their effectiveness to the

Board in accordance with the
recommendations of the Code.

@ Read more on
pages 80 and 93

FAIR, BALANCED AND
UNDERSTANDABLE

Tne Directors canfirm that they
consider, taken as a whole this
Annual Report and Finanaial
Statemerts are fair, balanced
and understandatle and provide
the information necessary

for shareholders to assess

the Company's position ard
performance, business model
and strategy.

@ Read more on
page 116

MODERN SLAVERY
STATEMENT

As an internaticnal business, we
recognise the importance, influerce
and duty we have i promoting
respect for human nghts across

our business and supply chains. We
prepare an annual Modern Slavery
statement wh:ch is available on

our website. Our e-learning module,
which provides a global overview

of human rights abuse of modem
slavery and explains how employees
can raise concerns, 1s now available
111 15 languages and rolled out to
emplayees. This year, the course
was also delivered in person to 450
pecple who do not have access to
online learning in Madagascar and
Laos, including farmers.

@ Read more on
page 53

www.imperialbrandsple.cem.
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SPEAKING UP

This year we launched our new
Speaking Up platform, which is
available both to our employees
and to other stakehoiders, including
suppliers and farmers. The new
platform offers a wide range of
reporting routes and supports

anonymous reporting and feedback.

Our supporting Speaking Up policy
was also updated to align with the

rew process, with the policy being

made available both internally and
on our wehsite.

Intemnal processes, including
procurement and human resources,
have been aligned to the new
Speaking Up process.

During the vear we also tock
steps to enhance our Speaking Up
investigations process.

We have commenced a programme
to 1mprave communication and

awareness of Speaking Up, with an
emphasis on farming communities.

The Group's Audit Cornmittee 18
routinely provided with updates
on our Speaking Up incidents and
the operation of our Speaking Up
process, which was relauniched on
1 Novemnber 2020. If incidents are
material they are also reported to
the Board. Steven Stanbrook, our
Workforce Engagement Directar,
has taken a close interest in the
ongoing improvements to our
Speaking Up process.

DIVERSITY POLICY

As a global business, diversity 1s an
integral part of how we do business.
As set out 1n our strategy review on
pages 48 and 57, the Board recognises
the value of gender diversity to the
Group and 15 commiited to increasing
the representation of females within
seror management roies to

33 per cent by 2023.

At Board level, women, including

our Chair and Seniocr Independent
Director, represented 22 per cent of
our Directors as at 20 September 2021
This will increase to 36 per cent on

.5 Navemnber 2021 when, as previously
announced, we welcome Ngozi Edozien
and Diane de Saint Victor to the Board.
Searches for Board candidates and
any subsequent appointments are
primarily driven by ment and the
strategic needs of the arganisation,
whilst looking to ensure we have

the appropnate halance of skills,
diversity of expener.ce, demographics,
prefessionzl and geographic and,
mindful of the Parker Review,

ethnic backgrounds on our Beard.
Following the appointment of Ngozl,
1 Novernber 2021, 17 per cent of

the Board will be fromn an ethnic
munarity background.

In the wider mperial organisation
and particularly senior management,
we are committed to ensuring that
all employees have an equal chance
of developing their careers within
the Group.

We are making significant changes
to how we approach diversity and
inclusion and creating initiatives

to raise awareness of processes and
behaviours within the business that
could exclude women and other
marginalised groups.

We have run a global Inclusion
Diagnostic hearnng from almost
10,000 colleagues and, as a

result, have initlated a leadership
developmens: programme for our

senior leaders to educate them around
what inclusion is and the role they
play in ensunng all our colleagues
feel able to bring their best selves

to work every day. Additionally, we
have established four global Employee
Resource Groups (ERGs) to deepen our
understanding of the experences of
those in non-dominant groups and
help address the opportunities to
improve their working lives. The ERGs
are: Cthnicity, Disability, Gender and
LGETC+ Regular global engagement
surveys are undertaken and our glabal
diagnostic survey is championed by
the Worktfarce Engagement Director.
This is in addition to cur Board
members running “Meet The Board”
sessions with colleagues from across
the business to tnuly understand what
is on their mind and views on how
the business is progressing towards
1ts renewed strateqy.

Targeted iearning programrmes are
being embedded at all levels to help

us work towards creating an inclusive
culture. We have rolled out Uncorscious
Bias and Microaggression e-learning
modules as a starting point in

our learning senes of awareness
ralsing interventions following the
Inclusion Diagnostic.

We have created a new Flexible
Working programrne (WORKFLEX) for
our UK business, to encourage a more
diverse range of candidates into the
bustness and increase flexihility in our
ways of working.

We are reviewing cur recruitment
practices, with a view to implementing
initiatives to drive change in our
interview processes and practices,
enhancing our talent pool. We have
also enhanced practices such as

exit interviews so we can better
understand why employees (especially
our female taient) want to leave, and
put processes in place to remedy any
1ssues identified.
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GOVERNANCE COMPOSITION, SUCCESSION AND EVALUATION

SUCCESSION AND NOMINATIONS

COMMITTEE

Image
removed

THERESE ESPERDY
CHAIR OF THE SUCCESSION AND
NOMINATIONS COMMITTEE

Members

Thérése Esperdy (Chair)
Sue Clark

Alan Johnson

Bob Xunze-Concewitz

Other regular attendees
Chief Executive Officer

Chief Finaneial Officer

Chief People and Culture Officer
Compeany Secretary

Simon Langelier
Steven Stanbrook

Jon Stanton

Focus in 2021

CFO succession.

+ Non-Executrve Director succession.

+ Beard diversity
Ongeing executive and senior management
succession planning.

+ Talent development including enhancing the ELT.
Further building organisational capability.

Looking ahead to 2022

+ Ongoirg Non-Executive Director succession.

+ Executive ard senior menagernent succession planning.
+ Board and senlor management diversity.
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OVERVIEW

Role of the Committee

The Board has delegated to the
Succession and Norminations
Committee respensibility for reviewing
and evaluating the compasition of the
Board and 1ts Committees to maintain
the appropnate balance of skills,
knowledge, experience, independence
and diversity. The Committee aims

to achieve this responsihility using a
merit-based approach within a diverse
and inclusive culture. ft leads the
process for appointments through
external search consultants, such

as Heidrick and Struggles? and Heads
International’, lookirg for candidates
that enhance the overall effectiveness
of the Board and demonstrate
independence of mind and integnity
Succession plans for the Chair,
Non-Executive Directors (NEDs),
Executive Directors and the Group's
senior manageme:nt, i particular

the ELT. are kept under review,

The Succession and Nominations
Comrmittee also oversees the
development of a diverse and
inclusive pivehne for suceession

for ELT members together with the
Company's wider organisational
structure and talent management
processes. This aliows the Commuttee
to ensure the Company is developing
the nght capabilities and has
appropriate succession plans in place
for sustainzble delivery of our strategy.
Durng the year we strengthened

our ELT with the prometion of Kim
Reed and the appointment of Andy
Dasgupta, Javier Huerta and Paola
Poccl; see pages 22 and 23.

The Succession and

— Nominations Cominittee’s
terms of reference
are available on our website
www.imperialbrandsple.com.
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We have made a number of
Board and senior management
appointments to enhance diversity
and capabilities in key areas.

Election and re-election
of Directors

All Directors are appointed following
angerous selection process led by
the Succession and Nominations
Committes, supported by the Group
HR function, which then makes
recornrmendations to the Board. See
below for details of the appointment
process for our new CFO and NEDs.

Ir accordance with the Code and with
the Company's Articles of Associatior,
all Dnrectors put themselves up for
re-election annually at the AGM,

at our forthcoming AGM Lukas
Paravicin:, Ngozi Edozien and Diane
de Saint Victor will be standing for the
first ime The Board recornmends the
election or re-election of all Directors
who are standing at our 2022 AGM.
Read more about the skills and
experience of our Board on

pages 96 to 97 and 105 .

Refreshing the Board and
its Committees

During the year the Committee has
overseen the appointment of our
new CFO and three Non-Executive
Directors. We are mindful of our
diversity obligations, including

29

the Davies, Parker and Hampton-
Alexander Reviews, together with

the cantinuing FTSE Women Leaders
review and will continue to incorpoerate
these into our search criteria for Board
members and senior management. We
are pleased that by 15 November 2021,
36 per cent of the Beard will be famale
and two of our Directors will be from
an ethric minonty background.
Following the announcement in
August 2020 that Oliver Tant would
retire, a key focus for the Commuttee
was CFO succeasion We initiated

an extensive process to 1dentify the
best internal and external cardidates.
Heidrick and Struggles- was selected
to provide the Committee with advice,
agsessment and support throughout
this process. Lukas Paravicinl was
selected as being the best fit with

our criteria, with the skili set which
will be invaluable to Impenal as we
implermnent our new strategy

During the year we welcomed Bob
Kunze-Concewitz and Alan Johnson
as Non-Executive Directors Bob

15 a2 member of the Remuneration
Commiuttee and Alan a member of the
Audit Committee. Bob and Alan were
selected from & number of candidates

identified by Heads [nternational! and
Heidnck and Struggles respectively.
The Comrmnittee recornmended its
preferred candidates to the Board,

all members of which were fully
supportive of the appointments

The Board was saddened that
Pierre-Jean Siwvignon had to step
down for unforesesn personal reasons
and would like to thank him for his
contribution and wish him the very
best for the future.

Following recommendations

from Heidrick and Struggles, on

31 August 2021 we were pleased

to announce that following
recornmendations frorm the
Comrmttes the Board had appointed
Ngozi Edozien and Diane de Saint
Victor as Directors with effect from
15 November 2021. Ngozi will join
the Audit Committee and Diane
the Remuneration Committee.

THERESE ESPERDY
CHAIR OF THE SUCCESSION AND
NOMINATIONS COMMITTEE

1 Other than recruitment at Board and seniar management level they do not have any other carnection with the Company or 1tz Directors
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GOVERNANCE COMPOSITION, SUCCESSION AND EVALUATION - CONTINUED

BOARD BALANCE

BOARD GENDER BALANCE

BOARD ETHNICITY TENURE OF NON-EXECUTIVE
DIRECTORS AT 30 SEPTEMBER 2021

28.5% | 28.5%

*25’52310 Septermber ;’8% 15 Navember 55%0 Sentember ??‘s)l] 15 Nevernher ) 5-7 Years 28.5%
Male 2 78%  64% Ethnic 0 90% C 83% ' 3-5 Years 43%
PR ~ =20 majarity
Female 0 22% 2 36% background O 0-3 Years 28.5%
Ethnic O 10% O 17%
minority
background

INDUCTION PROGRAMME FOR CFO

Following his appointment in May 2021, Lukas held virtual or physical meetings with all 13 of our cluster operations as well
as online town hall sessions with around 675 members of our finance teams around the world.

In addition to meeting with employees, Lukas has also met with shareholders, ratings agencies, our auditers and

remmuneration advisers.

Factory and leaf suppiler visits will also be scheduled as worldwide travel restrictions continue to ease These will be held
in tancem with our Chief Supply Chain Officer, Javier Huerta.

COMPOSITION AND ROLES

During the financial year, the Board was composed as follows'

Chair
+ Therese Esperdy

+ Therése leads the Board and creates an environment that ensures there are strong

links between the Board, our stakeholders and maragement
On appointment, Thérése met the independence criteria of the Code. There have
been no significant changes to her externzal commmutments dunng the year.

Chief Executive Officer
» Stefan Bomhard

+ Supported by the CFO and ELT, Stefan has day-to-day management responsibility

for the Group, and the development of 1ts strategy

+ Stefan and the CFO actively promote the Group's high standards of conduct and

behaviour, which underpir: our reputation and support our renewed strategy.

Chief Financial Officer
+ Lukas Paravicini (from 19 May 2021)
- Olwver Tant (untl 18 May 2021)

- Lukas supports Stefan in developing our strategy and cverseeing the operations

and development of the entire Group, 1n addition to specific responsibility for the
Group'’s Finance function.

Senior Independent Director
- Sue Clark

 Sue is regponsible for agsisting the Chair with effective sharehoelder communication

and is avallable to sharehelders should they have any concems which have not
been resolved through the normal channels or if these channels are not appropriate

She 1s available should our NEDs have any concerns which are not appropriate to
raise with the Chair or which have not been satisfactonly resolved by the Chair.
Sue aiso acts as a sounding board for the Chair and carres out the Chair's
performance evaluation.

Independent Non-Executive Directors -

+ Alan Johnscn (from 1 Jancary 2021)

+ Bob Kunze-Concewitz (fror
1 November 2020)

» Simon Langelier

+ Pierre-Jean Sivignon (from
1 July 2020 until 4 June 2021)

+ Steven Stanbrook

+ Jon Stanton

+ Ngozi Edozien and Diane de
Saint Victor will join the Board
on 15 November 2021

The NEDs evaluate information provided and challenge constructively
management's viewpoints, assumptions and performance. They bring to the
Board a diverse skill set and range of business, financial and global expertise
which complements and supplements the experience of the Executive Directors.
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GOVERNANCE AUDIT AND INTERNAL CONTROL

AUDIT COMMITTEE

Image Members'

! removed Jon Stanton (Chair) Alan Johnson

i[ Sue Clark Simon Langelier
Other regular attendees Dhrector of Assurance
Board Chair and Rigk?
Chief Financizl Officer Director of Tax
Company Secretary Deputy Company Secretary
Deputy Chief Financial Officer Representatives from EY, our

JON STANTON Group Financial Controller external auditors®

CHAIR OF THE AUDIT COMMITTEE

Focus in 2021

» QOversight and strengthening of internal control and assurance duning the COVID-19 panderric and a period of
significant change for the Group
Supporting the Board in its evaluation of risk, risk appetite and ongoing risk management.
Evaluating the outcome of the strategic review on critical judgements, estimates and disclosures, 1n particular on
ac)usted performance measures and NGP asset carrying values.
Review and challenge of interim and annual financial reporting, including approprate reporting and presenrtation
of the financial impacts of COVID-18.
Ensuring reporting and disclosures are fair, balanced and understandatle throughout the period of change for the
Group
Review cf tax strategy to reflect its application to both UK and international taxes and reviewing the
reasonableness of provisions and disclosure on material uncertain tax positions

+ Ensumnng transparency of reporting around risk disclosures, edjusting items and performance value drivers.
Overseeing the embedding of EY as external auditor following completion of first year as auditor in FY20.

Looking ahead to 2022

Overaight of the continuous improvement agenda of risk management, internal control and assurance taking into
account the outcome of the BEIS proposals

+ Supporting the development of the finance agenda being led by our new CFO to enhance capabilities, priontise
controls and governance and suppert the broader culture change heing led by our CEC

+ Rewviewing and challenging critical judgements, estimates and disclosures, including adjusted performance
measures, particularly as they relate to the ongoing execution of our new strategy, the continuing impact of COVID
and an urcertain macro environment,
Ensuring reporting and disclosures are fair, balanced and understandable throughout the period of change for the
Group and adequately reflect developments in our ESG commitments and FRC disclosure guidelines.
Implementing recommendations from the review of the Board and Commuttee effectiveness conducted in FY21 as
they relate to the performance of the Audit Committee
Oversight of the external auditers and implementation of ongoing enhancements to derive value from the external
audit whilst also enhancing audit quality.

P

All rmermbe:s are 1ndependent Non-Executive Directors.

. Jon Stanton meets the Code s requirement of having recent and relevant financial expenence The Aud:t Committee and Board are satisfied that he, and the
Audit Comemitiee as a whale, have tha approariate competence relevant to the sector in which the Comzany nperates,

. Ateach meeting, beth the Mirector of 4ssurance and Risk and EY have the opportunuty to meet with the A dit Committer withoa! management present,

Other Directors are 1wited to attend each meeting
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GOVERNANCE AUDIT AND INTERNAL CONTROL - CONTINUED

DEAR SHAREHOLDER

[ am pleased to present the report to
shareholders of the Audit Committee
for the year ended 30 September 2021,
which sets out how it has discharged
its duties in accordance with the Code
and details the key matters considered
and findings during the year The
Cormimittee has exercised the authonty
delegated to it by the Board to provide
assurance for the integrity of financial
statements, to oversee the Group's
external and internal audit and to
review the Group's internal control
and compliance frameworks.

The year has been another of
significant change at Impenal Brands
PLC. In 2021 against a backdrop of

the COVID-19 pandermig, we saw the
smocth succession of Lukas Paravicini
to the CFO role, mitial implementation
of the renewed strategy and the
completion of the disposal of the
Prermium Cigar business.

Asg a result, the Commuttee has closely
scratinised a number of areas when
assessing critical 'udgements and
estimates made by management
andn ensuring sugport for a robust
financial close and that the financial
statermnents are fair, balanced and
understandable. These included:

Ongoing evaluation of the
appropriateness of NGP tangible
and intangible asset values in
Light of the broader strategic review
and a reduction in estimates for
the category.

» The challenge and review of
management's judgements
supporting the going concern
and viability statements, including
stress testing additional scenanos
for material uncertainties For
example, a permanent reduction
in profitability and cash flow, the
impact of the renewed strategy
and the possible effects of
climate change. The unwinding
of the previously identified rnsks
assoclated with Brexit but the
increased uncertainty related to
the ongeing COVID-19 pandemic
were also considered

Reviewing the effectiveness of the
Group's internal control framework
and its nisk management processes
utilised to mitigate key risk areas
of the business. These reviews
included receiving and reviewing
rick management presentations
from a nurnber of the Group's key
functions including the Division
Finance Director Europe and the
Finance Director Manufacturing
and Supply Chamn.

Ongoing scrutiny and review of
provigions for uncertain tax positions
linked to tax audits reflecting the
Group's multi-junsdictional nature
and an evolving tax regulatory
framework and the approval of

the Group's tax strategy.

As a Comrnittee, we continue to focus
on ensuring the Annual Report is fair,
balanced and understandable, with
an emphasis an transparency of
underlying performance drivers

and confirrming that adjusting items
are in accordance with the agreed
framework and that disclosures are
enhanced where necessary to help
users understand the accounts This
included ensunng that an appropriate
balance within bath the Hzalf-Year
Report and the Arnual Report of
reported and adjusted resuits

was presented.

Reviewing the effectiveness
of EY’s first external audit of
the Group

The transition of the external

audit to EY completed smoothly.

In February 2021 we reviewed EY's
perfoermance, which indicated a high
level of auditor effectiveness across

the Group Further details of the quality

review process are set out on: page 118
The role of external auditor remains
urder considerable regulatory
scrutiny, a recent exarnple being the
2021 BEIS proposals for audit reform.
As a Committee we are kept updated
on progress and consuitations such
that these are reflected in the scope
of our agenda We have continued to
review the impact of the Audit and
Half-Year Review heirg canducted
rerrotely due to COVID-19 to ensure
there had heen no adverse impact on
their quality.
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Both external and internal auditors
continue to present feedhack on

key financial controls and nisks and
provide objective and appropriate
challenge to management in
addressing these areas. Both auditors
took advantage of regular private
meetings with myself and the full
Audit Commuttee throughout the year.
These processes continue to enable
the Audit Commitiee to report to

the Board on how it discharged

its responsibilities and to make
recormmendations to the Board,

all of which were accepted.

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 all key matters
considered by the Audit Committee
set out on pages 113 to 116.

FINANCIAL EXPERT ON THE
AUDIT COMMITTEE

For the purposes of the Code, the Board
has designated me as the financial expert
on the Audit Committee, in view of my
being a Chartered Accountant ard my
previous experience as Chief Financial
Officer at Wewr Croup PLC between
2010 and 2016,

))1"7%%““?%

L

JON STANTON

CHAIR OF THE AUDIT COMMITTEE



MAIN OBJECTIVE

The main chjective of the Audit
Committee is to agsist the Board

in fulfilling its corporate governance
respensibilities relating to financial
and narrative reporting and controls.
This includes oversight of the
Group's interna. cantrol systems, risk
management process and framework,
Speaking Up arrangements (see
pages 61 to 62) and the internal

and external audit processes. As

the Group's risk profile continues to
evolve, the Audit Commuttee adjusts
1ts scrutiny of relevant risk areas

and key Judgements, including

going concern, viability, working
capital valuations and the valuaticn
of intangible assets This oversight
also involves ensuring the mtegrity of
the Group's financial statements and
related annourcements. Dunng the
year the Audit Commuttee achieved
this by:

maintaining appropriate oversight
over the werk and effectiveness

of the Internal Audit department,
including confirming 1t 1s
apprepriately resourced, reviewing
its audit findings and monitoring
management's respanses;

+ monitoring and evaluating the

effectiveness of Impenal’s risk
management and internal contrel
systems, including obtaining
assurance that controls are
operating effectively and are
evidenced as such through,

for example, the internai self-
certification exercise and
subsequent internal audit testing;

scrutinising the independence,

approach, objectivity, effectiveness,

compliance and remuneration of
the external auditor,

assessing the going concern
status and medium-term viabihty
of the Group;

+ assisting the Board in confirming
that, taken: as a whole, the
Annual Report is fair, balanced
and understandable, and prevides
the information necessary for
sharehclders to assess the
Company’s performance,
business model and strategy
{see page 116), and
reviewing and challenging the
critical management judgements
and estimates which underpin the
finarcial statements, drawing on
the views of the external auditor in
makirg an informed assessment,
particdlarly in relation to each
of the key matters detailled cn
pages 113 to 116,

The Audit Committee's

= terms of reference are
available on our website
www.imperialbrandsplec.com.

KEY MATTERS CONSIDERED

The Audit Comrmmittes considered the apprapriateness of the following areas of significant judgement, complexity or estimation
1n connection with the financial staterments, as set out below:

Focus area

W-y this area 15 sigrificant

Heaw we as an Audit Committee addressed this area

Use of adjusted
measures

arnual and long-

term incentives for
remuneration, and

are widely used by our
investors There 1s arisk
that their inappropriate

use could distort
the performance
of the business.

Non-GAAP or adjusted
measures provide an
appropriate and useful
assessment of business
performance and reflect
the way the business is
managed. They are also
used in determining

As reported last year, the Board made a commitment to revisit the
continued treatment of restructuring as an adjusting itern ance the
COP Il programme fimushed on its anticipated date in 2020, Against

a backdrop of the COVID-19 pandemnic this impacted the ability of the
Group to conclude 1ts 2020 COP [I programme as planned.

In Jaruary 2021 an announcement was made relating to a Group
strategic review which initiated a further restructuring programme.
The Audit Committee cansidered and accepted management's
recommendation that restructuring costs associated with this strategic
review will continue to be incurred by the Group post FY21 and are
expected to conclude in FY23.

The Audit Committee reviewed these events alongside the continued
guidance from ESMA and previous correspondence with the FRC
regarding the treatment of restructuring and agreed that it was
appropriate that the implementation of the renewed strategy be treated
as a major project restructuring and as an adjusting item until the end
of FY22. It ais0 agreed that the Group’s Adjusted Performance Measures
framework, used for presenting and disclosing the Group results for
Y240, should remain unchanged for Y21 and should continue to apply
during FY22, noting that in FY22 only charges relating to the Group
strategic review would be eligible for restructuring treatment as an
adjusting item.

The Audit Commuttee has reviewed the use of alternative
performance measures (APMs) in the year including the policies in
relation to determining APMs and seeking to understand the nature
and amount of all adjusting itemns. Furthermeore, for the year ahead,
the Audit Cormnrmittee will review and approve any changes to APM's
proposed by maragement versus those used currently.
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GOVERNANCE AUDIT AND INTERNAL CONTROL - CONTINUED

Fotus area

Wy this ares is signficant

How we as an Audit Committee addressed this area

NGP intangible
asset carrying
values

The Group capitalises
certain costs in relation
to intellectual property
created in support of NGP
technology advancements
The ability to continue

to hold these balances

as assets 1s dependent

on continued plans

for the technology

to be commercialised
and del:ver sufficient
cash flows to cover
carrying value.

Following the strategic review, an impairment review of NGP intangible
assets was conducted on a project-by-project basis to agsess the likely
commercialisation of the intellectual property within each project and
the anticipated cash flows associated with those assets as a basis for
assessing the appropriateness of carrying values

A further review of the remaining NGP intangibie assets was conducted
following the arrival of the new Chief Consumer Officer and Chief
Firancial Officer.

The Audit Committee has considered these reviews and a detailed

list of NGP intellectual property held by the Group and has assessed
management'’s judgement as to whether these asset valuations remain
reascnable. The Audit Comrmittee has also reviewed and agreed those
assets impaired or deemed at nsk of impairment. The Audit Commuttee
has received feedback from the external auditor as to the level

of rigour and robustness of rnanagement's view and the leve] of
impairment required.

NGP inventory
provisicning

There hasbeen a

risk that the carrying
value of NGP inventory
was overstated as

the category evclved
and apphcable,
relevant regulatory
frameworks changed

The Audit Committee reviewed management's revised judgements
on inventory valuations reflecting the transitionat phase of the NGP
category post the strategic review.

These judgements mcluded additional write-down of slow moving
devices and e-vape pods due to a change in shelf-life guidance,
withdrawal from certain markets and cancelled launches in

other markets.

The Audit Committee considered details of the strategic review,
management's provisicning calculations and the opinion. of the
external auditor in forming its view that the level of provisioning
for NGP inventory is sufficient,

The sale of the
Premium Cigar
Division

The sale of the Premium
Cigar Division completed
on 29 Octaber 2020.

Thiz was a signihcant
transaction for the
Group with a high

degree of complexity
from a financial
reporting perspective,

The ongoing disposal of the Premium Cigar Division led to the continued
reclassification of certain assets of the business under the categones
“current assets / current liabilities held for disposal” which were
previously disclosed in the Group's 2020 financial statements. The
completion of the disposal resulted in an impairmer:t of goodwill and
intangibles in relation to the Premium Cigar Divigion, with the net assets
being written down to the amount of the expected sales proceeds.

On completion of the disposal a reversal of foreign exchange movements
was taken through reserves from the time the ornginal acquisition of

the Premium Cigar Division took place, recogn:sing those historic

gains within the profit and loss account.

The Audit Comrmittee has reviewed the profit recorded on completion of
the disposal, including the arnount of foreign exchange gains recycled
trom reserves, and is satisfied that any assoclated judgements are
reasonable and accurately reflected ir the accounts, 2 position supported
by the external auditor.

In addition, the Committee reviewed the mechanism for szle proceeds
being received which included elements of deferred consideration and
was satisfied that these were fully recoverable given a review of both
the short-term tenure and the level of security attached to it. Any
deferred consideration amounts were disclosed as such in the 2621
financial statements
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Focus area

Why this area s significans

How we as an Audit Committes addressed this area

Goodwill and
intangible asset
impairment
reviews
Seenote 12ta

the financial
staterments

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

The Audit Committee has reviewed cash forecasts for the
Cash Generating Unit Groupings (CGUGs) that are used to
support the Group's goodwill and intangible assets balances
Within this review the potential impacts of climate change
were considered Following these reviews it was concluded
that there 1s significant headroom from the discounted cash
flows for each CGUG above the valuation of the goodwill
allocated to it

The Audit Committee also considered detailed reporting
from, and held discussicns with, the external auditor. The
Audit Commuttee concluded that there was no requirernent
to impair goodwill and intangibles outside of those NGP
assets previously identified, and that the disclosure of
sensitivities was appropriate and on this basis approved
the note disclosure in the financial statements,

Taxation

See notes 8and 23
¢ the financial
statements

for further
information

The Croup1s subject to taxation 1n a
number of internaticonal jurisdictions,
requiring significant management
Judgement inrelation to effective

tax rates, tax compliance and the
reasonableness of tax provisions
which could materially affect the
Grouy's reported results,

The Group is subject to periadic
challenges by local tax authorities

on a range of matters and there are
uncertaln tax positions in relation to
three principel matters: transfer pricing
audits in Germany, France and the UK;
a French Tax Authenty challenge in
respect of anintra-Group disposal,

and the EU Commission’s challenge

of the UK Controlled Foreign Company
(CFC) regume.

The Audit Committee received a detailed update from
management at each Committee meeting on the status of
ongoing enquiries and tax audits with local authonties; the
Group's effective tax rate for the carrent year, and the level
of provision for knowr and potential liabilities including
the third party counsel received 1n developing estimates. In
addition, the Audit Cornmittee discussed material positions
with the external auditor in support of developing an
indeperdent perspective on the positions presented.

The Cornmittee continued to recelve specific progress
renorts on UK CFC, French tax lifigation and the status of
the transfer pric:ng audits and 1n light of these considered
the reascnableness of provisions and reporting disclosures.

The Committee continued to consider the appropriateness
of iterns treated as adjusting and concluded that the 1tems
satisfied adjusting item cxiteria on the basis of materiality
and nature.

The Audit Comrmittee reviewed the status of each rnaterial
tax judgement, including a range of possihle outcomes,
noted that independent third-party support had been
obtained for each judgement and agreed that the level

of tax provisions and d:sclesures was appropriate,

UK tax law requires the Croup to re-publish its annual Tax
Strategy in relation to UK tax on its website. In May 2021 the
Tax Strategy was updated to reflect the strategy applying to
both UK and international taxes. The Committee reviewed
the Group's Tax Strategy, noting there were no significant
changes to the content apart {rorn the above mentioned
broadening of scope.

Litigation
matters and
competition
investigations

The Group 1s exposed to litigation
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 litigation 1n the US only. One
clamm ansing from specific US legislation
{Helms-Burton) 1s ongoing, one element
of the US State Settlement agreements
remains unresolved, and the Group faces
one ESG-related claim, see contingent
habiities pages 212 10 217. The Group is
111 the process of appealing two Decisions
by national Compelition Authorities in
the EU and 15 responding to an ongeing
process in another EU junsdiction.

The Audit Comrnittee considered reports from the Group's
external lawyers which confirmed that the Group confinues
to have meritorious defences to a number of actual

and threatened legal proceedings. The Audit Comunittee
concluded that nisks in respect of the material litigation
matters listed above and otherwige covered In this report,
along with any competitior: authority proceedings, were
appropriately disclosed ar provided for in the Group's Annual
Report and Accounts
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Focus area

Why thrs area 15 significant

How we as an Audit Committee addressed this area

Going concern
and viability
statement

The COVID-19 pandemic
continued to have a
material impact on

the global economy.

In the context of

this global economic
Jncertamty, and the
Group's revised strategy,
the Directors are reqiired
to consider whether 1t is
approgriate to prepare the
finarcial staternents on a
going concern basis and
explain how they have
assessed the prospects
of the Company over a
longer period

Management performed a comprehensive series of stress tests to
contirm that the going concern basis and viahility statement remain
appropriate, These tests are described 1n the going concern statement
on page 92. The tests invalved the stress testing of the resihence of the
Group to certain changes in trading conditions that may come shout as a
result of the COVID-18 pandemuc, as well as realisation of other key risks,
including climate change.

The Audit Committee reviewed these tests on operating cash flows,

the experiences through the first year of the pandemic, the ongoing
rezilience of demand and supply and disposal proceeds from the sale

of the Premium Cigar business. In addition, the Commmittee noted the
Group's ahility to raise euro 1 billion backed senior unsecured notes,
offered by Imperial Brands Finance Netherlands B.V. and unconditionally
and irrevocably quaranteed by Impenal Brands PLC.

Together, these points allowed the Audit Committee to form an opinian
as to the ability of the Group to remain a going concern from the date of
th1s Repart through to 31 March 2023 and make its recommendation to

the Board

In eddition, the Audit Committee also reviewed management's view

of the Group's ability to remain viable, for the agreed three-vear period,
followng the forecast realisation of a number of key nisks, including the
possible impacts of climate change, and concluded that it is appropriate
to sign off the Group's viability statement.

Revenue
recognition

There 15 a nisk that
revenue could be
overstated through the
inclusion of sales which
are not in cormpliance
with the Group's

revenue recognit.on policy.
Additionally, the COVID-19
pandemic continues to
irnpact the credit risk
profile of a nurnber of

the Group's customers,
Increasing the risk that
trade debtor balarces may
be overstated through
customer default.

Discussions were held with management and the external auditor
which satisfied the Audit Committee that the Group's cniteria for revenue
recognition continued to be appropriate and that the central monitoring
of trade weight at period ends ensured any material breaches to the
Group's revenue recognition policy would be both detected and reported
to the Committee and where applicable, disclosed externally. No
breaches were found during the year

The Audit Committee continued to monitor the impact the COVID-19
pandernic had on certain categorles of customer, maragement’s

process for monitoring cred:t risk and ensunng the Group could react
and respond appropriately.

The Audit Cornmittee is satisfied that the level of trade debt has been
appropriately valued and that any potential bad debt has been adequately
provided for.

Fair, halanced and
understandahle

The Board is required

to state that the Group's
external reporting is

fair, balanced and
understandable The Audit
Committee 1s reguested by
the Board to provide advice
to support the assertion

The Audit Committee received a report from management sumrmarising
the pracesses that had been undertaker 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 document review by the
Disclosure Committee; (ii} engagement of a cross-functional group of
internal and external subject matter experts and content owners in

the preparaticn and review of materials, including the ELT, Group
Corporate Commumnications, Group Finance, Internal Audit, Group Legal,
Investar Relations and Company Secretariat; (iit) :nput and advice from
appropnate external advigers, including the Company's brokers and
external audit challenge and scrutiny, (iv) regular research to 1dentify
emerging practice and guidance from relevant regulatory bodies; and
{v) reqular meetings involving the key contnbutors 1o the document,
dunng which specific consideration was given to the fair, balanced and
understandable assertion.

After consideration of the Annual Report against these criteria the
Audit Committee recommended to the Board, which accepted the
recormmendation that, taken as a whole, the Annual Report 1s fair,
balanced ard understandable and provides the information necessary
for shareholders to assess the Company's position and performance,
business model and strategy.
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GOVERNANCE, RISK
MANAGEMENT AND
INTERNAL CONTROL

Assessing and managing the risks
faced by the Group is fundamental

to achieving our strategic objectives,
safequarding our shareholders’
interests and protecting the

Group from reputational or legal
challenges. This is reflected in our

risk management framework, which
ensures significant risks are identified,
managed and monitored.

In accordance with the Code, the
Board has overall respensibility

for setting the Group's risk appetite,
with accountability for maintaining
effective risk management and
internal control systems then being
delegated to the Audit Committee.

The Group's nsk management approach
18 described in the Principal Rigks and
Uncertainties section on pages 80 to
93 and is designed tc manage, rather
than eliminate, the significant risks
the Group may face Conseguently,

our internal controls can only

provide reasonakle, and not absolute,
assurance over odr principal nsks

During the year the Board
cons:dered the Group's bottom-up
risk assessment which included
consideration of ernerging risks
identified as: failure to successfully
manage regulatory change, failure to
effectively manage tax positicns, and
reporting and product supply.

Monitoring the effectiveness
of risk management

The Audit Committee 1s
responsible for approving the nsk
management approach on behalf
of the Board, and far aversight of 175
ongeing etfectiveness.

The Board and Audit Committee
received regular updates throughout
the year on the continued development
of our risk management and internal
control systems as well as o the results
of rnisk assessments ard internal
contrel effectiveness assessments.

The Audit Committee hasheen
informed of, and looked at, all
significant whistleblowing reports
and reported frauds in the year, and

is comfortable that none of these gave
rise to evidence that there have been
uslances of non-compliance with
relevant laws and regqulations

Throughout the course of the financial
year, the Audit Committee has invited
first line functions to present on

their respective risk management
approaches to the risks overseen

This direct dialogue with the Audit
Committee provides further assurance
to the Audit Committee regarding the
effective management of significant
risks to the Group.

Reporting provided to the Audit
Cormmittee enables the review and
monitoring of the effectiveness of our
risk management and internal control
systems The Audit Committee has
considered and confirmed to the Board
that this is m accordance with the
recommendations of the Code and that
such systems were in place throughout
the year and up to the date of the
approval of the financial staternents.

INTERNAL AUDIT

Irternal Audit {1A) is responsible for
providing independent and objective
assurance con the adequacy and
effectiveness of the nsk management
and internal controls framework.

The Audit Committee reviewed the

1A plan for the year and agreed the
budget and resourcing requirements.
The Audit Committee reviewed reports
from 1A at each Audit Comrnittee
meeting to memitor the effectiveness of
the control framework and considered
the effectiveness and results of the
audits undertaken by [A and monitored
management Tesponses to the audit
matters raised. The Audit Committee
also met independently with the
Director of Assurance and Risk to
discuss additional msights.

During the year [A performed a
nsk-based audit programme aligned

to the Group's strategic priorities,
resulting in relevant recommendations
and insights to further strengthen the
Group's control framework. All audit
work was conducted remotely.

The Audit Committee reviewed the
effectiveness of [A primarily through
internal surveys and KPi reporting.

The Audit Committee has reviewead the
Fv22 14 plan, including its scope and
extent, and confirrned appropriate
resources exist to deliver the plan.

EXTERNAL AUDIT

The Audit Cornmitiee i1s responsible for
oversight of EY as the Group's external
auditor, agreeing its audit strategy and
related work plan, as well as approving
1ts fees. At the Committee’s February
2021 meeting, EY set qut its external
audit plan for the year, which built

on 1ts experience from its first audit,
EY's continued focus on audit qualty
and the feedback 1t received

from management, the Board and

the Commuttee. EY provided the
Committee with an overview of

1ts evolving audit strategy, tailored

to the Group, including its audit risk
assessment, Group audit materiality
and scope, and the key areas of 1ts
proposed audit epproach

The successful transition of auditor,
including consideration of its feedback
from its first full year audit, including
1ts management letter, and haif-year
review, was a key area of focus for the
Committee. EY also provided feedback
to relevant Group and local managernent
in a nuriber of debrief sessions.

The Audit Engagement Letter detailing
the prowvision of statutory audit and
half-year review services was both
considered and approved

The Committee has had regular
private meetings with EY and is
satisfied that it has been given full
access and complete transparency
by management throughout the year.
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GOVERNANCE AUDIT AND INTERNAL CONTROL - CONTINUED

Independence of our
external auditors

As part of the continual requirermnent
to ensure the independence and
objectivity of EY as our external
auditor, the Audit Cornmittee
maintains and regularly reviews our
Auditor Independence Policy. This
policy provides clear definitions of
services that the external auditors may
and may not provide as determined
by the FRC's Revised Ethical Standard
published 1n December 2019, a copy

of which can be found on our website,

Cur Auditor Independernce Policy
requires tnat the Group Audit Partner
rotates after a maximum of five
years {seven years for subsidiary
companies). Andrew Walton,

gur signing audit partner, has

just completed his second year.

The policy states that EY may only
provide non-audit services where
those services do not conflict with
its independence. 1t also establiches
a formal authorisation process,
including the tendering for
individual non-audit services
expected to generate fees m excess
of a specified threshold, and pnor
approval by the Audit Committee

for allowable nan-audit work that EY
may perform. To improve governance
and oversight, during the year the
Committee reviewed this threshold
and reduced it from £500,000

to £100,000. Guidelines for the
recruitment of employees or

former employees of EY, and for tne
recruitment of our employees by EY,
are contained in the policy

During the year EY undertook himited
nen-audit work all of which was
assurance or attestation related

This non-audit work was awarded to
EY due to its prior knowledge of the
Group and 1t being deemed best placed
to provide effectively the services
required. In the current year, non-audit
fees were 5 per cent (2020 3 per cent)
of total audit fees (see note 4}, EY

did not undertake any advisory or
consultancy work Following the
auditer independence reviews

during the year, the Audit Committee
concluded that the level of non-audit

fees is appropriate in the light of

the above activities and the Audrt
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 this policy,
during the year the Audit Cornmittee
carried out two auditor independence
reviews, Including consideration of the
remuneration recerved by EY for audit
gervices, audit-related services and
non-audit work. The Audit Committee
also considered reports by both
management and EY, which did not
raise any concerns in respect of EY's
independence, and conflirmed that

EY maintains appropriate internal
safequards to ensure its independence
and cbjectivity. The outcome of these
reviews was that performance of the
relevant non-audit work by EY was

in comphiance with the policy and

was the moest cost-effective way of
corducting our business. No conflicts
of interest were found to exist between
such audit and non-audit work. The
Audit Committee therefore confirmed
that the Company and Group continue
to receive an independent audlit service.

Audit quality

The Board and Audit Committee place
great importance on ensuring that

the Group receives a high-standard
and effective external audit. The key
tool 1n assessing the performance

of cur external auditor is an audit
effectiveness questionnaire. The
guestionnaire covers the audit

scope, planning, quahty and delivery,
challenge and cormnmunication, and
independence, and 1s completed by
members of the Audit Committee,
Logista’s Audit Committee, seniar
managers and finance executives from
across the Group. Responses indicated
that, in its first year, there wasa
perception that EY had delivered a
high-quality and effective audit, with
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no pervasive Group-wide concerns
identified Based on its consideration
of the responses, together with

its own cngoing assessment, for
examnple through the quality of EY's
reports to the Audit Committee and
its 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 Quality review team did not
select our FY20 accounts for review.
The Committee also noted that the
FRC rated the majority of audits
carred out by EY as either good or
requirning oniy limited improvements.

Audit tender

The external audit was last tendered in
2019, with EY being awarded *he audit
in February 2019 with a 1 October 2019
start date. The next time the audit will
be tendered will likely be 1n 2029, as
required by regulation The Committee
continues to review the ndependence
and the quality of the external

audit to assess 1f a tender should

be undertaken 1n advance of the
regulatory requirement.

The Audit Committee recommended to
the Board that EY should be reappointed
as external auditor at the next AGM.

Audit fees

In the current year audit fees were
£7 5 mallion {(2020: £7.0 million)
(see note 4).



Statement of auditors’
responsibilities

EY is responsible for forming an
ndependent opinion on the financial
statements of the Group as a whole
and on the financial statements of
Imperial Brands PLC as presented
by the Directors. In additior, it also
reports on other elerments of the
Annual Report as required by
legislation or regulation and reports
its opinicn to members. Further
details of EY's opinions start an
page 148.

Auditors and 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, there
1s no relevant audit information
(thatis, information reeded by
EY in connection with preparing
1ts report) of which EY is
unaware; and

+ each has taken all the steps
that they cught to have teken
as a Director in order tc make
themselves aware of any relevant
audit information and to establish
EY 15 aware of that informatior

‘@j
JON STANTON
CHAIR OF THE AUDIT COMMITTEE

WWW.IMPERIALBRANDSPLC.COM
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GOVERNANCE REMUNERATION REPORT

ANNUAL STATEMENT FROM
REMUNERATION COMMITTEE CHAIR

DEAR SHAREHOLDER
| The last year has been challenging
Image for businesses across the world.
removed The pandemic has continued to
disrupt customer and consurner

behaviours and imposed very real
stresses on supply chains arcund
the glabe. The new senior leadership
team, led by Stefan, has responded
with tenacity, speed and agility to
deiiver & solid financial performarnce
while launching a new purpose and
strategy to transform the business
SUE CLARK and unlock value.

CHAIR OF THE REMUNERATION COMMITTEE
As discussed throughout the Annual

Report and Accounts, shortly after
Stefan joined as Chief Executive
MEMBERSHIP AND MEETING ATTENDANCE Officer (CEC) last sumnmer, he began a
Members 22020 0202200 WO5/2021 09092021 comprehensive strategic review of the
Sue Clark (Chair) v v v v Group and unveiled the new business
Thérese Esperdy strateqy at our Capital Markets Day in
Bob Kunze-Concewitz January 2021. The aim 13 to transform
the business over the next five years
with consumers at the centre of
everything we da.

Steven Stanbrook
Jon Stanton

KEY SECTIONS OF THIS REPORT ARE AS FOLLOWS:

NENTN S
NEN NS
ol w
e

The Remuneration Committee

Page
Annual Staternent 1290 {the Cornmittee) took ti‘me to consicer
Remuneration a: a glance 124 the new strategy to satlsfy oursglves
Directors' Kemuneration Policy (summary) 125 that j[he new Remuneratl_on POIJCY,
Pay arrangements for FY22 128 provides .the rlgljt incentives to drive
Annual Report on Remuneraticn 129 outstgndmg ddwery against the
Remuneration sarned for FYZ21 129 key pillars.
Determination of 2021 Annual Bonus 130 We also worked to support the
Executive share ownership and Directors' interests 133 new CEO in his efforts to attract the
Companson with emnployees' remuneration 134 best global tzlent to his new senior
CEO pay ratio 135 leadership team. He has assembled
Remuneration Committee membership and cuties 137 an outstanding group which blends
consumer expertise with deep

Focus in 2021 tobacco knowledge.
+ Approval of the Directors’ 3eamuneraticn Policy. During the year the Committee also
« Understanding and responding to mvestors' concerns ahout the focused on securing support for, and

new CEQ's pay. implementing, the new remuneration

policy, both listening and responding

- Ensurning remuneration supports the implementation of the ; -
to our investors’ concerns.

Cornpany's revised strategy.

+ Aftracting the best global talent to the senior leadership team. The first year of our new five-year

strategy “Our Transformation to

Looking ahead to 2022 Unlock Value”
Further developing the link between ESG and remureration. Strengthening the leadership team
Reward strategy for the retention of key talent within has beeg a key pnority for Stef?DJ
the business 1n a competitive global market place. and during the year the capability ard

diversity of the Executive Leadership
Team have been significantly
enhanced. As a direct result of
Stefan's leadership and experience 1n
the consurner goods sector, Impenal
Brands has built a new senior

+ Reviewmng the Remuneration Consultants advising
the Comrmuttee,
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MEETINGS HELD IN FY21

In FY21, the Commuittee met on five occasions and the table below summarises the matters discussed

Novernber 2020

February 2021

[twn meetings) May 2021 September 2021

Review of Executive Directors' remuneration dashboards X

Approval of FY20 Annual Bonus out-turn including discussion

con using discretion to reduce formulalc achievement

Approval of 2018-2020 LTIP out-turn

Approval of FY21 Annual Bonus metrics and wetghtings

Approval of FY21 LTIP metrics and weightings

Approval of DRR

Rewview of CEC pay ratio

P R ) e

Approval of vesting of Share Matching Scheme and

Bonus Matching Plan for senior management and FY21 grant

B

Approval of operation of Discretionary Share Plan and Sharesave for FY21

S

Approval of share plan rules

Approval of FY21 LTIP targets

Approval of FY21 Annual Bonus ranges

=

Rewview of F¥Y21 bonus plan design for Glohal Grades 1-7

Approval of amendments to share plan rules

Best practice review of DRR

=

Update on shareholder engagement

=
>

Consideration of new CFO remuneration

Discussion on ESG measures and remunerat.on

Approval of shareholding policy for Executive Leadershiz Team

Update on corporate governance developmernts and market trends

Review of {orecasted Annual Bonus and LTIF cut-turns

e R

[hscussion on FY22 Annual Bonus plan and LTIP metrics

Approval of base salanes for Executive Leadership Team and Chant's fee

Review of the Committee's terms of reference

Bl Il I e

leadership team, attracting talent from
across the globe, with the appropriate
skills, expenience and expertise to
deliver an ambiticus transformation
plan. Blending the strong knowledge
and expertise of tobacco that exists
i1 the business with fresh ideas

from external recruits from outsice
tobacco has been partcularly
important for strengthening our
focus on the consumer, enhancing
our performance driven culture and
introducing simplified and more
efficient operations

The Board has been very impressed by
Stefan’s contribution over the course
of the year and the feedback from

our shareholders and other key
stakeholders has also been

extremely positive.

The pandemic continued to affect
aspects of the business in 2021 and cur
employees showed extreme dedication
and resilience, including enabling cur
supply chain to operate effectively,
thereby maintaining our supply to

customers and consumers. The
Cormmittee, together with the

Board, would like to thank ali of our
colleagues who have demonstrated
incredible cornmitrent threughout
another extracrdinary year. During
the year no employees were placed cn
furlough and the Group did not benefit
from eny Government aid.

Remuneration outcomes for FY21

Our results for the year reflect the
progress made to date against this
strategy, Organic adjusted aperating
profit at constant currency for the
year was £3,664m. Cash conversion
performance at 83 per cent has been
yery strong,

The 2021 annual bonus was based

on stretching financial measures
with 40 per cent based on operating
profit, 20 per cent on cash conversion
and 20 per cent on market share.
Strategic objectives formed the
remaining 20 per cent of the bonus.

Reflecting the strong performarice

of the business during the year, the
operating profit and cash conversion
measures targets were exceeded, while
the threshold for market share was
missed. Market share is measured
using externally-verified data and
stretching targets were set at the start
of the year. Aggregate market share

in our five key combustibie markets
has in recent yvears been declining

by double-digit basis peints annually
and reversing this long-term trend1s a
key focus for the new leadership team
In FY?2], priority market share dechine
was cut to just 2bps. However, this
performance, though encouraging and
a significant improvement, fell below
the annual bonus threshold.

The Executive Directors performed
well zgainst their strategic objectives
and, in aggregate, a bonus of between
561 and 64.1 per cent of maximum was
earned by each of them. Further detail
is shown on page 130.
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GOVERNANCE REMUNERATION REPORT - CONTINUED

The Comirnittee believes this cutcome
reflects fairly the performance of

the business during the year and

the strong base for growth Stefan has
created since joining the business last
year. After two consecutive years of
applying downward discrotion on the
outcome of the short-term incentive,
no discretion has been applied by the
Comrmittee this year.

The LTIP award due to vestin
February 2022 will vest in part
resulting in 1592 per cent of the

total award vesting. Neither of the
current Executive Directors was with
the Company when the LTIP award
was granted.

Understanding investors’
views - what we have done
since the 2021 Annual General
Meeting (AGM)

We are very grateful for the strong
support we received for the Directors'
Remuneration Policy (85.28 per cent)
at the 2021 AGM. However, the level
of support for the 2020 DRR was
disappointing. We engaged with
shareholders both before and after
the AGM and reflected on their views
regarding the salary level of the new
CEQ and the way it was disclosed in
the DRR, both of which impacted cn
the outcorne of the vote. Their input
has resulted 1t a number of actions
taken by the Committee:

+ Reduced on a cne-off bazis the CEO's
2021 long-term incentive award by
1G per cent lo 315 per cent of salary.

+ Identified opportunities in the DRR
to enhance the messaging and
transparency, such as an irmproved
Remuneration at a Glance section.

+ Disclosed our new CFC's
remuneration arrangements on the
announcement of his appointment
and invited investors to give us
their views.

Board changes

Lukas Paravicini joined the business
as Chief Financial Officer 1n May 2021,
He 1s an expenenced leader with
mpeccable finance credentials, with
expernence of driving transformational
change and a proven track record in
international consumer companies,
The detall of Lukas’ remuneration

- which 15 consistent with the
Remuneration Policy — was

disclosed on the announcement of his
appointment 1n February 2021 Lukas
receives an annual salary of £730,000
and a penston allowance aligned with
the levels nf TIK employees generally
of 14 per cent of salary. This compares
with his predecessor’s salary of
£750,000 and a pension allowarnce
supplementing his defined benefit
pension of 26 per cent of salary. Lukas'
salary will not be increased until, at the
earliest, ] January 2023. [n setting his
salary the Comrnittee looked at both
internal relativities and external
benchmarking data as reference
paints, It also considered the skills
and experience that Lukas brings
which are requured to fulfil the role

as we implement our new strategy in
an environment in the midst of great
change. Lukas'base salary is between
the median and the upper quartile of
the FTSE 50 and at the median of the
FTSE 30, and his target and maxirnum
total remuneration are at around the
median of the FTSE 50 and between
the lower quartile and median of the
FTSE 30. When [ wrote to our .argest
shareholders in May, | explained that
there were no LTIP arrangements to be
bought out, but Imperial Brands agreed
to compensate him for a guaranteed
benus he would have received from
his previous employer in the amount
of US$750,000 This payment will

be made in December 2021, subject

to continued service, and will be
disclosed in the single total figure
table 1n next year's Annual Report, [n
line with the Directors’ Remuneration
Policy, Lukas participated in. the
Annual Bonus Plan up to a maximum
of 200 per cent of salary {on a pro-rated
basis for 2027) and recerved an LTIP
award of shares worth up to 250

per cent cf salary,

[ 2020 we announced that Cliver
Tant would retire once a suitahle
successor was found. Following
Lukas’ appcintment and a short
period of handover, Oliver stepped
down from the Board on 18 May 2021
and duly retired on 4 August 2021
His retirement arrangements

were disclosed In our 2020 Annual
Report, made available on the website
and were in line with our Directors’
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Remuneration Policy in place at the
time, Oliver remained ellgible for a
time pro rated bonus for FY21, details
of which can he found on page 130.
He was not granted an LTIP award
InFY21, and any outstanding awards
will continue to vest on their normal
vesting dates, subject to their original
performance conditions. Awards will
be pro-rated to reflect the pericd of
service rendered. His outstanding
deferred bonus awards were released
on his retirernent and his FY21 bornus
will be paid i cash with no deferral,
in line with the previous Directors’
Remuneration Policy.

Implementation for FY22

The annual salary review is effective
from 1 October 2021. The salary
ncreases awarded to employees have
ranged from 2 per cent to 13.9 per cent
across the markets we operate in and
most increases have been in the range
of 2 per cent to 3.5 per cent. Inl setting
the salary for the CEQ, the Cornmittee
took Inte consideration the reed to
balance restraint with fair reward

for contribution, The Comimittee
decided to award a salary increase

of 2.5 per cent to Stefan, m the hight of
his strong contribution durnng the year
In taking this decision, the Committee
was mindful of the concerns that had
been raised by investors about the
level of his Joining salary, but also
wanted to signal its confidence 1n

a CEO who consistently exceeds
expectations ard has received

very positive feedback frorn all our
stakeholders including shareholders
and employees, His new salary is
£1,300,725. The increase places his
salary at the median of the FTSE 30
and at around the upper gquartile of the
FTSE 50. His maximum remuneration
against the FTSE 50 13 between the
median and the upper quartile. Against
the FTSE 30 his tofal maximum pay

is between the [ower quartile and

the median,

FY221s an important year of
investment as we continue to deliver
on our strategy and put in place the
foundations for future growth. The
Committee considered carefully the
annual bonus measures for 2022 and
concluded that the metrics will remain:
the same as those for FY21 organic



adjusted operating profit at constant
currency (40 per cent weighting), cash
conversion (20 per cent weighting),
market share growth (20 per cent
weighting) and individual/strategic
objectives {20 per cent weighting). The
tinancial targets will be aligned with
the guidance provided at our Capital
Markets Day.

The FY22 LTIP will be granted 1n
February 2022 and will retain the same
measures as the FY21 award  organic
adjusted EPS growth at constant
currency (40 per cent weighting),
adjusted net debt/EBITDA (20 per cent
weighting}, Return on Invested Capital
(20 per cent weighting) and relative
TSR (20 per cent weighting). The
targets are detailed on page 128.

Sustainability/ESG for the future

Our environmental, sccial and
governance (ESG) priorities reflect
18sues which are bath important
business challenges and potential
opportunities to make a positive
difference’ consumer health, chimate
and energy, farmer livelthcods and
welfare, hurnan rnights and waste,

During the coming year, the business
will complete a review of our overall
approach to ESG to ensure that this

is fully aligned with our new strateqy,
purpose and vision. Informed by

the outcornes of this review, the
Committee will introduce ESG
rmeasures into our incentive plans.

The Committee is rmndful of the need
to ensure that these measures both
have stretching targets which are
appropriate for Imperial Brands and
reflect the stage of the business on its
ESG journey. This will be a major focus
for the Committee in the coming year.

Consideration of colleagues’ views

The Cormmittee has been directly
involved in the Board's work during
the year on workforce engagement
which is described in detail on page
103 and has been led by Steven
Stanbreck who 1s the Workforce
Engagement Director. Qur new

"Meet the Board" sessions are

a valuabie way of having apen
conversations with colleagues about

a wide range of matters, which have
included the role of the Board in
decision-malkinrg, our strategy, ESG
agenda, our purpose, vision and culture
and divers:ty and inclusion. We have
also explored the topic of reward,
Qiving participanrts the opportunity to
learn ahout how the Committee aligns
executive reward with the wider
workforce and to understand their
views on reward at Impernal Brands.
We also spent time answering their
questions on a range of reward topics.
1 have been encouraged by the level of
engagement and interest shown by our
colleagues, and would like to thank
thern: far their valued contribution.

Conclusion

As Imperial Brands continues to
deliver on its five-year strategy and
to embed 1ts new purpose, vision and
behaviours, we strongly believe that
this bus:ness has great pctential. [n
the coming year, the Committee will
continue to support managermnent in
achieving thelr ambiticus objectives,
while listening closely to all our key
stakeholders and acting thoughtfully
on their evolving expectatians.
Should any shareholder wish

to contact e or my Committee
members, please in the first instance
write to John Downing, Company
Secretary at IR@impbrands.com.

We hope to nave your support at

the upcoming AGM.

LI

SUE CLARK
CHAIR OF THE REMUNERATION
COMMITTEE
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GOVERNANCE REMUNERATION REPORT - CONTINUED

REMUNERATION AT A GLANCE

OUR EXECUTIVE PAY PRINCIPLES

To attract and retain the very best global talent

+ Toreward executives well for maximusing shareholder
returns sustainably and delivering leng-term quality
growth that benefits all cur stakeholders

+ To motivate executives (o consistently perform to
the best of their ablity
To reinforce the hehavicurs that support our values
To align executive reward with the experience of cur
shareholders through encouraging share ownership
and an "ownership” mindset

To balance restramt with fair reward for contnbution,

in the way we reward executives as we do for the
wider workforce

OUR APPROACH TO REWARDING
EXECUTIVE DIRECTORS IN 2022

Measuring
performance

Our strategic priorities

Annual Bonus:

Organic ad;usted operating
profit growth at constant
aurrency [40%);

Cash conversion (20%)
Marzet share growth (20%)
Strategie/ndividial (20%;

LTIP:

Orgaric adjusted EPS growth
at constant currency (40%)
Adjusted net deht/

EBITEA (20%)

Return on Investad Zapital
ROICH20%)

Relative TSR [20%)

FOCUSING

.,,A.-rwmc

| A TARGETED
NGP BUSINESS

VALUE FROM
OUR BROADER
PORTFOLIO !

EXECUTIVE DIRECTORS’ VARIABLE REMUNERATION OUTCOMES FOR 2021

Qut-turn
as a % of
Maximum % maximum
of bonus/LTIP honus % of weighting achieved
Annual Organic adjusted operating profit growth at 1
\ 73.3%|
Bonus constant currency 40% 29.3% !
0,
Cash conversion 20% 16.8% ‘ 84.0 M
Market share growth 20% 0% 0%
‘ 0%
Strategue/indivicual - Stefan Bomhard 20% 18.0% ‘ 3 |
0,
Strategie/individaal — Lukas Faravicint 20% 12.0% m
Long-Term Organic adjusted EPS growth at constant
o . 0%
Incentive Plan' cwrency 40% 0%
Organic adjusted Tobacco Net Revene Growth I 29.6%
at constant currency 20% 15.9% t .
Organie adjusted NGP Net Ravenue Srowth at 0%
constant currency 20% 0%
Cfy
Relative TSR 20% 0% 0%
. Inrespect of Oliver Tant anly. No serving Cirecior has rzcelved an award under inis LTIE grant.
Stefan Lukas
TOTAL SINGLE FIGURE IN 2021 (£,000) St Lukas
Base salary 1,269 304
- I Benefits and pension 194 49
Stefan Bomhard  [43% L4790 0% Total fixed pay 1463 263
[~
Lukas Paravicini {50% —[50% Annual Bonus 1527 353
LTIP 331 o]
Cliver Tant \lﬂ% ‘AZ% W% ‘ Total remuneration 3,421 706
Taotal remuneration excluding buyout- 3,080 N/A
O Fixed pay O Annual Benus JLTIP

1 Buyoui reiates to recruitment award as detalied on pi3land s
shown as LTIPn the graph oppesite,
Z Reflects the CFO's remuneration, from hus date of joining.
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DIRECTORS” REMUNERATION POLICY
(SUMMARY)

There are no changes proposed to our Directors’ Remuneration Policy approved by shareholders at our AGM held on
3 February 2021, which is intended to be in place for three years, and a summary of which is set out below. It does not
replace ar override the full approved policy, which is available on our website within the 2020 Annual Report and Accounts.

Eferment Purpose Operatian Maximum gpportunity

Salary Attract and Reviewed, but not necessarily increased, annually by the Whilst there is no
retain high- Committee taking :mto account Company performance as well maximum salary
performing as each Executive Director's performance together with changes Of maximum
individuals, in role and responsibility. increase in salary,
reflecting the Committee
market value Salary increases, if any, are generally effactive from 1 October, would only set
ofthe role _and The Committee considers pay data for UK listed companies a salary which
the Exec?unv_e closest to the Company by FTSE ranking {and excluding those 1n exceeded the top
Dlrectlor sskills.  ype financial services sector). These comparators serve to define quartile of salaries
experience and ;a0 fleld” within which an individual's reward needs to be of the comparator
performance. positioned. In determining individual remuneration, the primary greupin

tactors taken into account are individual performance, the scale unforeseen

of the challenges intrinsie to that individual's role, changes in role, and exceptional
their ability and experience. The Commuittee also considers general  Cifeumstances.
increases for the wider workforce, with a focus on increases in the

country in which the Executive Directer 1s based.

Pension Provisicn Persion provision for Executive Directors 1s provided n hne with Executive Directors
of market other employees through the Imperial Tobacco Pension Fund inthe  receive a workforce
competitive UK {the Fund}. Executive Dhrectors are offerad membership of the aligned pension
pension aligned  defined contr:bution section. Executives have the option to recerve rate (currently 14
to workforce. a cash supplement in Leu of membership of the Fund, or in lieu of per cent of salary).

accrual on pensonable salary above the Fund's earnings cap, orin
lieu of future service accrual

The rules of the Fund detail the pension benefits which members
can recelve on retirement, death or leaving seivice.

The Committee may amernd the form of any Executive Director's
pension arrangements in response to changes in pensions
legislation or similar developments, so long as any amendment
does not mcrease the cost to the Company of an Executive Director's
pensich provision.

Benefits Competitive Benefits include provision of a company car (or cash allowance The level of benefit
benefits taking n hieu), health insurance, life insurance and income protection provision is fixed
into account insurance which are provided directly or through the Company’s although the
market valueof  pension scherme. Other benefits, including expatnate or relocation value may
role and benefits  arrangements, may also be provided on the basis that they are also vary depending
across the offered more widely across the Cornpany or are necessary in order on the cost of
workforce, to be competitive locally. providing such

) ‘ ‘ Provisions.
Reasonable business-related expenses will be retmbursed including
any consequential tax arising.
Annual Incentivise The annuel bonus will be subject to the relevant performance 200 per cent of
Bonus Plan delivery of rmeasures set by the Comrnittee usuatly at the start of each year base salary or

Group strategic
objectives

and enhance
performance,
including
agamnst the
indicators we
use to measure
our performance.

to reflect the Group's KPIs at that time. The measures mayhbe a
balance of financial and nen-financial, but with the expectation
that the mapority of the annual bonus will be subiect to quantifiable
financial measures.

such lower sum
as deterrmined by
the Comrmnittee.

WWW . IMPERIALBRANDSPLC.COM
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Element

Purpose

Operatian

Maximum appartunity

Annual
Bonus Plan
- continued

Performance below the threshold results in zero payment
Payments rise from zetro to 100 per cent of the maximum
opportunity for levels of performance between the thresheld
and maximum targets.

Half of atty Anuiial Bonus eamed is deferred into an award over
shares which vests after a minimum of three years, with the
other haif paid 1n cash. These awards are forfeitable 1f the
Executive Director resigns voluntarily or 1s dismissed for cause.

Dividend roll-up may apply to any element of an arnual bonus
deferred into an award over shares. Any such dividend roll-up
may he paid in additional shares {or, exceptionally, cash), and
may assume dividend reinvestment.

Malus and clawback provisions are i1 place. The deferred
shares are not subject to performance conditions.

long-Term
Incentive Plan

Incentivise
long-term Group
performance

in hine with the
Group's strategic
ohjectives,
including against
the indicators we
use 1o measure
our performance
and long-term
shareholder
returns.

Ahgn Executive
Directors’ interests
with those of

Awards have a performance perncd normally of three financial
years starting at the beginmng of the financial year in which
the award 1s made. Performance measures may include
financial, non-financial or value creation fe.g. TSR) conditions
as determined by the Cornrnittee normally before each grant

to align with the strategic aricrities of the business at that time.
In normal circumstances at least 70 per cent of the LTIP award
will be subject te financial and/or value creation measures.

Malus and clawback provisions are 1n place.

Executive Directors are ordinanly required to retain the
net-of-tax number of vested LTIP award shares for a period
of two years after vesting,

CEQ. 350 per cent

of base salary. Other
Executive Directors.
250 per cent of hase

salary or such lower
sumn as determined

by the Committee

LTIP awards

may include
additional shares
{or, exceptionally,
cash) equivalent
t0 the value of the
dividend roll-up,
and which may
assume dividend

sharehaolcers. reinvestrment.
All-employee Provision Executive Directors may participate in any all-employee In accordance with
arrangements of market- arrangements established and operated by the Company, the hmits applicable
competitive on the same basis as other Group employees. to the relevant
arrangements ‘ ‘ all-employee
aligned to The Company currenqy operates a savings-related opnon. arrangements.
workforce. plan for the benefit of its worldwide employees, and in which
Executive Directors are eligible to participate.
Shareholding  Align Executive Executive Directors are expected to build a holding in the No maximurn

guideline

Directors’ interests
with long-term
interests of
shareholders.

Company’s shares to a minimum value broadly equivalent

to 300 per cent of gross base salary over a five year period

from date of appointment in role. For Executive Directors

there is an additional requirement to hold shares after cessation
of employment. The requirement is to hold shares to the value
of the shareholding guideline {Le. 300 per cent of salary cr the
sxisting shareholding if lower at the time) for a period of ane
year, with the requirement reducing to half the shareholding
quidetine for the second year. Progress towards the shareholding
quideline is monitored on an annual basis and the Committee
will censider any necessary sanchons required for non-comgliance.

holding but
regquirement to build
to a minmum value
broadly equivalent to
300 per cent of gross
base salary.
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EXECUTIVE DIRECTORS’ SERVICE AGREEMENTS

Comgpensation an termination

Executive Directors Date of contract Expiry date foliowing a change of cantrel
Stefan Bomhard 31 January 2020! Terminable on 12 months' notice No pravisions
Lukas Paravicim 11 April 2021* Terminable on 12 months notice No provisions

L service agreciiznt dated 31 Joncary 2020 anth a ta+1 date of © July 2020,
2, Servize agreement dated 11 Apnl 2021 with a start date of 1 May 2028

POLICY FOR THE CHAIR AND NON-EXECUTIVE DIRECTORS

Purpose and

Elernent link to strategy Operation Maxirmurm opportunity
Fees Attract and retain + Reviewed, but not necessarnly increased, annually Na prescribed maximum
high-performing by the Board. annual Increase,
individuals. Portion + Feencreases, if applicable, are normally effective
of fees applied to from 1 October. Aggregate annuai} fees
purchase of shares 1o . The Board considers fee data at comparator companies I;rrtntid tof£2,0 milion by
align interests with of sirmilar suale rticles of Association.
those of shareholders, The Senior Independent Director, the chairs of the
Audit and Remuneration Committees and the Workforce
Engagement Director recelve additional fees. Additional
fees are paid for Remuneration and Audit Commitiee
memberships. An allowance 1s paid when regular
intercontinental iravel 12 requirec.
+ Higher fees may be paid to a Non-Zxecutive Director
should they be required to assume executive duties
on a temporary hasis.
« No eligibility for anrua: bonus, retirement benefits or
to participate in the Group's employee share plans.
Bernefits Reimbursement of + Travel toc the Cornpany's reqisterad office 1s recognised Grossed-up costs.
business-related as a taxabnle benefit
EXPEnses. + To the extent that any other reasonable business-related

expenses are recognised as a taxable benefit, these
will be rermbursed at cost (including any consequential
tax ansing).

+ Reasonzble benefits may be provided from time to time
on a case-by-case bas:s.

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 commitment expected, are recorded 1 letters of appointment which are available for viewing at the Company’s registered
office durnng norrnal business hours and both prior to and at the AGM.

In line with the Board's annual review policy, the Cha:r's and Non-Executive Directars' terms of appointrnent were
reviewed and confirmead by the Board on 2 February 2021, There are no provisions regarding notice periods in their letters
of appointment, which state that the Chair and Non-Executive Directors will only recejve payment until the date their
appontment ends and, therefore, no compensation 12 payabie on termination. Under the terms of the Cormnpany's Articles
of Association, all Non-Executive Directors are subject to annual re-election by shareholders.
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GOVERNANCE REMUNERATION REPORT - CONTINUED

PAY ARRANGEMENTS FOR 2022

STEFAN BOMHARD

£1000
12.000 £10,930
10,000 2%
£8,654
3,000 53% 42%
6,000
£3,939
4,000
299, 30% 24%
2,000 £1,500 33%
‘ 100% ‘ 38% 17% 13%
0 L
Mirirrum Target Max hax with growth
O Tatal fixed remuneration 2 Bonus CLTIP

LUKAS PARAVICINI

£'000
12,000
10,000
8,000
6.000 £5,047
£4,134
: 18%
4.000 44% 3%
£2,035

2,000

£849 g;zz 35% 29%

0 { 100% 42% 21% 17%

Miririum Target Max Max with growth

O 50% Share price growth

The table below summarises how we intend to apply the main areas of our Directors’ Rermuneration Policy for FY22,

Element

Implementation

Salary

Attract and retain hign-perfarming individuals, reflecting
market value of the role and the Executive Directar's skilis,
experience and perforimance

The CFO's salary wiilincrease by 2.5% on 1 October 2021 to
£1,330725 The CFO's salary will not be increased from £730,000
hefore L anuary 2023,

Annual Bonus
tdaxmum opportunity 18 200% of base salary,

50% deferred into an award of shares for three years, which
15 Torfertable if the Executive Director resigns voluntarily or is
disrrussed for cauge. Malus and clawback provisions will apply.

No change to maxium opportunity

Measures and weightings

+ Organic adjusted eperating profit grawth at censtant currency  40%
Cash conversion 20%
Market share growth 20%

¢« Strategic/individual 20%

Undezlyimg targets are commercially sensitive and wili ke fully
disclosed in next year's Anrual Repart.

LTIP

Maximum award size CEO: 350% of base salary, CFC 250% of
base salary

Awards have a performance penod of three financial years
starting at the heginnung of the financial year in which the
award is made Performance measures may include inancial,
ren-fnanciai or value creation conditions.

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 period of two years
after vesting.

No change to maxumium cpportunity

Measures weightngs and targets

+ Orgame aduisted EPS growth at constant currency 40% Cut in 3.7% —
max b.6%

+ Adjusted net deby/EBITDA 20% Cutin 146x — max 1 28x
Return an [nvested Capital {(RCIC) 20%. Cut1n 18.7% - max 19.5%
Relative TSR against a group of FMCG compan:es 20%. Cut in a:
median — max apper quarile

Cut1in would deliver a 25% pay out with a straight line pro rata to 100%

payout at maximuimn.

Should the Company be acquired the performance peried would end
on tne date of acquisition Any outstanding awards would vest on
atime pro 12ta basis subject ta the achieverment of the apphicable
performance criterna.

Chair and Non-Executive Directors’ Fees

Attract and retain high perfarrming individuals. Portion of
fees applied to purchase of shares to align interests with
*hose of sharehoiders

With effect from 1 October 2021:

Chair's fee will increase oy 2 5 per cent from £605,000 to £620125
per anmumn

+ NED base fee will increase by approximataly 2.5 per cent from
£79,500 to £81,500 per annum

+ Senior Independent Director and Chairs of the Remuneration and
Audit Committees' fees will :ncrease by approxirnately 2.5 per cent
from £26,500 to £27.000 per annum

Committee membership and Workforce Engagement Lead fees will
remain at £5500 per annum

Shareholding requirement

Allgn Executive Directors' interests with long-term mterests
of sharehelders.

300% of base salary Requirement to hold shares after cessation of
employment to the value of the shareholding quideline {1.e. 300% or the
ex1sting shareholding if lower at the time) for a period of one year, with
the requirement recueing to half the shareholding guideline for the
second year,
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ANNUAL REPORT ON REMUNERATION

The Annual Report on Remuneration has been split into the following sections.

1. The remuneration earned by our Directors for the financial year ended 30 September 2021

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 on pay and
current dilutien

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 2021

Single Total Figure of Remuneration for each Director (Audited)

Effect cf

share price on

Salary Beneats Persian Total Fxez  Annual bonus LTIP Total valve of LTIP

Executive Directars Year £000 £'000 €000 pay £000% £'0C0*  wvanable pay Total pay vesting
Stefar Bomhard 2021 1,269 17 177 1,463 1,627 331 1,958 3,421

2020 800 &} 44 350 254 - 254 1104 -

Lukas Paraviciny’ 2021 04 6 43 353 353 - 353 706 -

2020 - - - - - - - - -

Chiver Tant: 2021 469 10 122 601 526 137 663 1,264 (133)

2020 756 17 185 962 600 171 77l 1733 1123

Former Directors’ 2020 1800 31 171 2002 598 0 598 2,600 -
Total 2021 2,042 33 342 2,417 2,506 468 2,974 5,391
Total 2020 3350 54 410 2,814 1452 171 1623 5,437

Noteg

. Lackirdividual recelved an annuaal car allowance of £15000 ard health msurance.
2 Lazkranvdual recerved a cash supplernent in liew of membershup of *ha pansion hund, Th.s oq aatoed oo 14% of sqeary o7 Stefan Borchard ance 1 akas Pataviant, and
26% zf salary far Cliver Tant,

3 Annual bonus far the year ended 30 September 2321 Half of the net valde 1s deferrad |
£ LIlPrepreserts the value of the FY13-21 LTIP awaids whose performance genod orded
are based un a share pr.ce of £15.63 beng the three-mmerth average 1o 30 rmate of drardend rall-up basad en announced dinderd payable
on 31 December 2021 For Stefan Bomhard, LT'F represents the first tranche cf the Rectuititent Award which vested on 12 April 2021 and dividend roll-cp pased o a

share price of £15.535, The 2020 estimated figure has been resialed to reflec: the actial share price atthe date of vest ng and the actual dividend ro.d Lp. No Sharesave
options were exerclsed during the year,

5 Lukas Pzravicini commenced employment and joined the Soard cn & May 2522

& Qlver Tar! stepped down frem the Board on 18 May 2221 The figures 11 the above 1able relate to the penicd he was 2 member of the Board, Fe continued to receive
s salary and benefits in respect of the period up to 4 Augast 202110 the usual way fva L2 of £262320). The bonus relating to his zenod as Executive Direclor has gez=n
mcluded 11 the tazle above and, in accordance with the applicadle Directors” Remuneration Pelcy at the time of anneouncement of hus retiternent, was paid wholiy in
cash. The ume pro rated bonas ‘or the full financial year has bezn disciesed an page 136

7. Includes nterm Executive Directors.

shats for throe years, no further performance corditions apply
1 2021 Asthese awards do not vest until February 2022 <hey

Fees £'000 Taxable bernefits® Total
Non-£xecutive Oirectars 2028 2020 2021 2020 2021 2020
Thérése Esperdy 605 485 - 27 605 512
Sue Clark® 138 129 - 1 138 130
Alan Johnson?® 64 - - ~ 64 -
Bob Kunze Concewitz" 7 - - - 78 -
Simon Langelier 85 85 - 3 85 33
Fierre-Jean Sivignon®® 58 21 - - 58 21
Steven Stanhrook®™ 103 103 - 1 103 104
Jon Stanton-* 112 85 - 1 112 96
Feormer Non-Executive Directors - 215 - 4 - 219
Total 1,243 1133 - 37 1,243 1,170

Nales

8, Benefits n kind far Non-Exscutive Directors relate (o tne reimbursement o traveling expensss to meeings held at the Company's registered office, As arasult of
CO'/D-19 trave! restrictions no meetings were held at the registered office i FY2l

4, Includes payments in respect of 3enior ndependen: Tuecior and Chaur of the Remuneration Comrmutlee feas of £25550 tespectively per annum,

10. Alan Johnson was appolnted to the Boarz on tJanuary 2621

1. Beo Kunze-Concewtlz was appointed to the Board orn 1 Nevernber 2020

12. Plerre-Jezn Srvignon stepped down from the Board on 4 Jane 2021

13, Includes pay:ment i respect of Workforee Engagement Directer of £3500 per annum: and a nen-Zuropean travel allowance of £12000 10 racogruticn of the extra ime
cormitrnent requ.red for travet.

14. Includes payment in respect of chair of the Audit Committee fees of £26,500 per annum

The aggregate remuneratich of all Executive and Non-Executive Directors under salary, fees, benefits, cash supplements in heu
of pensions, annual bonus and LTIP was £6,634k (2020, £ 6,607k).

Ne Director is eligible to participate in the defined benefit pension fund. Each Director eligible for membership of the defined
contribution pension fund has opted to receive a cash supplement in heuy, therefore, no pension disclosure 1s required.
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GOVERNANCE REMUNERATION REPORT - CONTINUED

Determination of 2021 Annual Banus (Audited)

The 2021 annual bonus was hased on a scorecard of measures. Details of the measures, their we:ghtings, targets and extent of
achievement rate are set out in the table below.

Measure Weighting Cut in Target Max Achievement Pay-out
Organie adjusted operating profit at constant currency 40% 33% 41% 6.2% 48% 29.3%
Cash conversion 20% 75% BO% 85% B3% 16 8%
Weighted market share 20% 17.84% 17.95% 18.02% 17.82% 0%
Strategie/individual Stefan Bomhard 20% - - - 90% 18%
Strategic/individual Lukas Paravicrm 20% - - - B0% 12%
Strateqic/ind:vidual Oliver Tant 20% - - - 50% 10%
Total bonus Stefan Bomhard 100% 654.1% of max
Total benus Luzas Paravicim 100% 58.1% of max
Total bonus Oliver Tant 100% 56,1% of max

The Cemmittee set the same strategic goals for the Executive Directors. The assessment of performance against the goals
reflects the different roles they each played and, in the cases of Lukas and Oliver, that they served for part of the year only.

Strategicfindividual

measures and targets Performance assessment highlighting key achievernents

+ Develop new .

corporate stategy .
and deploy 1
business {10%) .

New five-year strategie plan and clear capital allocation frameworz launched in January.
Un:formly positive feedback from investors collected independently wvia a third party following
Capital Markers Day.

Key stakehelders including shareho.ders and employees aligned and supportive of new strategy.
Greater focus and more rigerous performance management of top dve prianty markets has
dehvered a stabihisation of aggregate market share ve historncal declines

Pilot market trials underway for heated tabaceo and vapour 11 line with strategy.

Clearer prioritisation of aur broader portfolio .s delivering .mproved results, e.g share growth
and strong anancial results in Africa region,

Develop and deploy
tne new cpera‘ing
maodel (10%)

Strengthered executive team in place, bringing significant blue chup FMCGC experience and

a positive step change mn diversity (3 women/33%vs 1 F Y20 3 persons of colomar/33% vs 0).

Chief Consumer Office established to place the consumer at the centre of derision making and

to uniéy the NGP organisation under singla leadership,

New consumer team built and organisation reconfigured o reflect atrategic prionties,
Restructurnng proposal agreed to prniontise respurces in hne with the strateqy and to realise
savings for reinvestment.

Cu'ture change articulated through new purpose, vision and tehavicurs developed with celisagues.

Total payout » Stefan Bomhard -- 18% »

asa%of + Lukas Paravicini —
maximurn 12%
bonus + Oliver Tant — 10%

Stefan Bomhard - the Bemuneration Comrruttee udged Stefar's performance i h:s first full
year as cutstanding and was impressed by the quality of his results and the speed of delivery.

He developed the five-year plan extraordinanty quckly as well as putting i place a highly-
experienced Execunve Leadership Team which is already delivering results. The performance

of the share price over the year reinforced our view that an overall scere of 90 per cent for this
element of the bonus reflected his strategic acnievements during the year,

Lukas Paravicini — the Committee was mundiul that Lukas, as new CFO, contributed to the strateqic
rargets for five months of the year His contributicn during this tume relatec to deploying and
implementing the new operating model and bulding a new funciioral team and his contribution
has been extremely strong He has alsc helped to implement the cultural transfcrmation of the
business. Overall the Cornmittee decided on an overall score of 60 per cent.

Olwver Tant — the cutgoing CFO supported the CEQ and contnibuted to the business for almost
eight months of the year. The Commitiee assessed his performance agains: the strateqgic goals
and decided that an assessment of 50 per cent for this element of bonus wag fair 1n the Light of
his performance. After he stepped down from the Board Oliver also provided handover support

to Lukas.

Individual Annual Bonus payments:

Total annval bonus £°000

Executive Directors Maxamum Actaal’
Stefar Bomhard £2,538 £1627
Lukas Paravicini® £508 £353
Oliver Tant® £4938 £526

Nates

1 Ealf of the bonus will be deterred mmto an award of shares for both Stefan Bomhard and Liikas Paravicim: There will be no deferral into shares for Olver Tant
2. Bonus pro-rated to reflact penod of service, as a Directar rendered duning year Ghver's total time aro rated banus for the year was £631123.
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Long-Term Incentive Plan awards vesting (Audited)

Performance awards vesting in February 2022 were based on performance measured over the three-year period ended
30 Septemnber 2021 Neither of the current Executive Directors participated in this LTIF cycle. Cliver Tant who stepped off
the Board on 18 May 2021 was a beneficiary.

Maximum

Target target Actual Percentage of
Measure Weighting (25% vesting) (100% vesting] performance award vestirg
Organic adjusted EPS growth at constant currency
{average annual growth} 40% 3% B% {154)% 0%
Organic adjusted tobaceo net revenue growth at constant
currency (average annual growth) 20% 0% 2% 3.46% 15.52%
Crgamic ad;usted NGP net revenue growth at constant currency
(average annual growth) 20% Th% 130% 122% 0%
Relative TSR (return over three financial years) 20% Median  Upper Quartile 3137 0%
Achlevemen® 15.92%

The TSR measure compared the Company's performance against the following companies' Altria Group, Anheuser Busch
[nbev. Associated British Foods, Astra Zeneca, British Amernican Tobacco, BT Group, Burberry Group, Carlsberg B, Carnival,
Compass Group, Diages, Experian, GlaxoSmithKline, Heineken, Intercontinental Hotels, International Consolidated Airlines,
[TV, J Sainshury, Japan Tobacco, Kingfisher, Marks & Spencer Group, Mornson Supermarkets, Next, Pearson, Pernod Ricard,
Philip Morris [nternational, Reckitt, RELX, Smith & Nephew, Tate & Lyle, Tesce, Unilever, Vodafone Group and Whatbread.

Vested awards will be subject to a two-year holding period.

Recruitment Award vesting during the year ended 30 September 2021

In July 2020, Stefan Bomhard was granted a Recruitment Award to facilitate his recruitment as CEC and to replace certain
outstanding awards granted to him by his previous employer, which wers forfeited when he joined the Company. Full details
of the Recruitment Award were disclosed in our 2020 DRR, but 1n summary Stefan was granted 116,921 shares set by reference
to the value of the forfeited awards (£1,793,568). To rephcate the terms of the forfeited awards, the Recruitment Award was

split into four tranches, vesting 1n April 2021 and Apn! 2022, Vesting of each tranche of the Recruitment Award 1s subject to the
extert to which the original performance conditions applicable to the forfeited awards are met over the original performance
period. The first tranche of the Recruitment Award was capable of vesting on 10 April 2021, and the final vesting outcome was
28.5 per cens. Full details of the vesting of the forfeited award are disclosed 1n Incheape Ple’s Annual Report and Accounts 2020.
66,722 shares were granted under the first tranche of the Recruitiment Award and the number of shares vesting (including
dividend rell-up) was 21,305 at a value of £330,973.

Payments for loss of office and payments to former Directors (Audited)

Olver Tant stepped down from the Board on 18 May 2021 and retired on 4 August 2021. He recelved his base salary and benefits
through to his retirement date totalling £362,920.

In Iine with the Directors’ Remuneration Policy applying at that time and as previously comirmunicated, he remained eligible for
a time pro rated bonus for FY21, subject to performance criteria set out on page 130 and pro-rated to reflect the period of service
rendered. His outstanding deferred bonus awards were released on retirement in accordance with the applicable Directors’
Remuneration Policy at the time of his announced retirement and he received his FY21 bonus 100 per cent in cash (the new
Policy provides for the deferred part of the bonus to be delivered as conditional shares vesting after three years). He was not
eligible to be granted a LTIP performance award for FY21 but his cutstanding LTIP performarce awards will continue to vest
on their normal vesting dates and remain subject ta thewr onginal performance conditions. To the extent the performance
conditions are met, awards will be pro-rated to reflect the penod of service rendered. This is consistent with Impenal Brands'
usual approach, which 1g that employees who retire are treated as "good leavers”.

Alison Cooper stood down from the Board on 1 February 2020 and rernained cn the payroll until 8 Gctober 2020, She

recelved hase salary and contractual benefits including pension contributions paid in the normal way up to 8 October 2020
totalling £28,437, a payment of £90,000 in full and final settlement of all ciaims in relation to her employment, together with a
reimbursement of legal fees of £10,000, and the costs of outplacement support up to a maximam of £60,000 plus VAT. She also
recerved a repayment of £7.000 cash contributions made by her to the 2018 SAYE Share Save. Her accrued penston at the date
of leaving employment was £301.811 per annum.

Matthew Phillips stood down from the Board on 1 February 2020 and rernained on the payroll until 31 January 2025 He received
base salary and contractual benefits including pension contributions paid in the normal way up to the end of January 2021
totalling £226,955, a payment of £80,000 in full and final settlement of all claims in relation to his amployment, together with a
remmaursement of legal fees of £1,500, the costs of outplacement support up to a maximum of £60,000 plus VAT and repayment
of £7,500 cash contributicns made by him to the 2018 SAYE Share Save. His acerued pension at the date of leaving employment
was £150,790 per annum.
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GOVERNANCE REMUNERATION REPORT - CONTINUED

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 deterrnining Stefan Bomhard’s award, the Committee took into account the prevailing share price performance over
the year and the concerns expressed oy a number of shareholders about the level of his salary on appointment as CEQ. He
and the Committee agreed that the face value of his 2021 LTIP award should be reduced, on an exceptional one-off basis, from
350 per cent of salary to 315 per cent, a reduction of 10 per cent of the face value of the usual annual award. The number of
shares under award reflects this adjustment.

The award to Lukas Paravicin of 250 per cent of base salary was made in accordance with the terms of his appointment as
announced on 17 February 2021 and ensures Lukas 1s aligned with the Company’s performance from the time of his appointment.
The performance measures and performance period are 1dentical to those awards granted to Stefan Bomhard in February 2021

Date of grant Share price’ Mumber cf nil-cost options Face valLe  Amount of base salary Erd of performance period
Stefan Bomhard 15 February 2021 £14.935 267,049 £34997,338 315% 30 September 2023
Lukag Paravigimi 13 May 2021 £16,14C 113,073 £12244838 250% 30 September 2023

. Walued using the closing share price tne trading cay prier to grant,

The targets for the above performance awards are as follows'

Mimmum performarce (25% vesting) Maximum perfarmance (TO0% vesting)
MeasLre Weight Target Target
Crganic adjusted EPS growth at constant currency 40% 2% 4.8% ar h:gher
Adjusted net debt/EBITDA (for FY23) 20% 2.00x 1.8x% oz lower
Return on Invested Capital (ROIC) faverage annual) 20% 16.6% 17.5% ar higher
Relative TSR 20% Median Upper quartile

Adjusted net debt/EBITDA measure — The level of the gearing criterion assumes an additional sharehelder distribution will be
made either via share buybacks and/or special dividends during the period in hine with the Group's capital allocation policy.
To the extent the shareholder distribution 15 increased above the assumed lavel dunng the period, there 1s an agreed formula
to raise the geaning target accordingly so as to incentivise incremental shareholder returns during the period. Similarly, if the
shareholder distribution 1s reduced, the target geanng will be lowered. This will reinforce alignment of this measure to the
Group's capital aliocation policy and shareholder value creation,

The TSR comparator group will comprise the following companies — Altria Group, Acheuser Busch Inbev, Belersdort, British
American Tobacceo, Brown-Forman, Catlsberg B, Carnival, Clorox, Constellation Brands, Diagee, Heineken, Henke], Japan
Tobacco, Kimberly-Clark, Kirin Holdings, L'Creéal, Monster Beverage, Pernod Ricard, PepsiCo, Philip Morris [nternational, Procter
& Gamhble, Reckitt, Swedish Match, tni Charm and Unilever.

Each measure operates independently and is capable of vesting regardless of the Company's performance in respect of the cther
metrics. The Comrmtiee retains discretion to adjust up or down including to zero the number of shares that vest taking into account
a number of factars including personal or corperate performance and circurnstances that were unforeseen at the date of grant.

SHARE INTERESTS AND INCENTIVES (AUDITED}

Shares held at 30 September 2021 Conditiaral awards ard options held at 30 September 2021
Subject to Awards unvested ard sLbject  Options unvested and subject Yested but not
Owred outright a halding period to performance ronditions to continued employment exercised
Executive Directors
Stefan Bomhard 3,394 4265 685,332 BR7 -
Lukas Paraviciri - - 112,073 - -
Oliver Tant! 77,829 30525 172,607 515
Non-Executive Directors
Therese Esperdy? 36175 - - - -
Sue Clark 5121 - - - -
Alan Johnson 263
Bob Kunze-Concewitz 50,338
Simon Langelier 25,665 - - - -
Pierre-Jean Sivigron 48 - - - -
Steven Stanbrook® 15,559 - - - -
Jon Stanton 2,451 - - - -

1 Held a date of leaing employment
2. Therése Esperdy and Steven Stanbrook held their snares in the form of American Deposizary Recelpts
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There have been no changes 1o the above holdings since the year-end.

Our middle market share price at the close of business on 30 September 2021, being the last trading day of the financial year,
was £15.585 and the range of the middle market price during the year was £12.196 to £16.74.

Full details of the Directors' share interests are available for inspection in the Register of Directors’ Interests at our

reqistered office,

EXECUTIVE SHAREHOLDINGS AND DIRECTORS” INTERESTS (AUDITED)

Walue of shares Value of shares

Shares held at Increase in  held at start of  held at end of Sharehaolding Current
Shares held at end of shares held year year? C#ference n required shareholding  Reguirement
start of year year during year £000 £000 value £'CC0 (% salary} (% salary/fees}® metH 485
Executive Directors
Stefan Bomhard* 3200 7659 4,459 44 119 75 300 El Yes
Lukas Paravici® - - - - - - 300 - e
Oliver Tant" 92,368 108,354 15,986 1,263 1.68% 4726 300 225 N/A
Non-Executive Directors’
Théreése Esperdy 34033 36,125 2,092 4€5 5353 98 - - N/A
Sue Clatk 5,692 6,121 429 78 S5 17 - - N/A
Alan Johnson - 263 263 - 4 4 - - A
Bob Kurze-Concewitz - 50,388 50,388 - 785 785 - - N/A
Siman Langeler 25193 25,665 472 345 400 55 - - N/A
Pierre-Jean Sivignon 44 48 4 1 1 - - - N/A
Steven Stanbrook 15178 18,559 381 262 308 43 - - N/A
Jon Stantan 2,034 2,451 417 28 38 1o - - N/A

1 Crdate of leaving if earlier
Z Basedonas

holding pa:
i Based or

3 _ukas Patavicinl joired the Board on L May 2021 and bas fve years to buiid < hus shareholding reguiremeni.

6 iver Tant retiled on 13 May 2031

re price of £13 575 being the clesing price on 30 September 2020, and _neludes the valle of shazes owned outiigh! and those vested cut subjectioa
=.ng the defarred elernent of the bonus
3 re price of £15 585, being the c.osing price or 3¢ September 2021
4 Stefan Bompbard 'omned the Board on 1 July 2020 and has five years wo bund te his shareholding requiement.
.

7. Nmi-Executive Citeclals de net have a shareholding requirement bus ara required o 1mvest a minimur perasntage of their fees in the Company's shares which they
are requairad to ratain fot e duranon of thel appeintraent

REVIEW OF PAST PERFORMANCE
The chart below shows the value of £100 invested in the Company on 1 Cetober 2011 compared with the value of £100 invested
in the FTSE 100 Index for each of our financial year-ends to 30 September 2021. We have chosen the FTSE 100 Index as 1t
provides the most appropriate and widely recognised index for benchmarking cur corporate performance over a 10-year perod.

Index value

250 —

200 —

130 ——-

100
20m 2012 2013

2014

2015

== |mperial Brands = « FTSE 100 Return Index

2016 2007

2018 2018 2020
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GOVERNANCE REMUNERATION REPORT - CONTINUED

CHANGE IN CHIEF EXECUTIVE OFFICER REMUNERATION

2021 2020 2020 2020 2020 2019 208 2017 2016 2005 20t 2013 2012
Stefan Stefan aerg Dominic Alisan alisan Alisar Alison Alison Alison Alison Alison Alison
Bomhard Homhard  Biebernick Brisby  Cooper  Cooper  Cooper  Caoper Cooper  Cooper  Coaper  Cooper  Cooper’

Total remuneration
£000 3421 1104 963 943 448 2137 39835 4657 5,404 3,637 2,686 2011 2793

Annual bonus as
apercentage of
maximnum 64.1 407 402 40 40« KIE 87 50 72 80 69 34 512

Shares vesting
as a percentage

of maximnurm 30.8¢ nil it nil il nil 20 44.4 45,7 15.8 5.8 nil 580
1 Total remunerationncludes value ot share plars vesing that were granted prior to appeintmernt as CEQ

2. 48.4% was the formuuale out-huin, hawever, the Bemuneration Comnruitea accepted the CEO's recommendation and usad i1s discrenen te raducs tus to 40%

3. 31% was the formulalc cut-turn, however, the Remuneration Comimittee used its discretien and reduced this to31%.

4, Vesung of recruitmen: award based on performance critenia of former empuaoyer.

3. HOW DIRECTORS’ REMUNERATION COMPARES WITH EMPLOYEES’ REMUNERATION

There 15 a strong alignment 1z how we approach pay for our Executive Directors and the wider workforce with a focus on
performance-related pay and sirmilar performance metncs in our annual benus and LTIP. Our teward packages are designed
to enable us to attract and retain the best talent, dniven by market practice, skills and expenence,

Executive Directors UK esmployees

Increase in line with wider wortkforce Salary Average increase for FYZ22 - between 2.0% to 35%

Mix of financial/strategia measures Annual Bonus Mix of inancial/strateg.c measures
50% of bonus deferred into award of shares 100% paid 1n cash

Ferformance metrics measured over 3 years LTIP Ferformance metrics measured over 3 years
2-year nolding penod a‘ter vesning No holding pencd

14% cash or coniribations :nio Company's pension fund The majority of UK employess recerve a contribution

Pension of 14% of salary
£250 per month £250 per month
Sharesave
3-year savings pernod 3-year savings penad

Consideration of colleagues’ views

Our colleagues are at the core of our business, and during the year the Board expanded on 1ts hstening sessions and
workforce engagement which gave us an opportunity to hear feedback from colleagues on a variety of topics which
included our strateqgy, ESG, culture and diversity and inclusion. We also explared the topic of remuneration, giving
participants the opportunity to learn about how the Committee 1s required to align executive reward with he approach to
pay for all emplcyees, and to understand their views on reward at Imperial Brands. The level of engagement was extremely
high with a constructive discussion covering:

+ Selection of annual borus and LTIP metrncs, recognising the low out-turns under the LTIP over recent years and expected
cutcomes on pay-outs on the annual bonus.

+ Consistency on annual bonus measures in recent years,

Linking ESG targets to remuneration.

+ Recognition that pay and benefits are attractive within the Company, with confidence in the leadership’s abihity to deliver
the strategy and the results we need.

The Board is comrnitted to continuing to listen to colleagues and we will lock to nold further reward sessions 1n FY22.
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PERCENTAGE CHANGE IN BOARD REMUNERATION

The table below shows the percentage change in the salary, benefits and annual bonus for the Directors, between FY20 and
FY21, as well as the disclosure for FY20.

Year-on-year change in pay for Directors ¢

ed with UK employ

2021 2020

Salary Benefits Annual Bonus Salary Benefits Annual Bonus
Executive Director )
Stefan Bomhard 58.6% 183.3% 540.6% Stefan was appointed to the Board on 1 July 2020
Lukas Paravicim Lukas was appointed to the Board on 1 May 2021'
Cliver Tant” {37.5%) {41.2%) {12.3%) 190% £.25% 31.49%
Non-Executive Directors
Therése Esperdy’ 24.7% {100%) N/A 3E327% -41.3C% N/A
Sue Clarx 7.0% (100%) N/A 05.42% -50 0C% N/A
Alan Johnson Alan was appointed to the Board on 1 January 2021}
Bob Kunze-Concewtz Bob was appointed to the Board on 1 November 2020"
Sirnon Langeher 0.0% {100%) N/A 240% -40 00% N/A
Pierre-jean Sivignon 176.2% N/A N/A  Pierre-Jean was appointed to the Board on 1 July 2020
Steven Stanbrook 0.0% {100%) N/A 8.42% -66.67% NA
Jon Stanton? 17.9% {100%) N/A 187.88% ~5.772% N/A
All UK employees 0.0% 2.4% 7.9% 0.69% -5.72% 32.44%

. Glver Taniretired iom®
. [narease ref'ects first fuj

Bofoopa—

CEQ PAY RATIO

A year-on-year comparisal: 15 Not possib.e in these circumstances,
5 Anard on 18 May 2021,

. year as Chair

. [rcrease ref'ects irst fuil. year as Chair of the Audit Commattee

The table below shows the multiple of our CEO's pay ratio to median, lower quartile and upper quartile pay 1n the UK. The
calculations are based on methodology Option A as defined by the regulations and calculating the pay and benefits of all UK
employees on a full-iime equivalent basis. Option A was chasen as it is the most robust approach. The CEO pay ratio is hased
on comparing the CEQ's pay to that of Imperial Brands' UK-based employee papulation, a large proportion of whom are in
sales roles. The Committee anticipates that the ratios are likely to be volatile over t:me, largely driven by the CEO's incentive
outcomes which are dependent on Group-wide results. In light of financial performance ouicomes being signed off close ta
the publication of the Annual Report, the annual bonius cutcomes for employees other than the CE0 have been calculated at
target performance (60 per cent of maximurm bonus opportunity), although some employees may recetve a vartation of this
1n practice. In 2020 total remuneration used to calculate the ratios was £2,585 428; and in respect of base salary oniy £1,299 875
was used. Thase were an amalgam of the incumbents who served as CEO during the year.

The pay levels shown for the percentiles show remuneration for the 12 months to 30 September 2021,

Frrarcial year

Calculation methodology P25 (lower quartile) x:1

P50 {median) «: P75 {upper quartile) x:1

2021 A 57.5 455 29.6
2020 A 50.2 387 244
2019 A 53.0 36.5 22.0

Stefan Bombard P25 (lower quartile]) Pa0 (median) P75 (upper quartile]
Total remuneration £3,421078 537.5 455 296
Base salary £1,253,000 32.3 263 186

The Cornmittee 15 satisfied that the overall picture presented by the 2021 pay ratios is consistent with the reward policies for
our UK employees. The Commuittee takes imnto account these ratios when making decisions around the Executive Director pay
packages, and Impenal Brands takes seriously the need to ensure competitive pay packages across the organisation.

The CEQ total remuneration pay ratio has increased across all percentiles, due to an increase in CEO total remuneration of
32.3 per cent. The CEQ base salary ratio has remained broadly static, confirming that the vanance 1s driven by performance-

related variable pay.

The salary component for FY21 at each quartile 1s £39,244 (P25), £48198 (P50) and £68,222 (P75). The equivalent total pay
numbers are £59,479 (P25). £75,153 {P50) and £115,544 {F75),
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GOVERNANCE REMUNERATION REPORT - CONTINUED

RELATIVE IMPORTANCE OF SPEND ON PAY

The table below shows the expenditure and percentage change in overall spend on employee remuneration and dividends.

Percertage
£ million unless otherwise stated 2021 2020 change
Executive Directors’ total remunerat.ont- 5 5 .8
Cverall expenditure on pay? 775 B12 (4 6)
Dividend paid 12 the year® 1305 1753 (25.6)

L Executive Directors' tota. remuneraticn s based on the total sing.2 igure for all Executive Direciors and 15 included to provide a compar:son setween Executive
Directar and overall employae pay

2 Excludes emiployer's santal secunty costs,

3. There were no share buybacks duning either 720 o1 FY¥21L

EMPLOYEE BENEFIT TRUSTS

Our policy remains to satisfy options and awards under cur employee share plans either from market purchased ordinary
shares or ordinary shares held in treasury, distributed through our employee benefit trusts: the Imperial Tobacco Group PLC
Employee and Executive Berefit 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 2021, we held 74,289 137 ordinary shares 1 treasury which can be used to satisfy options and awards under
our employee share plars either directly or by gifting them to the Employee Benefit Trusts.

Options and awards may also be sat:sfied by the 1ssue of new ardinary shares.

Details of the ordinary shares held by the Employee Benefit Trusts are as follows

Oreinary shares

Balance at Acguired Distributed Balarce &t urder awarc at Surplus!

Q171072020 during year during year 30/09/2C21 30/09:2020 (shortfall)

Executive Trust 595564 0 11184 584,370 1868192 (1,283822)
2001 Trust 1,507 526 0 1,135,683 371833 7583012 (7182079)

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 thar 10 per cent of 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 per cent of issued share capital over the same
10-year period). Currently, an aggregate total of 0.9 per cent of the Company's issued share capital {including shares neld in
treasury) is subject to aptions and awards under our executive and all-employee share plans.

SUMMARY OF OPTIONS AND AWARDS GRANTED

Cumulative options and awards granted as a percentage of Qptions and awards granted during the year as a percenzage
Limit on awards issued share capital (including these held in treasury) of issued share capital (ircluting those held in treasury)
10% in 10 years 2.4 04
5% 1n 5 years 16 0.4
5% 1n 10 years {executive plans) 18 04

EXTERNAL BOARD DIRECTORSHIPS

The Comrnittee 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, Execusive Directors are permitted w0
retain fees received in respect of any such nen-executive directorship.

Stefan Bamhard 1s a non-executive director of Cempass Group PLC and was permitted to retain the £88.000 fee received from
this position in the financial year.
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4. REMUNERATION COMMITTEE MEMBERSHIP AND DUTIES

The Board is ultimately accountable for executive remuneration, but has delegated this responsibility to the Commuttee,
atleast three of whose members are independent Non-Executive Directors. The Chair, who 15 a member of the Committee,
was independent on appointment. We consider this independence fundamental in ensvrnng Executive Directors’and senior
management’s remuneration is set by those who have no personal financial interest, other thar as shareholders, in the
matters discussed.

To reinforce this independence, a standing item at each Committee meeting allows the members to meet without any
Execulive Director or other manager being present.

The Comrruttee considers its key raspensibility as being to support the Company's strategy and short and long-term
sustainable success. This is ensured by the adherence to our Executive Pay Principles set out cn pages 125 and 126 and the
Directors’ Remuneration Policy which set the nght conditiens for high calibre executives to deliver and further, to provide
long-term benefits to all stakeholders It also deterrmunes the specific rermuneration package, including service agreements and
pension arrangements, for the Chaur, each Executive Director and our Executive Leadership Team. When setting the policy for
Executive Director remuneration, the Committee reviews workforce remuneration and related policies to ensure the alignment
of incentives and rewards across the Group.

The Comnmittee's other responsibilities include.

» malntaining a competitive Remuneration Policy appropriate to the business environment of the countries in which
we aperate, thereby ensuring we can attract, retain and motivate high calibre individuals throughout the business;
aligning Executive Directors’ and sentor management's remuneration with the interests of long-term sharehclders
whilst ensuring that remuneration is fair but not excessive and reflects the contnibution made;
setting measures and targets for the performance-related elements of variable pay;
oversight of our overall policy for employee remuneration, employment conditions and cur employese share plans, and
ensuring apprepnate independent advisers are appointed to provide advice and guidance to the Commuttee.

The Cormnrmnittee’s terns of reference are reviewed annually, and were last reviewed in September 2021 They are available on
our website.

El www.imperialbrandsple.comn.

When carrying out its duties the Committee considers the Remuneration Policy and practices in the context of provision 40
of the UK Corporate Governance Code, as follows.

Clarity — The Remuneration Policy sets out clearly each element of remuneration limits in terms of quartum and the
discretions the Committee can apply. The DRR sets out the arrangements clearly and transparently. Questions on the
remuneration arrangemen:s can de raised at the AGM and also through our "Meet the Board” programme.

Simplicity — The remureration structure for our Executive Directors consists of fixed pay (base salary, pension and benefits),
annual bonus and a Long-Term Incentive Plan. Our remuneration structures throughout the organisation are simple in nature
and understaod by employees.

Risk — A number of features within the Remuneration Policy exist to manage different kirds of nsks; these include.

+ malus and clawhack orovisions operating across all discretionary incentive plans;

+ deferral of remuneration and holding periods;
Remuneration Cornmittee discretion to override formulaic out-turns to ensure incentive pay-outs reflect underlying
husiness performance and sharerolder experience,

+ hruts on awards specified within the policy and plan rules; and
regular interaction with the Audit Committee,

Predictability - The Committee reqularly reviews the performance of inflight awards so 1t understands the likely autcomes.

Proportionality - The Committee 1s against rewarding poor performance and, therefore, a significant portion of remuneration
15 performance-based and dependent on delivering the Company's strategy. Performance targets are based on a combination
of measures to ensure there 1s no undue focus on a single measure,

Alignment - There Is a clear progression of remuneration threugheut the workforce with performance measures supporting
the key performance indicators and the long-term sustainability of the business, The Committee reviews the Remuneration
Policy, taking 1nto account the feedback received from shareholders and the impact on the wider workforce. The Committee
benefits from the membership of Steven Stanbrock as the Workforce Engagement Director and the input he provides in terms
of the wider emnployee experiernce,
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GOVERNANCE REMUNERATION REPORT - CONTINUED

Remuneration Committee meetings 2020/21

The Remuneration Committee et for four scheduled meetings and one ad hoc meeting during the year although there was
significant work outside the Committee to agree remuneration packages for new members of the senior leadership team.
Details of the main activities are set out in the Chair's Statement at the beginning of the DRR.

Other regular attendees include the CEQ, Company Secretary, Remuneration Committee Secretary, Chief People and Culture
Otficer, Group Reward Director ard the Commuttee’s principal adviser. None of the individuals were involved in any decisions
relating to their own remuneration.

The main agenda items and decisions taken ir: the four meetings included the following:

November 2020 + FY20 Annual Bonus out-turn agreed and downward discretion apphed
+ FY18 LTIP out-turn
F¥2l Anrual Bonus structure
FY21 LTIP performance measures and award levels
Ihrectars' Remuneration Policy finalised

February 2021 - Approval of FY2E Annual Bonus Plar. and FY21-23 LTIP performance targets
+ Review of AGM vonung and agreement on sharehelder outreach to understand further shareholders’ views

May 2021 - Review of shareholder feedback and consultation and update on actions since the AGM
Review of Executive Leadership Team shareholding policy

September 2021 + Executive Director and Executive Leadership Tearn pay review and Chair's fee for FY22
« FY22 Annual Bonus structure
FY22 LTIP structure
Forecasted out-turns for Annual Bonus and LTIPs
Committes terms of reference

Advice provided to the Remuneration Committee

The Committee appointed FIT Hernuneration Consultants LLP (FIT) as principal adviser with effect from 1 November 2017,
FIT 1s a member of the Remuneration Consultants’ Group and complies with :ts Code of Conduct which sets out guidelines
to ensure that its advice is independent and free of undue influence. FIT carried out no other work for Imperial Brands or its
subsidiaries, and the Cornmittee 15 satisfied that FIT's advice was objective and independent. Fees paid were £]131,868.

Other companies which provided advice to the Remuneration Committee are as follows:

Alithos Limited undertook total sharehalder return {TSR) caloulations and provided advice an 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 £27,600 for these services. Wilhs Towers Watson also provided actuarial services to the Company. All of these
advisers were appointed by the Comrnittes, which remains satisfied that the provision of those cther services in no way
compromises their independence. They are al. paid on the basis of actual work performed rather than on a fixed fee basis.

VOTING ON THE REMUNERATION REPORT AT THE 2021 AGM

At the 2021 AGM there were two remuneration-related votes to approve the new Directors’ Remuneration Policy and to approve
the Directors’ Remuneration Report.

Yotes for
irefucing Total votes cast “otaf vores
discretionary Percertage Votes Percentage excluding vates Votes cast including
Resclution vores for against against withheld withbeld" votes withheld
Directors’ Remuneration Report 435,578,434 59 73 296,353 504 40.27 7354931988 6,776,342 742708330
Directors’ Remuneration Policy 708,375,474 495,28 34,958,557 4,72 741334031 1374300 742708331

1. Vates withheld are not mncludad in the f:nal f.gures zs they are not recegrised as a vote in law

The strong suppeort received for the Directors’ Remuneration Policy followed exlensive engagement with our largest
shareholders during 2020. The input we received from shareholders was extremely helpful. Although the DRR resolution
was carried, we were disappointed with the level of votes that were cast against.

In the run up to the 2021 AGM we engaged with a number of our shareholders to understand their concerns. The principal
point at 1ssue for them, and some of the proxy voting guidance services, was the level of base salary for Stefan Bomhard,
CEQ on his appointment.
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Following the AGM, we continued to engage with our largest shareholders and their input has resulted in a number of actions
the Committee has taken as a result of the feedback.

A key lesson learned 1s the need for the Committee to be clearer in the DRR about why it takes 1ts decisions. The Committee
wald, therefore, have hiked to highlight two aspects which were important in its considerations of setting Stefan Bomhard’s
remuneration at the tirre of his appointment. In competitive terms, his base salary is lower than the median of the FTSE 30
(cxcluding financial services) A= ia his tatal target remuneration and this was an important agpect of the Committee’s
consideration. Furthermore, in setting the salary of the CEQ, the Commitiee took into consideration the need to balance
restraint with paying fairly for the significant role being undertaken. These points should have been made more clearly in
last year's report.

The Commuttee would also highlight a number of decisions 1t has taken as a result of the feedback it has received dunng its
ongeing dialogue with investors:

+ Asanncunced on 18 February 2021, on an exceptional basis, the 2021 LTIP award to Stefan Bomhard was reduced from

350 per cent of salary o 315 per cent, a reduction of 1C per cent of the usual annual award. This decision took inte account

both share price performance over the year as well as feedback from sharehclders about his base salary on appomtment.

+ Asdetailed in the Company's annourcement of 17 February 2021 Lukas Paravicini joined the Board as Chief Financial Officer

on 1 May 2021

+ His annual salary is £730,900 (comgpared with his predecessor's salary of £750,000) and will not be increasec before
January 2023

+ Lukas'base salary 1s between the median and the upper guartile of the FTSE 50 and at the median of the FTSE 30.

His maximum total remuneration 1s at the median of the FTSE 50 and between the lower quartile and mecian of
the FTSE 30.

+ Inline with the Remuneration Policy approved by shareholder at our 2021 AGM, his pension allowance 1s equivalent to a
maximum of 14 per cent of salary (in line with UK employees). His annual bonus 1s a maximum of 200 per cent of salary
(pro-rated for time served in the first year of appointment), and the long-term incentive award a maximurn of 250 per cent
of salary.

» The Committee considered external benchmarking data and internal relativities as reference points. It also considered the
skills and experience that Lukas brings which are required o fulfil the role as the Company implements 1ts new strategy.

+ The Commmittee also considers Lukas' pay reflects his proven track record in international consumer goods comrgarnies,
and his impeccahle finance credentials as wel! as considerable operational experience.,

- No LTIF awards were bought out but the Company has agreed to compensate him for a guaranteed benus award he
would have received from hus previous employer ED&F Man in the amount of US§750,000. The payment will be made :n
December 2021 and will be forfeited 1f his employment with the Company is terminated for cause or he has given notice
to terminate his employment on or before the date of payment.

The Committee understands that shareholders have diverse views in respect of remuneration, and therefore coritinues to engage
with the Company's largest shareholders to ensure it understands the range of views which exist on rernuneration issues.

bl

SUE CLARK
CHAIR OF THE REMUNERATION COMMITTEE
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GOVERNANCE DIRECTORS’™ REPORT

DIRECTORS” REPORT

The Directors present their report and audited financial staterments for the year ended
30 September 2021. This Directors’ Report forms part of the management report as
required under the Disclosure Guidance and Transparency Rules.

CONFLICTS OF INTEREST

Cur Directors have a statutory duty to
avoid situations where they have, or
could have, a direct or indirect interest
that conflicts, or possibly may conflict,
with the interests of the Company,
and give notice of any such conflict

at the start of any Board meeting. The
Company's Articles of Association
allow the Board to authorise potential
conflicts of interest that may arise and
to wnpose such limits or conditions as
1t thinks fit. Directors are not allowed
to participate in such considerations or
to vote regarding their own conflicts,

Any potential conflicts of interest

are considered and addressed prior to
any riew external Board appointment
All potential conflicts are submitted
to the Board for consideration and,

as appropriate, authorisation in
accordance with our Articles of
Association and the Companies Act
2006 and entered into our Conflicts
Register. As part of our annual review
process, all situations entered in the
Caonflicts Register are reviewed and
reconsidered. The Board is satisfied
that the independence of those
Directors who have external

board appointments has not

heen compromised and there are
currently no cross-directorships
between Board members.

The Board confirms that, with the
exception of the Chair, who is not
subject to the Code's independence
test but met the independence criteria
on appointment, all NEDs remained
independent throughout the year as
defined in the Code.

Details of the Directors’ share
interests are shown in the Directors’
Rermuneration Report on page 133.

EXTERNAL APPOINTMEN 5

NEDs, including the Chair, may serve
on & number of other boards provided
that they can demonstrate that any
such appointment will not interfere
with their time commitment to the
Compary, nor represent a conflict

of interest.

Mindful of published investor
guidance, the Succession and
Nornations Comrnittee reviews

the extent of the NEDs' other interests
throughout the year. In accordance
with the provisions of the 2018 Code, all
NEDs are required to obtain approval of
the Board prior to accepting any new
office ar employment. The Board

15 satisfied that each of the NEDs
commuts sufficient time to their
duties in relation ta the Company.

The Chair and each of the NEDs has
conflrmed they have sufficient time to
fulfil their obligatuons to the Company.

The Board 15 supportive of
Executive Directors and members
of the ELT accenting non-executive
directorships of other companies

to widen their experience and
knowledge for the benefit of the
Company. Accordingly, in accordance
with the Code and subject to the
agreement of the Board, Executive
Directors and members of the ELT
are permitted to accept cne external
non-executive board appointment
anc to retain any fees received from
such appolntment. At the time of
pubiication of this report, Stefan
Bomhard held one non-executive
directership, and no ELT members
had an externzl appointment.
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INDUCTION AND TRAINING

Following their appointment to

the Board, new Directors recelve a
tailiored induction programme which
includes industry-specific training,
meetings with senior management
and site visits to the Group's
businesses, although dunng the
financial year these have heen
restricted due to the COVID-19
pandem:c. New Directors are also
briefed on internal controls at both
head office and business umt level
and provided with information

on relevant Company policies and
governance-related matters. See
page 110 for detals of the induction
programme of Lukas Paravicini

The Company is cormmitted to

the continuing development of itg
NEDs in order that they may build
on their expertise and develop

their understanding of our business.
Briefings are given by cur advisers
on matters of legislative change and
corporate governance developrments
as well as focused Committee toples
such as executive rernuneration,
financial reporting requirements
and environmental 1ssues, Perlodic
"deep dives” into various areas of the
business are presented ta the Board
in the regular meeting schedule.

The Company Secretary 18
responsible for advising the Board,
through the Chair, on matters of
corporate governance. In addition,

all Directors have access to the advice
of the Company Secretary and, where
appropriate, the services of cther
employees for all governance and
regulatory matters.

Independent professional

advice is available to all Drectors,
n appropriate circumstances,

at the Company's expense.



BOARD EVALUATION

BACKGROUND

The Code requires that an external
evaluation is carried out every three
years, with an internal evaluation in
the intervening years. However, as
discussed m our 2620 Annual Report,
the Chair considered 1t appropnate to
defer an externally facilitated Board

evaluatior: for one vear due to the
significant changes to the Board and
to allow time for both herself and the
SID to complete a full yearin office
and for our renewesd strategic
direction to be established.

An externally facilitated evaluation
was therefore undertaken during
May and June 2021, conducted by
Lisa Thomas at [ndependent Beard
Evaluation (IBE). Neither Lisa nor
IBE has any other link with the
Company or its Directors.

REVIEW PROCESS >

BACKGROUND

OBSERVATION

> ONE-TO-ONE INTERVIEWS >

INSIGHTS DISCUSSION

BOARD OBSERVATICN >

BOARD MEMBER
INTERVIEWS

BOARD REPORT

BRIEFING & DOCUMENTATION

BOARD DISCUSSION

REVIEW
COMMITTEE KEY NCN-BOARD MEMBER DEDUAL
OBSERVATIONS INTERVIEWS OMMITIE
REVIEW PROCESS
— — I E—

The evaluaticn
process consisted of a
briefing from the Chair
n May 2021, observing
Board and Committee
meetings in May and
June, and interviews
with Board members,
senior management,
the auditors and
remuneration ¢onsultants
during June and July.

Fallowing completion

of the interviews, the
fincings were collated and
discussed with the Chalr
and the CEQ separately

i August 2021 and
presented back to the
Board for discussian at

1ts September meeting,
with Lisa Thomas present,
Feedback on Cormnmittees
was presented to each
Committee Chair and
reviewed with the

Feedback on the Chair was
presented to and discussed
with the SID who shared it
with Board calleagues before
discussing :t with the Chair,
and feedback on individual
Board member performance
was discugsed with the
Chair, with the aim of
form:ing discussion and
development points for
eacn Director,

Ir: view of the multipie
changes at Board and
executive level the review
was mainly forward leoking,
ta establish ways of working
for & new tearn, who are
focused now on strategy
execullon, oversaeing a
culture transformation,
setthng in the new
Executive Commmittee,

as well as develaoping the
NGF strategy.

wnole Beard.

INSIGHTS

The broad message from the

review is that the Beard 1sin a

very different place ore year on,
under the leadership of the new Chair.
This was confirmed by the feedback
from non-Board colleagues. The Board
has demonstrated a positive cutlook
aver the last year, showing suppert
for the CEO and an ability tc challenge
and add value, especially through the
strategy process, which recelved very
positive feedback. Naturally the Board
18 1n transition and Board relationships

\/

are developing, but the Board 1s looking
forward to a further strengthening of
Board culture and dynamics through
in-person meetings, The feedhack
confirmed that notwithstanding
virtuzl meetings, this has been an open
boardroom throughout the pandemc,
with free-flowing discussion and an
nclusive approach to new members.

The Board ra‘ed several areas of
its performance highly, including
strategy, Board focus, governance

and compliance, accountability to
sharehclders, boardroom culture

and decision-maling. Areas far
further progress, and which will be

the focus of the Board's action plan,
were felt to be risk, ESG/stakeholder
engagement, success:on planning and
Board papers. At the time of the review,
Board composition also needed some
attention, and this has now been
addressed through the appointment
of Ngozl Edozien and Diane de

Saint Victor,
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DISCUSSION

Aganst a backdrop of a number of
recommendations to address the
above, the Board has decided to
focus on the following for 2022:

1. With a significant change
programme in flight, the Board
will agree what its own ohjectives
are for the next year, separate
from the business objectives,
so that it maintains focus on the
important topics for its agenda
and balances those with its
gaovernance responsihiiities.
Whilst the Board focused
well on its agenda through the
pandemic, with the strategy
re-set and the changes to
personnel, 1t acknowledges
that it needs to bring fewer topics
onto tne agenda 1n order to allow
for desper discussions. Some
of the themes for the objectives
discussion will be ESG, NGP,
people and talent, consumer
centricity, safety and wellbeing,
and risk, which wil] all be the
subject of more strategic focus.
The Board plans to establish 1ts
objectives following the year end
and will table a discussion for
this in eatly 2022. As part of this
focus, the CEQ will chair a new
Executive Comimittee dealing
with ESG, which will report
straight to the Board.

2. This more focused agenda
will be reflected in the
approach to Board materials,
and how items are discussed
at the Board, including
enhancing broader stakenolder
considerations. The Board
will consider developing more
non-financiai XPIs to allow
it to have aversight of
strategy execution and
cultural indicators, with the
aim of formulating these ino a
dashhoard for the Board to have
areqular overview of progress.

3. The Board will establish a plan for
continuing its engagement with the
busiress and the wider workforce,
so that it can further deepen its
knowledge of the husiness, and form
relatiorships with the new senior
team, with the aim of extending the
collaborative approach between the
new Board and the new team and
ensurnng continued challenge and
support at all times, whiist also
leveraqing Board skills.

4. Expanding the remit of the
Succession and Nerninations
Commuttee to include governance
and repurposing it into the People
and Governance Cormittee. This
Cornrnittee will continue to address
agenda items in line with code
expectations for a Norminations
Cornrnittee, and will include
the breader listening strategy
and detailed aversight of the
culture transformation.,

CHAIR AND COMMITTEES

Board Colleagues were extremely
positive about the impact the Chair has
made in these early steges of her tenure
as Chair. Amor.gst her positive attributes
are the ability to focus the board
agenda, take difficult decis.ons and

to communicate clearly and directly.

The Board Committees were also
reviewed, with the Audit Commnittee
Chair receiving high praise for

his input, time commutrment and
deep technical understanding. The
Commuttee 1s well set toc make &
further step change with the arrival
of Lukas Paravicini as CFO. The
masn areas to focus on for the Audit
Committee are a more simplified
and efficient operational processes
and pushing for a stepup in pace

to enhancements to the Group's
cantro] framewark.

The Remunerzation Comiriittee

Chaur 1s described as managing

the Remurneration Committee highly
effectively, spending time1n advance
with colleagues and advisers and
briefing accordingly. Remuneration
Committee feedback indicates that
the Comumittee 1s rigorous and should
benefit from enhanced support from
the refreshed HR team.
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INSURANCE & INDEMNITIES

Our Directors and Officers can face
gignificant personal liabihty under
criminal or civil law or the UK

Listing reqime, and can face a range of
penalties, including censure, fines and
imprisonment, In arder to attract the
best people, the Company considers
that it is in both its and stakeholders’
best interests to protect them from
the consequences of innocent error

or ornission, During the year the
Company has, therefore, purchased
and maintained appropriate insurance
cover 11 respect of directors’ and
officers’ liamhties. Quahfying third-
party indemnity arrangements for

the benefit of Directors in a form

and scope which comply with the
requirerments of the UK Companies
Act 2006 fthe Act), were also in force
throughout the year and up tc the date
of this Annual Report.

EQUAL OPPORTUNITIES

We regard equality and fairness as

a fundamental right of all our peop.e.
We aim to create a work environment
that allows equal opportunities so
they are emploved fairly, safely

zand in comphance w:th applicable
employment laws and requlation.

We respect each person for who

thevy are and what they can contribute
and provide the same opportunity for
career develocpment and promotion
regardless of disability, physical

or mental health, age, race, onigin,
gender, sexual orientation, politica:
views, religion, marital status or any
other legally protecied status.

CHARITABLE & POLITICAL
DONATIONS

As part of our responsible approach,
we continued to support a number

of commurities in which we operate
by allocating a central hudget, This
hudget largely funds our support of the
Elrmnating Chiid Labour in Tobacco
Growing {ECLT) Foundation and our
suppart of Hope for Justice. Further
information car: be found within

the case studies on our website. In
addition, a number of our subsidiaries
donate to charitable and community
endeavours from local budgets.



The ongeing COVID-18 pandemic

has had a profound impact on

all our lives. We are very proud of

the way our business continues to
support local communities during

this time. During the pandemic we
have continued to make donations Lo
support the communities in which we
operate, including in Poland to support
local hospitals; in Laos to support virus
relief funds and taskforces, and in the
Congo and Mali to support vaccination
programmes as well as local hospitals.

All charitable donations and partnership
mvestrnents are subject to the
requirements of our Code of Conduct.

No political donations were made to
EU poiitical part:es, organisations or
candidates (2020. Nil). This approach
1s aligned with our Group Policy and
Code of Conduct.

OTHER INFORMATION

In accordance with the Act the
following items have been incluzded

11 other sections of this Annual Report.

- afair review of the business, as
required by the Companies Act 2006,
is Included in the Strategic Report;

- the information in our Governance
Report 1s included in this Directors’
Report by reference;

- future developments in the business
are included in the Value Creation
Framework commencing on page 4;

+ information relating to our people,
including colleague engagement,

18 included 1n the Our People
and Culture section on pages
46 10 49 and on page 103 in our
Governance Report,

« our principal risks are detailed
on pages 80 to 91,

« Information relating t¢ our
sustainability approach that
supports our environmental,
socla: and governance agenda
is included on pages 5010 63,

- responsibilities to a broader
stakeholder group, including ocur
consumers and customers, are
inciuded on pages 42 to 44, and
10010103,

- nformation on our greenhouse gas
emissions is included on pages 52, 54,
56 and 63; and

the Directors of the Company are
listed on pages 95 and 97.

Our report under the Streamlined
Energy and Carbon Reporting
requirements can be found on page 54.

SHARE CAPITAL & INTEREST
IN VOTING RIGHTS

Details of our share capital are shown
in note 26 ta the financial statements.
All shares other than those held

in treasury are freely transferable
and rank par: passu for voting and
dividend rights.

As at 30 Septernber 2021 we held
74,289,137 sharas in treasury, which
represented 728 per cent of 1ssued
share capital and had an aggregate
ncrminal value of £7,428914.

We have not cancelled these shares
but hold them in a treasury shares
reserve within cur profit and loss
account reserve and they represent
a deduction from equity
shareholders' funds.

The Company has been notified of

the following interest in 3 per cent

or more of our shares 1n accordance
with Section 5.12 of the Digclosure
Guidance and Transparency Rules
(DTRs). The Company has been notified
of the follownng interest since the
year end and up te 15 November 2021
belng a date not more than one month
prior to the date of the AGM Notice of
Meeting, in accordance with DTR 5

MNumber of
ordinary  Percentage
shares at af issued

the date of  share capital
natificstion  at the date of

(rmillians) notificatian
ElackRock [nc 53 5.59¢
FIL Zimited 47 4982
The Capital Group
Coampanies, Inc 46 4,88
Spring Mountain
[nvestments Ltd 38 411+
Notificat.ons received
post year end
Spring Mountain
Investments 1.td" 49 517

1 Direct holding.
2. Indirect nelding.
3. MNot:fied 22 Novernber 2021

INFORMATION ON
ACQUISITION OF
OWN SHARES

Atits AGM on 3 February 2021,

the Company obtained shareholder
authonsation for the buyback of up
t094,600,000 shares No shares were
purchased during the year. During
the previous financial year 5,098,508
shares, representing approximately
0.5 per cent of the Company's 1ssued
share capital, were purchased ata
cost of £91,606,155.

RESULTS & DIVIDENDS

We include a review of cur operational
and financial performance on pages
36 and 37.

The profit attributable to equity holders
of the Company for the financial year
was £2,834 milhon, as shewn in cur
Cansolidated Income Statement. Note
3 to the financial statements gives an
analysis of revenue and operating profit.

An anelysis of net assets is provided
i the Consolidated Balance Sheet
and the related notes to the
financial statements.

We pay quarterly dividends, The first
and second dividends for financial
vyear 2021 were paid on 30 June 2021
and 30 September 2021 respectively.
The third dividend will be paid on

31 December 2021 and, subject to AGM
approval, the final dividend will be pand
on 31 March 2022 to our shareho.ders
on the Register of Members at the
close of business on 18 February 2022,
The associated ex-dividend date will
be 17 February 2022.
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Following a review by the Audit
Cominittee at its meeting in
November 2021, which confirmed

the accounts showed distributable
reserves sufficient to support the
expected third interim and final
drvidends and the intenm dividenda
in firancial year 2022, the Directors
have declared and propose dividends
as follows:

2021 2020

Ordinary shares £ miflion £ million

Interim paid -
June 2021,
2106p per share 199 197

Interitm paid —
September 2021,
27.06p per share 159 197

Proposed interim —
December 2021,
48.48p per share 458 453

Proposed final -
March 2022,
48 48p per share 458 454

Total ordinary

drvidends,

139 08p per share

{2020 137 71p) 1,314 1,301

PENSION FUND

The Group has three main pension
zirangements, the largest being the
Impenal 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, ane Director norminated by
employee members and two Directors
nominated by current and deferred
pensianers. This trustee company

1s 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 in
accordance with the fund's rules

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

THAT TAKE EFFECT, ALTER
OR TERMINATE ON CHANGE
OF CONTROL

The agreements summarised below
are those which we consider to be
signiticant to the Group as a whole
and which contain provisions giving
the other party or parties a specific
right to termuinate them if we are
subject to a change of control
foilowing a takeover bid.

The Group has a credit facility
agreement that provides that,

uriless the lenders (as defined within
each agreement) otherwise agree,

if any person or group cf associated
persons and/or any connected
persons acquires the right to exercise
mare than 50 per cent of the votes
exercisable at a general meeting of the
Company, the respective borrowers (as
defined withun each agreernent) must
repay any outstanding utihsation owed
by them under the facility agreement
and the total commitments under that
facility agreernent will be cancelled,

The credit agreerment 13

« A credrs faciites agreement
dated March 2020 under which
certain hanks and/or financial
institutions make available to
[mpernal Brands Finarce PLC and
Imperial Tobacco Germany Finance
GmbH commutted credit facilities
of €3,500 mullicn for a period of up
to three years with bi-annual six
month auto-extensions.

In addition, five deeds of counter-
indernnity each dated July 2020 made
on substantially the same terms under
which certain insurance comparnies
{the Sureties) have made available to
the Company, Imper:al Brands Finance
PLC and Imperial Tobacco Limited

a surety bond, in each case issued

on a standalone basis but 1n aggregate
forming an amount of £225 million,
until January 2026
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If any person or group of associated
persons (as defined within each
agreement) acquires the right to
exercise more than 50 per cent of

the votes exercisable at a general
meeting of the Company, the Sureties
may demand that Impenal Tebaceo
Limited, amaongst other things, pay a
sum to a cash ccllateral account equal
to but not exceeding the aggregate
amount outstanding under

each guarantee.

Imperial Brands Finance PLC and
Imperial Brands Finance Netherlands
B.V. have issued bonds under Euro
Medium Term Notes (EMTHN) Deot
Issuance Programmes. The Company
acts as guarantor.

The final terms of these series of notes
contain change of control provisions
unrder which the holder of each note
will, subject to any earlier exercise by
the Issuer, have the option to require
the Issuer to redeem or, at the Issuer's
option, purchase that note at its norninal
value If {a) any person, or persons
acting in concert or on behalf of any
such person(s), becomes interested i
(1) more than 50 per cent of the issued
or allotted ordinary share capital

of the Cornpany, or {ii) such number of
shares in the capital of the Company
carrying more than 50 per cent of the
voting rights normally exercisable at a
qeneral meeting of the Company, and
{b) as a result of the change of control,
there 1s either (1) a reduction to

a non-investment grade rating or
withdrawal of the investment grade
rating of the nates which is not raised
again, reinstated to or replaced by an
investment grade rating during the
change of control periad specified 1n
the final terms, or {il) to the extent that
the notes are not rated at the time of
the change of control, the Issuer fails
to obtain an investment grade credit
rating of the notes within the change
of control period as a result of the
change of control.



The bonds Imperial Brands Finance
PLC issued :n such manner are
as foilows:

- 15 September 2008 £600 million 8.125
per cent guaranteed notes due 2024;
+ 17 Tebruary 2009 £1,000 million 9
per cent guaranteed notes due 2022
- 26 Septernber 2011 £500 million 5.5
per cent guaranteed notes due 2026;
+ 28 February 2014 €650 rmullion 3.375
per cent guaranteed notes due 2026;
+ 28 February 2014 £500 rmullion 4.875
per cent guaranteed notes due 2032,
+ 27 January 2017 €500 million 1375
per cent gquaranteed notes due 2025,
+ 12 February 2019 £750 million
1125 per cent gquaranteed rotes
due 2023; and
+ 12 February 2019 €750 nmullion 2.125
per cent guaranteed notes due 2027

The bonds Impenal Brands Finance
Netherlands B.V. i1ssued in such
mannsr are as follows.

» 18 March 2021 €1,000 rullion 2.750
per cent guaranteed notes due 2333,

Imperial Brands Finance PLC has
also1ssued bonds in the United States
of America under the provisions

of Section 144a and Regulation S
respectively of the US Securities Act
{1933). The Company acts as guarantor.

The final terms of this senes of notes
contain change of contrel provisions
under which the holder of each note
will, subject to any earlier exercise by
the Issuer, have the option to require
the Issuer to redeem or, at the Issuer's
option, purchase that note at 101

per cent of its nominal value 1f:

(a) (1) any person (as such term 1s
used in the US Secunities Exchange
Act 0f 1934 (the Exchange Act))
becormes the beneficial owner

of mare than 50 per cent of the
Company's voting stock; or (11) there
15 & transfer (other than by merger,
consclidation, amalgamation or other
combination) of all or substantially all
of the Comnpany's assets and those of
its subsidiaries to any person (as such
term is used in the Exchange Act); or
{111) a majority of the members of the
Company's Board cf Directors is not
continuing in such capacity; and

{b) as a result of the change of
control, there is a reduction to a
ncn-investment grade rating or
withdrawal of the investment grade
rating of the notes which 1s not raised
again, reinstated to or replaced by an
invesimenl yrade ratmg during the
change of control peniod specified

in the fina! terms

The bonds issued in such manner are
as foilows:

+ 11 February 2013 $1.000 miliion 35

per cent gquaranteed notes due 2023,
« 21 July 2015 51,500 muilion 4.25

per cent guaranteed notes due 2025;
« 21 July 2015 51,250 million 3.75

per cent guaranteed notes due 2022,
+ 26 uly 2019 81,000 rmullion 3125

per cent quaranteed notes due 2024;
+ 26 July 2019 §750 rullion 3.5 per cent

guaranteed rotes due 2026, and
+ 26 July 2019 51,000 million 3.875

per cent guaranteed notes due 2029

OTHER INFORMATION -
LISTING RULES

Inrespect of LR 9.8.4R (12) and {13) the
trustee of the Impernal Tobacco Group
PLC Employee and Executive Benefit
Trust and the Imperial Tobacco Group
PLC 2001 Employee Benefit Trust
agrees to waive dividends payahble
onthe Group's shares it holds

for satisfying awards under vanous
Imperial Brands PLC share plans.

In accordance with Section 726 of the
Act no dividends can be paid to the
Company in respect of the shares it
holds in treasury.

Post year-end events

On 26 October 2021 deferrad
consideration of €88 million was
received In relation to the sale of the
Premium Cigar Division. See note 34.

Annual General Meeting

This year's AGM will be held at

The Bristol Marnott Hotel City Centre,
2 Lower Castle Street, Old Market,
Bristol, BS1 3AD on Wednesday

2 February 2022 at 230 pm.

The Notice of Meeting, instruction for
joumng and details of the resolutions
1o be put to the meeting are included
in the Circular to all shareholders and
car be found on our website.

www.imperialbrandsplc.com.

2021 ACM vote

At the AGM in 2021, the

Company received strong suppert

for all its resolutions other than
resclution 2, Directors’ Rermmureration
Report. Further detail regarding the
concemns expressed by shareholders
i respect of resolution 2 can be found
under “Consideration of Sharehalder
Views" within the Remuneraticn
Report on pages 138 and 136,

For the purposes of LR 9.8 4R, the information required to be disclosed by LR 9.8.4R

can be found on the pages set out below:

Section  Information Page
{1 Interest capiahsed N/A
{2) Publicetion of unaudited financial information N/

124,126,128 129
{41 Details of long-term incentive schemes and 131
(3 Warver of ernoluments by a director NiA
(6) Waiver of future emoluments by a director 125 126, and 130.
(7) Non pre-emiptive issues of equity for cash N/A
(8) MNaon pre-emptive issue by major substdiary undertakings N/&
(9} Listed subsidiary N/A
(1G] Contracts of significance 144 and 145
(11 Pravision of services by a controlling shareholder My
12) Shareholder waivers of dividends See above
13 Shareholder waivers of future dividends See above
(14 Agreements with controlling shareholders N/A
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STATEMENT OF
RESPONSIBILITIES IN RESPECT
OF THE ANNUAL REPORT AND
THE FINANCIAL STATEMENTS

The Directors are responsible for
preparing the Annual Report and
the Group and Parent Company
financial statements in accordance
with applicable law and requlations.

Company law requires the Directors

to prepare Group and Parent Company
financial statements for each financial
year. Under that law the Directors

are required to prepare the Group
financial statements in accordance
with Intermational Accounting
Standards in conformity with

the requirements of the Companies
Act 2006 and International Financial
Reporting Standards {IFRSs) adopted
pursuant to Regulation (EC) No.1606/2002
as it applies in the Eurcpean Union
anc have elected to prepare the Parent
Company financial statements i
accordance with the Companies

Act 2006 as applicable to Financial
Reporting Standard 101 Reduced
Disciosure Framewaork (FRS 101),

and applicable accounting standards.

Under company law the Directors must
not approve the financial statements
urless they are satisfied that they

give atrue and fair view of the state

of affairs of the Group and Parent
Company and of the profit or loss of
the Group for that period. In preparing
the financial statements, the Directors
are required tor

+ select suitable accounting palicies
and then apply them consistently;

- for the Group financial statements,
state whether they have been
prepared i accordance with
Internaticnal Accounting Standards
in conformity with the requirements
of the Companies Act 2006
and [FRSs adopted pursuant to
Regulation (EC) No.16C6/2002 as
1t applies in the European Uniion;

- for the Parent Company financial
statements, state whether applicable
United Kingdom Accounting
Standards have been followed,
gubject to any material departures
disclosed and explained in the
financial statements;

+ make judgements and accounting
estimates that are reasonable and
prudent; and

» prepare the financial staternents on
the going concern basis unless it1s
inappropriate to presume that the
Group and Parent Company wiil
continue in business.

The Directors are alzo responsible for
safequarding the assets of the Group
and Parent Company and hence

for taking reagonable steps for the
prevention and detection of fraud
and cther 1rregularities.

The Directors are responsible for
keeping adequate accounting recerds
that are sufficient to show and explam
the Group and Parent Company's
transactions and disclose with
reasonable accuracy at any time the
financial position of the Group and
Parent Company and enable them to
ensure that the firancial statements
comply with the Companies Act 2006
and, as regards the Group firancial
statements, Article 4 of the [AS
Regulation. Under applicable law

and regulations, the Directors are
also responsible for preparing a
Strategic Report, Directors' Report,
Rermurieration Report and Corporate
Governance Statement that cormplies
with that law and those regulaticns.

The Directors are responsible for

the maintenance and integrity of the
Parent Company's wensite, Legislation
in the United Kingdom governing

the preparation and dissemination of
financial statements may differ from

information :ncluded on the legislation

in other jurisdictions

DIRECTORS’ CONFIRMATIONS

Each of the Directors, whose names
and functions are listed on pages 96
and 97, confirms that, to the hest of

their knowledge

» the Parent Company financial
statements, which have been
prepared ir accordance with
Companies Act 2006 as applicable
to Financial Reporting Standard 11
Reduced Disclosure Framework
(FRS 101}, and applicable accounting
standards, give a true and fair view
of the assets, liabilities, financial
positicn and profit of the Company;
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+ the Group financial statements,
which have been prepared in
accordance with International
Accounting Standards in
conformity with the requirements
of the Companies Act 2006
and [FRSs adopted pursuant te
Regulation (EC) No.1606/2002 as 1t
applies in the European Unicn, give
a true and fair view of the assets,
lizhilities, financial position
and profit of the Group; and
the Strategic Report and the
Directors’ Report include a fair
review of the development and
performance of the business
and the position of the Group and
Parent Company, together with a
description of the principal risks
and uncertainties that it faces,

The Directors' responsibilities

in relation to the disclosure of
information to auditors 1s disclosed
1n the Aucdit Commuttee Report on
page 119.

The Strategic Repeort and the Directors’
Report were approved and signed by
order of the Board.

JOHN DOWNING
COMPANY SECRETARY

15 Ngvember 2021

Impenal Brands PLC
inceronraled and domuciled 1n England and Wales
No. 32356483
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS
OF IMPERIAL BRANDS PLC

Opinion
In our opinion.

Imnperial Brands PLC's consolidated financial statements and parent company financtal staternents (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 2021 and of the
Group's profit for the year then ended;

- the consclidated financial statements have been properly prepared in accordance with International Accounting Standards
in conformity with the requirements of the Companies Act 2006 and International Finarncial Reporting Standards adopted
pursuant to Regulation (EC) No.1606/2002 as it applies in the European Union,

+ the parent company financial statements have been properly prepared 1n accordance with United Kingdom Generally
Accepted Accounting Practice; and
the financial statements have been prepared 1n accordance with the requirements of the Companies Act 2006

We have gudited the financial statements of Imperial Brands PLC (the ‘parent company’) and its subsidiaries {the ‘Group’)
for the year ended 30 September 2321 which comprise:

Group Parent company

Consaolidated balance sheet as at 30 September 2021 Balance sheet as at 3C September 2021

Consolidated income statement for the year then ended Statemnent of changes in equity for the year then ended
Conzohdated staternent of comprehensive income for the Related netos [ o [X to the financial statements including a
year then ended sumnmary of s:gmificant accounting policies

Consolidated statermnent of changes in equity for the year
then ended

Consolidated cash flow statement for the year then ended

Related notes 1 to 35 to the financizal statements, including
a surnmary of significant aceounting policies

The financial reporting framework that has been applied in their preparation 1s applicable law and Intermational
Accounting Standards in conformity with the requirements of the Companies Act 2C06 and | as regards to the group
finzncial statements, [nternational Financial Reporting Standards adopted pursuant to Regulation (EC) Nc. 1606/2002 as

it applies in the Eurcpean Union. The finanaal reporting framework that has neen applied in the preparation of the parent
company financial statements 1s 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 responsituhities for the audit of the
finaneial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropnate 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 statements 1in the UK, including the FRC's Ethical Standarcd as applied to listed public interest entities, and we have
fulfilled our other ethical respensibilities in accordance with these requirerments.

The non-audit services prohibited by the FRC's Ethical Standard were ot 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 statements, we have concluded that the directors’ use of the going concern basis of accounting

1 the preparation of the financial statements 18 appropriate. Our evaluation ¢f the directors’ assessment of the group and
parent company's ability to continue to adopt the going concern basis of accounting included

confirming our understanding of the directors' going concern asgessment process, including the controls over the review
and approval of the business plan and cash flow forecasts covering the period through to 31 March 20623;

assessing the appropriateness of the duration of the going concern agsessment period to 31 March 2023 and considering
the existence of any significant events or conditions hevond this period based on our procedures on the Group's business
plan, cash flow forecasts and from knowledge arising from other areas of the audit;

verifying inputs against the board-approved business plan, cash flow forecasts and debt facility terms, and reconciling the
opening liquidity position to the prior year erd and half year going concern assessments;

reviewing borrowing facilities to confirm both their availability to the Group and the forecast debt repayments through the
going concern assessment period and to validate that there are only two financial covenants in relation to the revolving
credit facility;

+ evaluating management's historical forecasting accuracy and the consistency of the going concern assessment with
information obtamed from other areas of the audit, such as our audit procedures on the business plan and cash flow
forecasts which underpin management's goodwill timpairment assessments;

+ testing the assessment, including forecast liquidity under base and downside scenarios, for clerical accuracy;
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assessing whether assumptions made were reasonable and in the case of downside scenanos, appropriately severe,

in light of the Gronp's relevant pninepal risks and uncertainties and cur own independent assessment of those rigks;

assessing managernent’s considerations related to material climate change impacts in the going concern period
evaluated the amount and timing of identified mitigating actions available to respond to a severe downside scenario,
and whether those actions are feasible and w:thin the Group's contrel,

' performing reverse stress testing on management's base case scenario to understand how severe conditions would
have to he to hreach liquidity or financial cavenants and whether the reduction in EBITDA has no more than a remote
possibility of occurring;

+ performing independent stress testing on management's assumptions including applying incremental adverse cash
flow sensitivities. Our sensitivities included the impact of certain severe but plausible scenarios, identified in other
areas of our audit, including litigation and tax, materialising within the going concern pertod; and,
assessing the appropriateness of the going concern disclosure on page 92.

Our key observations
The directors’ aszesement forecaste that the Group will maintain sufficient hquidity throughout the going concern
assessment period in the base case scenario. Under management's worst-case scenario, which includes a permanent
reduction in profitability of 30%, an increase in bad debt and lass of factoring facilities, hquidity is eliminated in
February 2022, We have not identified any material climate-related nisks that should be incorporated inte the
comparly's forecasts to 31 March 2023,
Controliable mitigating actions available to management over the going concern assessment period, including reductions
to non-declared dividend payments, are sufficient to restore laqundity in both managerment's plausible downside scenario
and the audit team'’s additional downside sensitivities

Based on the work we have performed, we have not identified any material uncertamties relating to events ar conditions
that, indradually or collectively, may cast sigruficant doubt on the group and parent company’s ability to continue as a going
concern for the period to 31 March 2023.

In relation to the group and parent company's reporting on how they have applied the UK Corporate Governance Code, we have
nothing material to add or draw attention to in relation to the directors’ statement In the financial staterments about whether
the directors considered 1t appropriate to adopt the going concermn basis of accounting.

Our responsibilities and the responsibilities of the directors with respect to going concern 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 concern.

Overview of our audit approach

Audit scope + We performed an audit of the complete financial information of 5 components and audit
procedures on specific balances for a further 19 components.
+ The components where we performed full or specific audit procedures accounted for 95%
of Profit before tax, 85% of Revenue and 83% of Total assets,

Key audit matters + Revenue recognition, including management override of controls
+ Reporting performance
Carrying value of NGP non-current assets
Uncertain tax positions
Litigation

Materiality + Overall Group materiality of £148m represents 5% of profit before tax, adjusted for the cne-off gain
on the disposal of subsidiaries.

An averview 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 matenality deterrmine our audit
scope for each company within the Group. Taken together, this enables us to form an opinion on the consohidated financial
staterments. We take into account the level of revenue, assets and profit before tax, risk profile {(including country risk, controls
and internal audit indings and the extent of changes in the business enwvironment) and other known factors when assessing
the level of work to be performed at each comporent.

[n assessing the risk of matenal misstatement to the Group financial statements, and to ensure we had adequate
guanhtative coverage of sigruficant accounts in the financial statements, of the 388 reporting components of the Group,
we selected 24 components,

Of the 24 compenents selected, we performed an audit of the complete finanaial information of 5 components (“full scope
components”) which were selected based on their size or 11sk characteristics. For the remaining 19 components sejected
{"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 significant accounts i the financial statements either because of the size of
these accounts or their risk profile.
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In addition, we conducted specified procedures over a number of account balances relating to 10 reporting units, representing
1% of the Group's profit before tax, 1% of the Group’s revenue and 2% of the Group's total assets, in response to the specific risks
associated with these

Of the remaining 354 components that together represent 4% of the Group's profit before tax, none are individually greater than
2% of the Group's profit before tax. For these compenents, we performed other procedures, including analytical review, teshing
of consclidation journals, intercompany eliminations and foreign currency transtation recalculations te respond to any
potential nsks of material misstatement to the Group financial staternents.

The table below illustrates the coverage obtained from the work performed by our audit teams.

2021 2020

% of Group % of Group %o of Group % of Croup % of Group % of Group
Reporting components Number PBT Revenue Assets Number PBT Reverue Assets
Full scope 5 63% 60% 58% T 1% 62% 41%
Specific scope 19 32% 25% 25% 21 21% 22% 42%
Specified procedures 10 1% 1% 2% 37 7% 13% 9%
Full, specifie, and specihed progedures coverage 34 96% 86% 82% 65 89% 7% 92%
Bemain:ng companents 364 4% 14% 18% 312 11% 3% 8%
Total reporting components 388 100% 100% 377 100% 100%

Changes from the prior year
The approach tc audit scopirg 1s similar to the prior year audit Our scoping changes from the prior year due to the change 1in
either risk assigned to the components or contribution by the component include the following.

Components 1n France, Morocco and Spain have been reassessed as Specific scope in the current year (FY2C: Full scope)
reflecting lowered audit risk in comparison to the prior year

The parent company cornponent entity has been reassessed as full scope (FY20: Spec:fic scope) as the work over this entity
is carried out in full at the same time as the group audit

Components in Russia and Poland have been reassessed as Specified procedures scope 'n the current year (FY20. Specific
scope) reflecting lowered audit risk and reduced contnbution by the component respectively 1n comparison to the prior year
Another component in France and one ir: Ireland have been reassessed to ra longer be 1n scope 11 the current year

{(FY20: Specific scope) reflecting lowered audit risk in comparison to the prior year.

Involvement with component teams

In establishing our averall approach to the Group audit, we determined the type of work that needed 10 be undertaken at
each of the compenents by us, as the primary audit engagernent tearm, or by component auditors from other EY global
network firms operat:ng under cur instruction. Of the 5 full scope components, audit procedures were performed on cne of
these directly by the Group audit team and four by component audit tearms. For the 19 specific scope components, where the
wark was performed by component auditors, we determined the appropriate level of involvement to enable us to determine
that sufficient audit eviderce had been obtained as a basis for our opinion on the Group as a whole.

Imperial has centralised processes and controls in relation to certain accounts managed by 1ts Finance Shared Services ('FSS7)
centres 1n Marila and Krakow. Members of the Group engagement team provided direct oversight, review, and coordmation

of the EY FSS audit teams. The EY FSS audit teams performed centralised testing for certain accounts cevered at the Imperial
FSS locations, inciuding revenue and receivables and purchases and payables In establishing our overall approach to the
Group audit, we determined the type of work that needed to be undertaken at each of the locations by the Group engagement
team or by auditors from local EY teams.

Impact of the COVID-19 pandemic - direction, supervision and review of component teams

Due to travel restrictions imposed by the COVID-18 outbreak, with the excephion of UK based component teams, we did not plan
to perform physical visits to compenent teams but instead carried out virtual meetings.

These virtual meetings mvalved meeting with our component teams to discuss and direct their audit approach, reviewing key
working papers and understanding the significant audit findings in response to the risk areas including revenue recognition
and uncertain tax positions, holding meetings with local management, obtaiming updates on local requlatory matters including

tax, pensions and legal.

The Group audit team 1nteracted regularly with the component teams, where appropriate, during various stages of the
aud:t, reviewed key warking papers and were responsible for the scope ard direction of the audit process. This, together
with the addiional procedures perfermed at Group level, gave us appropriate evidence for our opinion on the Group
finanaal statements.
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Key audit matters

Key audit matters are those ratters that, in cur professional judgment, were of mast 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 an. the overall audit strategy, the
allocation of resources 1n the audit, and directing the efforts of the engagement team. These matters were addressed in the
context of our audit of the financial statements as a whole, and in our opinion thereon, and we do not provide a separate

opinion on these matters
Risk

Our response to the risk

Revenue recognition, including
management override of contrels
(2021: £32,791m, 2020: £32,562m)

Tobacco revenue is an area of focus
for stakeholders interested in the
performance of the company against
an industry backdrop of dechning
global sales volumes.

Most of the Group's sales arrangements
require little judgement to be exercised,
with revenue being recognised on the
delivery of goods. However, there 1s a
risk that management may overr.de
controls to intenticnally mysstate
reverue transactions by recording
fictitious manual journals to revenue

{e.g. by inappropnate rebate accounting).

Refer to the audit committee report
{page 126); accounting policies (note 1),
accounting estimates and judgements
{note 2), ard segmental information
note 3) of the consohdated

financial statements.

We ohtained an understanding of the revenue process and understood how
Impenal’s revenue recognition policies are applied

We reviewed the Group revenue recognition policies, as documented in
the Croup Accounting Manual, for compliance with IFRS 15 Revenue from
contracts with customers’,

We discussed and reviewed key contractual arrangements with management and
obtained relevant documentation, including 1n respect of rebate arrangements.
Where rebate arrangements exist, on a sample basis, we obtained third-party
confirmations or performed approprate alternative procedures where confirmations
were requested and not received, including reviewing contracts and recalculating
rebates, validating the inputs of management's calculations, and tracing rebate
provision arnounts to post year-end settlernents.

As part of our overall revenue recognition testing, for all components with
revenue In scope we used data analytics techniques. This included testing the
occurrence of revenue by analys:ng the correlation of 100% of jJournal entnes
posted to revenue with journals posted to accounts receivables and then
subsequently as cash receipts We velidated cash receipt postings by tracing
to bank statements on a sample basis. This provided us with a high level of
assurance over £287 biliion {85%) of revenue recognised by the Group.

For the eight in-scope components where we did not use data analysis
techniques, we performed apprepriate alternative procedures.

Our procedures, applicable to all full and specific scope components included
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,

- Obtaining and reviewing, on a sample basis, direct customer confirmations of
trade terms, as appropnate;

+ Targeted manual journal entry testing 1n resporse to the nsk of fraud, and,

+ Review of disclosures against the requirerments of [FRS 15

The audit procedures performed to address this risk were performed by
comporent teams and reviewed by the Group team.

Key observations communicated to the Audit Committee

Based on the procedures pertormed, including those 1n respect of manual adjustments to revenue, we did not 1dentify any
evidence of material misstatemnent in the revenue recognised 1in the year

Risk

Qur response to the risk

Reporting performance

The Annual Report 1s a complex
document and is a prunary source of
infarmation for investers and broader
stakeholders looking to assess the
performance of the business There

1s a risk that disclasures upon which
key stakeholders base decisions are
musstated. We consider that this risk
manifests itself in three principal ways'

Measurement and classification of adjusting items

We considered the appropriateness of the APM policy unplernented

by management, including how this inked to metrics which :mpact
management remuneration, with reference to FRC guidance and results
of recent thematic reviews.

We assessed the APM pohicy for alignment with ESMA guidance, specifically:

clanty of definitions and explanations for use;
adequacy of reconciliations to GAAF measures;
equdl prontunenice lo GAAP measures; and
+ consistency of application, mcluding explanations for any changes.
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Risk

Our response to the risk

Measurement and classification
of adjusting items=

A number of Alternative Performance
Measures (APMs) are used in the annual
report. There is currently heightened
requlatory focus on the use of APMs,
including how these are inked to
executive remuneration. There

15 a risk that APMs are perceived

by requlators or investors to lack
appropnate transparency n their
derivation or justification for their use.

Trade loading

The impact of promoticnal activity
around period ends can have a material
mpact on performance in the following
period. This anticipated impact,

if matenal, should be described 1in

the front half of the annual report

to provide investors with a fair

and balanced understanding of the
drivers of business performance.

Recagnition of NGP net revenue
{2021: £188m, 2020: £201m)

For the purpose of the adjusted
performance measure (APM) of net
reveniue an adjustinert s made to treat
Logista as an arms length distributor
rather than a related party. Therei1sa
risk that the judgemental 1nputs used
i calculating this adustment are too
optimistic, thereby oversiating NGP
net revenude,

We challenged whether the timung of recognition of one-off costs and the
clagsificalion of these costs as adjusting and evaluated the classification of
one-off adpustments for indicators of management bias, in particular, whether
both income and expense items are treated consistently.

We 1dentified restructuring as an itern far which operating profit 1s adjusted

to arnve at adjusted operating profit. We tested the completeness and accuracy
of restructuring costs including verifying that [AS 37 critena had been correctly
met and alsc that these costs were appropriately classified between the three
categories disclosed in the annual report. We also verified that the company's
accounting pohicy, including the treatment of all restructuning costs as adjusting,
was appropnately approved by the Audit Cornmittee.

We reviewed the annual report disclosure, including Impernal’s management
raticnale for inclusion, equal prominence with statutory measures and
transparency of the reconciliation of statutory measures to APM's.

Trade loading

we performed detailed, disaggregated analytical review to identify unusual trends
and inventory positions at all full and specific scope locations. Our procedures
focused on variances in receivable days and customners rebates/discounts at
period ends, which could represent inventory being pushed’ into the channel,

We reviewed external factors for ind:cators 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,

We ohtained third party confirmations of trade terms from customers to assess
far indicatars of trade loading, such as unusual sales pattens, rebates/discounts
or increased recevable days at period-ends.

We assessed the sufficiency of disclosure, in narrative repotting and mnvestar
presentations, of any :mpact of trade lcad:ng.

NGP net revenue

We understood the methodology applied by management in performing the
calculation of NGP net revenue and walked through the contrels over this process

We performed detailed testing, including consiceration of contradictory evidence,
to critically assess the key inputs o the calcuiation, inch:ding.

+ analysing the historical accuracy of forecasts to actual results to determine
whether forecast sales are reliable based on experience,

+ assessing the appropriateness of the Logista inventory holding penod relative
to that which would be used by a distributor on an arms-length terms;

« performing sensitivity analysis and evaluating the hikelihood of inputs
varying; and

+ reading the 'Net Revenue accounting policy in the Annual Report to assess the
adequacy of disclosure of how the metric is derived and why 1t iz used.
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Key observations communicated to the Audit Committee
We consider that restructuring costs and provisions have been accounted for and disclosed appropriately.

Fol:owing our procedures performed over trade loading, we did notdentify any matters requiring disclosure.

For NGP net revenue, we consider the accounting policy presented in the Annual Report and Accounts transparently discloses

how the APM is denived and why 1t is used.
Risk

Qur response to the risk

Carrying value of NGP intangible assets
(Impairment charge - 2021:
£N8 miltion, 2020: £27 million)

The rapid evolution of technology and
changes in consumer preferences in
the NGP category results in a risk that
intangible assets under development
become obsolete before they reach
cormnmercial production

There is also a risk that anticipated
performance may not be achieved for
assets that are being or are expected to
be used i the NGP category.

These circumstances could lead to an
impairment that has not been recognised
by managerment.

Carrying value of NGP intangibles

We understoed the methodelogy applied in management's impairment testing
and walked through the controls over the process.

For assets where there were indicators of impairment, such as paused or slowed
development activity, or were not yet being amortised, we critically assessed
management’s assertions and key input assurmnptions by:

+ assessing a sample of assets against the [AS 38 critena to determine
whether it remains appropriate to continue to hold these assets, focusing
on management's intention to bring assets into commerclal use;
aralysing the historical accuracy of forecasts to actual results to determine
whether forecast cash flows are reliahle hased on experience;

» in conjunction with our valuation specialists, assessing the discount rate
used by benchmarking it against market data and comparable organisations,
evaluating the growth rates assumed by comparison to industry forecasts;
performing sensitivity and reverse stress testing and evaluating the probability
of inputs varying; and,
assessing the integrity of maragement's value-in-use (VIU) model by
independently performing VIU calculations and comparing our outputs to
those prepared by managemert.

We evaluated the disclosures in the Annual Report for consistency with the
findings of aur audit procedures, including signposting the potential impact
of the strategic review.

The audit procedures performed to address this nisk were performed by the Group
audit team.

Key ohservations communicated to the Audit Committee
The change in NGP strategy has been rightly identified by management as an indicator of irpairment.

For NGP intangible assets, we ccnsider that the disclosure of the impairment charge in the Anrual Report 15 appropniate.
We are satisfied that the carrying value of NGP intangible assets 15 materia.ly correct.
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Risk

Our response to the risk

Uncertain tax positions (Provision for uncertain tax positions
- 2021: £306m, 2020: £273m)

The glcbal nature of the Group’s operations results in
complexities in the payment of and accounting for tax.

Management applies judgement in assessing tax exposures
n each jurisdiction, many of which require interpretation of
local tax laws.

Given this judgement, there is a risk that tax provisions
are misstated.

We understood.

+ the Group's process for determining the cormnpleteness
and measurement of provisions for tax,

+ the methodology for the calculation of the tax
charge, and

- management’s controls over tax reporting.

The Group audit team, including tax specialists,
evaluated the tax pesihions taken by management in
each significant junsdiction 1n the context of local tax
law, correspondence with tax authonties and the status
of any tax audits. Our assessment included censideraticn
of the past outcomne of comparahble cases and look-back
analysis on management's historic rates of successfully
defending tax positions. Our work utilised additional
support from country tax specialists in France, Germany,
Belgium, Spamn and the USA.

We assessed the Group's transfer pricing audgements,
considering the way in which we observed the Group's
businesses operating and the correspondence and
agreements reached with tax authorities. We develcped
our own independent range of potential provisions for
the Group's transfer pricing tax exposures, based on the
evidence we aobtained, and compared manacement's
provision to our range

We assessed whether the Group's disclosures, detailing
the year-end status of matenal open tax inquines,
adequately disclose relevant facts and circumstances
and potential labilities 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 observaticns communicated to the Audit Committee

Based on the procedures performed, we consider the amounts provided are reasonable. We consider the Croup's tax disclosures

are also approprate.

We conclude that the Group's approach to judgements for uncertain tax positions 1s balanced and that the approach in
calculating the transfer pricing provisions is reasonable based on our assessmment of the range of potential outcomes and the

latest status of tax audits.
Risk

Our response to the risk

Litigation
Refer to note 30 of the consohdated financial statements
‘contingent liabilities’

There are a number of cngoing legal cases in different junsdictions
relating tc competition, product liabihity, inteliectual property and
commercial litigation. Judgements are involved 1n determining
the likelihood of a probable outflow occurning from legal cases,
together with the estimate of the likely financial cost.

Given this Judgement, there 1s a risk that legal provisions are

misstated or that contingent liabilities are inadequately disclosed.

Specifically, our audit nsk relates to legal cases for which

the financial cost to the business could be mater:al, and any
cases which could indicate non-compliance with the legal

and regulatory frarneworks will: whicl the Group is required to

comply. The most notable judgments relate to the following cases

In the US, tobacco-related litigation 15 managed separately

by the Master Settlement Agreement ("MSA". The litigation
revalves around whether ITG Brands used "reasonable best
efforts” to join four Previously Settled States (‘PSS to make
settlement payments on certain US brands acquired in June 2015.

We assessed 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 recerding of a provision or disclosure of a
contingent liability.

We inspected Imperial’s litigation log and communications
to the Executive Leadership Team and met with Group
Finance, Group General Lega Counsel and the Group's
external legal counsel to discuss the deveiopments in
significant cases.

We requested, received and read letters received directly
frorm the management's externai legal counsel that
evaluated the current status of legal proceedings and
guarntified the estimate of any cconomie outflow arising
from settlement of the litigation For certain cases we
involved legal specialists ar met with external legal
counsel to further cur understanding and assess
potential cutcomes.
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Risk

Our response to the risk

Separately, the Group, and other companies in the tobacco
sector, are facing inquiries by competition authorities in a
number of markets. The Group is receiving legal advice in
relation to these matters. The accounts reflect the probability
of any outflow arising.

In 2020 the Company received a lawsuit under the Helms-Burton
legislation relating to its alleged use of property allegedly
confiscated by the Cuban state in the early 1960s. At the time

the company received the lawsuit, it was subject to the EU law
known as the EU Biocking Statute, which conflicts with the
Helms-Burton legislaticn and impacted how the company might
respond to the lawsuit, The company therefore ohtained a stay of
the lawsuit from the US Court so that it could seek authorisation
frorn he Euwopean Cunnuission to defend against the lawsuit

o, at a munimurn, to file and litigate a motion to dismiss. The

UK exited the European Union on 31 December 2020, prior to

any action by the European Commission on the Company's
apphcation for authaorisation, Following the UK's exit from the
Eurcpean Union, the Company's application to the European
Commussion became moot, but the EU Blocking Statute formed
part of EU law retained by the UK, giving rise to a continuing
conflict with the Helms-Burton legislation The Company
therefcre applied for and recelved authorisation from the UK
Department for Intematioral Trade in 2021 to allow it to file

and litigate a motion to dismiss the lawsult, The Company

has subsequently filed 1ts motion te dismiss with the US

Court. Consequently, management determined that an outflow
of resources 1s pcssivle and therefore disclosed this matteras a
contingent lizhility

in the UK, in late 2020 a claim was filed in the UK High Court
against the Company and five subsidiaries by a group of tobacco
farm workers The claim is unguantified The Group has not yet
been required to iile their defence. However, the Group intends to
defend the claim in full. Consequently, management determined
that an outflow of resources is possible and therefore disclosed
this matter as a contingent Liability

In Morocco, from 20085, 2 number of legal claims have been
brought against Société Marocaine Des Tabacs (SMT), a subsidiary
of a Group company, disputing a reduction to retirees’ pensions.
These cases have beenn the courts for several years The Group
was notified in the year that 36 cases were reviewed by the Cour
de Cassation (Supreme Court) and were decided against SMT,
and 1n favour of the retirees. SMT has not received the written
judgment of the Suprerne Court following this decision. All cases
decided by the Supreme Court are unquantified. Management
determined that an cutflow of resources is possible and therefore
disclosed this matter as a contingent liability.

Refer to the audit committee report (page 115); accounting policies
(note 1j; accounting estimates and judgements (note 2) of the
consolidated financizal statements.

We evaluated whether any of the fines levied or ongoing
litigation cases gave rige to evidence that there had
been instances of non-compliance with the relevant
laws and regulations.

We agsessed whether the Group's disclosures detailing
contingent liabilities and financial commitments
adequately disclose relevant facts and circumnstances
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 internal Legal Counsel and received responses from external lawyers, we consider that where an economic
outflow 1s probable management have appropriately booked a provision For those cases which we consider meet the critena
of a contingent liabhity we concluded that sufficient disclosure exists in the annual report to allow users to understand the full

range of exposures facing the company, where that 1s possible.

In the prior year, our auditor's report included the following key audit matters, which have not been included as key audit

matters for the current year audit:

+ "The impact of COVID-19 on the Group's going concern assessment”, In the current year, the effects of COVID-18 have not had
a pervasive Impact on the finanaial statements, mncluding the gomng concern assessment and other key areas of estimation

and judgement.

- "Sale of Premium Cigar division’. This key audit matter reiated to the application of judgement 1n determining the
appropriate accounting treatment for assets held far sale. The share sale completed on 29 Cctober 2020
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Our application of materiality

We apply the coneept of materiality in planning and performing the audit, in evaluating the effect of 1den‘ified misstatements
on the audit and in forming our audit opinion.

Materiality

The magnitude of an omission or misstatement that, individually or in the aggregate, could reasonably be expected to
mfluence the econornic decisions of the users of the financial statements. Materiality provides a basis for deterrmining the
nature and extent of our audit procedures.

We deteymined materiality for the Group to be £148 million (2020; £111 mullion), which is 5% (2020 5%) of protit hefore tax,
adjusted for one-off ga:n on disposal of subsidianes. We consider that this basis provides the most relevant performance
measure to the stakeholders of the Group

Starting basis + Profit before :ax — £3,238m
Adjustments + Adjust for profit on dieposal of subsidianes — £281m
Materiality - Total profit before tax, adjusted for one-off, non recurring items £2,957m

- Materiality of £148m (5% of materiality basis)

We determined materiality for the Parent Company to be £275 mullon (2020: £123 mullion), which 15 2% {2020: 2%) of net assets.
In performing our procedures, matenality was capped at the Group allocated materiality of £27 rmillion (2020 £25 rmullion).

Performance materiality

The application of materiality at the individual account or balance level It is set at an amount to reduce to an appropriately low
level the probahlity that the aggregate of uncorrected and undetected misstaterments exceeds matenalty.

On the basis of our risk assessments, together with our assessment of the Group’s overzll control envizonment, our judgement
was that performance materiality was 50% (2020: 50%) of our planning materiality, namely £74m (2020 £55m1). We have set
performance materiality a* this percentage due to the level of adjustments identified in the pricr penod.

Audit work at componert locations for the purpose of obtaining audit coverage over significant financial statement accounts
13 undertaken hased on a percentage of total performance matenality. The performarnce materiality set for each compaonent is
based on the relative scale and risk of the component to the Group as 2 whole and our assessmernt of the risk of misstatement
at that component. In the current year, the range of performar.ce materiality allocated to components was £7m to £39m (2020
£6m to £30m)

Reporting threshold
An amount below which 1dentified misstatements are considered as being clearly trivial.

We agread with the Audit Commuttee that we would report to them all uncorrected audit differences in excess of £7m
(2020 £5.5m), which 15 set at 5% of nlanning matenality, as well as differences helow that threshold that, in our view,
warranted reporting on qualitative grounds.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in
light of other relevant qualitative considerations in forming our opinion.

Other information

The other information comprises the information ncluded 1n the annual report set out oh pages 1 — 148, other than the
financial staternents and our auditor's repart thereon. The directors are responsible for the other informatior contained
within the annual report.

Our opimon on the financial staterments does not cover the other information and, except to the extent otherwise explicitly
stated in this report, we do not express any form of assurance conclusion thereon,

QOur responsibility 1s to read tne other information and, in doing so, consider whether the other information 1s matenally
inconsistent with the financial statements or our knowledge obtained n the course of the audit, or otherwise appears to be
materially misstated. If we identify such matenal incons:stencies or apparent matenal misstatements, we are required to
determine whether there 15 a material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a matenal misstatement of the other information, we are required to report that fact.

We have nothing to report 1n this regard
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Opinions on other matters prescribed by the Companies Act 2006

In our opinion, the part of the directors’ remuneration report to be audited has been properly prepared in accordance wilh the
Companies Act 2006.

In our opinian, 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 been prepared in accordance with applicable legal requirements

Matters on which we are required to report by exception

In the light of the knowledge ard understanding of the Group and the parent company and its envircnment obtained in the
course of the audit, we have not identified matenial misstatements in the strategic report ar the directors' report.

We have nothing to report in respect of the following miatters in relation to which the Companies Act 2006 requires us to report
to you if, in our cpinion:

adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been
recelved from hranches not visited by us, or

+ the parent company financial staternents and the part of the Directors' Remuneration Report to be audited are not in
agreement with the accounting records and returns; or
certain disclosures of directors' remuneration specified by law are not made, or

+ we have not recerved all the information and explanations we require for our audit

Corporate Governance Statement

The Listing Rules require us to review the directors' statement in relation to going concern, ionger-term viability and that
part of the Corporate Governance Statement relating to the Group and company's compliance w:th the provisions of the
UK Corporate Governance Code specified for our review.

Rased on the work undertaken as part of our audit, we have conciuded that each of the following elements of the Corporate
Governance Statement is materially consistent with the financial staternents or our knowledge obtained during the audit:

Directors’ staternent with reqgards to the appropriateness of adopting the going concern basis of accounting and any material
uncertainties identified set cut on page 106;
Directors' explanation as tcits assessment of the company’'s prospects, the period this assessment covers and why the
period 1s appropriate set gt on pages 92 to 93;
Directors' statement an fair, balanced and understandable set out on page 106;
Board's canfirmation that it has carried out a robust assessment of the emerging and principal risks set out on pages 82 to 91,
The section of the annual report that descrnbes the review of effectiveness of rnisk management and internal control systems
set out on pages 80 to 81, and;

+ The section descnbing the work of the audit committee set out on pages 111 to 113

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 146, the directars are responsible for

the preparation of the financial statements and for being satisfied that they give a true and fair view, and far such 1nternal
control s the directors determine is necessary to enable the preparation of financizl 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 concern end using the going concern basis of
accounting uniess the directors either intend to hquidate the Group or the parent company or to cease gperations, or have no
realistic alterrative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonahble assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditar's report that includes our opinion. Reascnable assurance
is a high level of agsurance, but 1s not a guarantee that an audit conducted in accordance with 1SAs (UK) will always detecta
materia: misstatement when 1t exists. Misstaternents can arise from fraud or error and are considered matenal if, individuady
or in the aggregate, they could reasanably be expected to influence the economic decisions of users taken on the basts of these
financial statements.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS
OF IMPERIAL BRANDS PLC - CONTINUED

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures :n ine 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 nsk of not detecting one resulting from error, as fraud may involve deliberate concealment by,
for example, forgery or intentional misrepresentations, or through collusion.

The extent to which our procedures are capahle of detecting uregularities, 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.

Cur appreach was as fellows:

+ We obtamed an understanding of the legal and regulatory framewaorks that are applicable tc the Group and determined
that the most significant are framewaorks which are directly relevant to specific assertions in the financial statements are
those that relate to the reporting framework (International Accounting Standards in conformity with the requirernents of
the Companias Act 2006 and Internatinnal Finanmal Reporting Standards adopted pursuant to Regulation (EC) Ne.1506/2002
as it applies in the Buropean Unlon, United Kingdom Generally Accepted Accounting Practice, the Companies act 2006
and the UK Corporate Governance Code) and the relevant tax laws and requlations in the jurisdictions in which the Group
operates. In addition, we concluded that there are certain significant laws and reguiations which may have an effect on
the determination of the amounts and disclosures 1n the financial statements being the Listing Rules of the UK Listing
Authority, and those laws and requiations relating to health and safety, employee matters and country-specific requlations
on tobacco control.

We understood how the Group is complying with those frameworks by making enquiries of management, internal audit,
those responsible for legal and compliance procedures and the company secretary. We corroborated our enguiries through
our review of hoard minutes, papers provided to the Audit Committes and attendance at meetings of the Audit Commuttee,
as well as consideration of the results of our audit procedures across the Group.

+ We assessed the susceptibil:ty of the Group's financial statements to material misstatement, 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 reporting 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 earnings or influence the perceptions of analysts. We considered the
programmes and controls that the Group has established to address nisks identified, or that ctherwise prevent, deter and detect
fraud; and how senior management monitors those programs and contrals. Where the nsk was considered to be higner, we
performed audit procedures 1o address each 1dentified fraud nsk. These procedures included testing manual journals and
were designed to provide reasonable assurance that the financial staternents were free from fraud or error

+ Based on this understanding we designed our audit procedures to 1dentify non-compliance with such laws and regulations
Our procedures invo.ved enquines of Group management, those chargec with governance and legal caunsel, as well as
journal entry testing, with a focus on manual ccnsolidation journals and journals indicating significant or unusuai transactions
based on our understanding of the husiness Through our testing we challenged the assumptions and judgements made
by management in respect of sigmficant one-off transactions i the financial year and significant accounting estimates as
referred to in the key audit matters section above. At a component level, our full and specific scope component audit team's
procedures included enquiries of component managerment, journal 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 processes to assist in 1dentifying higher risk transactions for testing

+ Where we identified potential non-compliance with laws and regulations, we developed an appropriate audit response
and communicated directly with components impacted. Qur procedures involved understanding the process and contrals
to identify non-cornpliarice, inquiring of internal and external legal 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 spectalists to support us in concluding on the matters identified.

A further descnption of our respensibilities for the audit of the financial statements 1s located on the Financial Reporting
Council's website at https//www fre.org uk/auditorsresponsibilities. This descripticn forms part of our auditor's report.

158 IMPERIAL BRANDS { ANNUAL REPORT AND ACCOUNTS 2021



Other matters we are required to address

» Following the recommendation of the Audit Committee, we signed an engagement letier on 15 Jdtiudry 2020, We were
appointed by the sharehelders at the AGM on § February 2020 to audit the financial staternents for the year ending
30 September 2020 and subsequent financial penods.

The pened of total uninternipted engagement imcluding previous renewals and reappointments is two years, covering the
years ending 2020 to 2021

+ The audit opinicn is consistent with the additional report to the audit committee

Use of our report

This report is made solely to the comnpany's members, as a hody, in accordance with Chapter 3 of Part 16 of the Companlies Act
2006. Our audit work has been undertaken so that we might state to the company's members those miatters we are required to
state to them n an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to 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.

Buagt & fourg L1F

ANDREW WALTON (SENIOR STATUTORY AUDITOR)
FOR AND ON BEHALF CF ERNST & YOUNG LLP, STATUTORY AUDITOR

London
15 Novernber 2021
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CONSOLIDATED INCOME STATEMENT
for the year ended 30 September 2021

£ millian unless atherwise indicated Nates 2020 2020
Revenue 3 32791 32,562
Duty and similar items (16,229) 15962)
Other cost of sales (10535) (10,4209
Cost of sales (26,764) (26382}
Gross profit 6,027 6,180
Distribution, advertising and selling costs (218) (2329
| Acquisttion and dispesal costs an (26)
Profit on disposal of subs:dianes T 11 281 -
Armortieation and impairment of acguired intanmbles 12/15 (450) 1523)
Excise tax provision a 1 20
Fair value adjustment of loan receivable 15 62)
Restructuring ansts 5 257 {205)
Cther expenses (336) (324)
Adminsstrative and other expenses (763} {L120)
Operating profit 4 3146 2,731
Investment imcome 1,060 770
Finance costs @7m9) (1,380)
Net finance income/{costs) [¢] 81 {610}
Share of protit of investments accounted for using the equuty method 15 n 45
Profit before tax 4 3238 2166
Tax 8 (321 (608)
Profit for the year 2,807 1558
Attributable to.
Cwrners of the parent - - 7777@ 1495
Non-controlling interests T3 53
Earnings per ordinary share (pance)
— Basic 1c 2999 1583
- Diluted 10 2991 1581
CONSOLIDATED STATEMENT OF COMPRERENSIVE INCOME
for the year ended 30 September 2021
£ million Motes 2021 2020
Profit for the year 2907 1558
Cther comprehensive income
Exchange movements {680) 151
Exchange movernen:s recycled to profit and loss upon disposal of subsidianes 1 (337 -
Current tax on hedge of net mvestments ard gquasl-equity foans I (105_) [pLe)]
Deferred tax on hedge of netinvestments and guas:-equity loans (12) (80)
Iterns that may be reclassified to profit and loss (1134 51
WNet actuarial gains on retirement benefits 24 41 277
Current tax relating to net actuarzal gaing on retirement benefits 2 -
Deferred tax relating to net actuanal gains on retizement benefts (21 183
Iterns that wil not ke reclassified to profit and loss 2 224
Other comprehensive (loss)/income for the year, net of tax (L112) 285
Total comprehensive income for the year 1,795 1843
Attributable to.
Cwmers of the parent - 1761 1762
Non-conirolling interests 34 81
Total comprehensive income for the year 1,795 1843
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CONSOLIDATED BALANCE SHEET

at 30 Septernber
£ million Kotes 2021 2020
Non-current assets
mtangible assets - v 16674 18,160
wgiy‘ plart and equipiment o _ - o 13 1715 1899
Right of use assets 14 242 293
Investments accoun’ed *or using the equity method 15 88 . 17
Retrement benefit assets ) 24 1045 94C7.
Trade and other recervahles - - 7 62 57
Dervative tinanmal instrments T 2122 391 813
@ & tax assets B N T 23 564 381
State aid rax recoverabls - ] g 101 -
L 20883 22,660
Current assets
ﬁ}ntﬂnes o o 16 3834 4406%
Tgi:;l other recevables ) _ 17 2749 2638
Current tax asse’s - 3 a 234 206
Casn and rash et;uwaler-l-rs T 13 1287 LE26
Denvanve financial instruments ) j 2122 68 =)
Curtent assets held for digposal - T a5 1,062
8207 9,650
Total assets 29,090 32310
G  Liabiliti
Eowmqs o 20 Q7 (1,44‘27
@vatlve fnanoal mstraments B _ 21722 (?2) (41)
Lease Labhines - 21 Ly ) (64)
Trade and other payables T 19 . {9,105) (10.170)
Curgent tax abilines h ) 8 (253) {350)
Provisions 25 (188) (2200
Currert habilities held for disposal o 1 {35 138}
. (10,808) (12,325)
Non-current lishilities
Rotowngs - 20 (8715) 10,2110
Delvative inancial mshuments 2722 (984) {1641)
E@e Labihhes T - 20421 (194) (235)
Trade and other payables i L B ICH U] 5
Deferred tax habilities - 23 1037 (924}
Retiretnent benefit iabilities - 24 {1199) (1.256)
PIovisions 25 (206) {196;
(12.342) (14.467)
Total liabilities (23150) [26,792)
Net aasets 5,940 5518
Equity —
Share capital 26 103 103
Share premium anc capral redemption - e 5837 5837
Betained ear r-nngs (788) (2.364)
Exchange translation reserve 200 1295
Equity attributahle to owners of the parent - 5352 4871
Not-conzrolling mterests T 588 B47
Total equity 5340 5518
The financial statemerts on pages 160 to 234 were approved by the Board of Directors on 18 November 2021 and signed on ts
behalf by ~TT W
[ |/ !
ﬁ W M K’I&/ ll'Ll QJ\ o i ’
THERESE ESPERDY LUKAS PARAVICINI
CHAIFMAN DIRECTOR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 30 September 2021

Share Equity
premium Exchange  attributable Man-
Share and capital Retainad translation  to owners of controlling Tatal

€ million capital redemption earnings reserve the parent interests aquity
At 10ctober 2020 103 5837 (2,364) 1295 4871 647 5518
Profit for the year T - - 2,834 - 2mm 7 2,907
Exchange movements on retranslation of net assets - - - (1,034) (L,034) (39) (L073)
Exchange meovements on net investrment hedges - - - 476 476 - 476
Exchange movernents on quasrequaty- loans - - - (83 83 — -(33)
Exchange movements recycled to profitand loss

upon disposal of subsicharies - - - @E3n (330 - (337)
Current tax on hedgs of net investments and

quasi-equity leans - - - (105) (108) - (105)
Deferred tax hedge of net investments and

quast-equity loans - - — 12 (2 - (12)
Netactuanal gains on retirement benefits - - 41 - 41 - 41
Current tax relating to net actuarial gains on

retirement benefits - - 2 - 2 - 2
Deferred tax relating to net actuanal gains on

retirernent benefits - - @) = 2 - @)
Other cornprehensive income - - 22 (L095) (LO73) (39) (1L12)
Total comprehensive income - - 2,856 (1,095) 1,761 34 1795
Transactions with owners

Costs of emplayees’ services compensated by

share schemes - - 25 - 25 - 25
Dividends paid - - (1,305) - (1,305) 93) (1398)
At 30 September 2021 103 5837 (788) 200 5352 588 55940
At 10ctober 2019 1C3 5837 [2,255) 1252, 4537 647 5584
Profit for the year - - 1495 - 1495 &3 1558
Exchange movements on retranslation of net asgets - - - (130) {13C) 18 2
Exchange movements on net investment hedges - - - 12 12 - 12
Exchange movements on quasi-equity loans - 251 251 - 251
Current tax on quasi-equity loans - - - {10y 110) - (1‘35
Deferred tax on quasl-equity loans - - - (80) (BO) - 80
Net actuarial gains on retirement benefits - - 277 - 277 - 277
Deferred tax relating to net actuanal losses on

retirement benefits - - (53) 53) - (53
Other comprehensive income - - 224 43 267 18 285
Total comprehensive income - - 1719 43 1762 81 1843
Transactions with owners
Costs of employees’ services compensated by
share schemes - - 20 - 20 - 20
Current tax on share-based payments - - 1 - 1 - 1
Repurchase of shares - - @z - 82 - {92)
Changes \n non-controlling 1nterests (note 12) - - JEN - {4) 4 -
Dividends paid - (1753) - (1753) (85) 11838,
At 30 Septembey 2020 103 3837 (2364) 1295 4871 647 5518

162 IMPERIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021




CONSOLIDATED CASH FLOW STATEMENT

for the year ended 30 Septernber 2021

£ million 2021 2020
Cash flows from operating activities
Operating profit 3,146 2731
Dividends recelved from mnvestments accounted for under the equity method 4 43
Depreciation, amortisation and impairment 815 910
Profit on disposal of nen-current assets 2 [2)
Profit on disposal of subsidiary (281) -
Fost-ernplovment benefits 83 {28)
Costs of employees' services compensated by share schemes 25 20
Fair value adjustment of loan receivable {15 63
Movement i provisions 18 (121}
Operating cash flows befare movement in working capital 3551 3556
Decrease in inventories 70 67
(Increase)/decrease i trade and other recetvables (200) 241
(Decrease)/increase in trade and other payables (533) 734
Movement in working capital (664) 1042
Tax paid (820) (568)
Net cash flows generated from operating activities 2167 4,030
Cash flows from investing activities
Interest received 15 9
Loan to third pares - 3)
Proceeds from the sale of non-current assets 50 28
Net proceeds from sale of subsidianes (note 11) B4S -
Depostt recerved from sale of asset held for sale - 83
Purchase of non-current assets (200) (302)
Purchase of brands and operations (note 12) - (146!
Net cash used in investing activities 710 [331)
Cash flows from financing activities
Interest paid (415) [426)
Lease habilities paid o (69} 7
Increase m barrowings 858 1,240
Repaymment of borrowngs (2.224) (3056)
Cash flows relating to denvative financial instruments 41 23
Repurchase of shares — 92}
Dividends paid to non-controlling interests (93) (85)
Dividends paid te owners of the parent (1305) {1,753)
Net cash used in financing activities (3207 (4210
Net decrease in cash and cash equivalents (330) 61y
Cash and cash equivalents at start of year 1626 2286
Effect of foreign exchange rates on cash and cash equuvalerts ) 13
Transferred to held for d:sposal (ncte 11) - (62}
Cash and cash equivalents at end of year 1287 1626
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NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

BASIS OF PREPARATION

The consolidated financial statements have been prepared in accordance with Intemational Accounting Standards in conformity
with the requirements of the Companies Act 2006 and International Financial Reporting Standards adopted pursuant to Regulation
(EC) No.1606/2002 as it applies in the European Union

The financial staternents have been prepared under the histoncal cost convention except where fair value measurement is required
under IFRS as described below in the accounting policies on financial instruments, and on a going concern basis.

BASIS FOR GOING CONCERN

The financial statements have been prepared under the histonical cost convention except where fair value measurement is required
under [FRS as described below 1n the accounting policies on financial instruments, and on a going concern basis. The Group's policy
ts to ensure that we always have sufficient capital markets funding and committed bank facilities in place to meet foreseeable peak
borrowing requirernents

The Directors recognise that the current environment brings uncertainty due to the COVID-19 pandemic; however, over the last
18 months, the Group has effectively managed cperations across the world, and has proved it has an established mechanism to
operate efficiently despite the uncertainty. The Directors consider that a one-off discrete event with immediate cash outflow is of
greater concernt to short term liquidity than any effect from the on-going CCVID-19 pandemic.

The Directors have assessed the principal nsks of the business, including stress testing a range of differert scenarios that may affect
the business These included seenanoes which examined the implications of.

» A one-off discrete event resulting in ummediate cash cutflow such as accelerated duty and tax payments of circa £600 million
or non-receipt of the Premium Cigar Division (PCD) deferred consideration of circa £60 million.

A rapid and lasting deterioration to the Group's profitability because markets become closed to tobacco products or there are
sustained failures to our tobacco manufacturing and supply chains These assumed a permanent reduction i profitability of
(S percent frorm 1 January 2022,

+ The additional impact of potential bad debt risks arising from a recession of circa £170 mullion.

« The withdrawal of facilities that provide receivables factoring of circa £670 million.

The scenario planning also considered mitigating actions including reductions to capital expenditure and dividend payments
There are additioneal acticns that were not modelled but could be taken including other cost mitigations such as staff redundancies,
retrenchment of leases, and discussions with lenders about capital structure

Urnder a worst-case scenarnio, where the largest envisaged downside scenarios all take place at the same tume the Group would

have sufficient headroom until February 2022 The Group beheves this worst-case scenarno to be lughly unlikely given the relatively
small impact on our trading performeance and bad debt levels during the CCVID-19 pandemic. In addition, the group has a nurnber of
additional mitigating acticns available that could be implemented should such a scerano anse.

Based on the review of future cash tlows covering the period through to March 2023, and having assessed the principal risks facing
the Group, the Beard is of the opinion that the Group as a whole and Impenal Brands PLC have adequate resources to meet thelr
operational needs from the date of this Report through to 31 March 2023 and concludes that it is appropriate to prepare the financial
statements on a going concern basis.

The preparation of the consolidated financial statements requires management to make estirnates and assumptions that affect the
reperted amounts of revenues and expenses during the period and of assets, liabilities and contingent liabilities at the balance sheet
date. The key estimates and assurnptions are set out in rnote 2 Critical Accounting Estimates and Judgements. Such estimates and
assumpticns are based on historical experience and various other factors that are believed to be reasonable in the circumstances
ard constitute management's best judgement at the date of the financial statements In the future, actual experience may deviate
from these estirnates and judgements, This could affect future financial statements as the criginal estimates and judgements are
modified, as appropriate, in the year in which the circumstances change

Imperial Brands PLC (the Company) provides guarantees to a number of subsicharies under section 4794 of the Companies Act 2006,
whereby the subsidiaries, incorporated 1n the UK and Ireland, are exempt from the requirements of the Act relating to the audit of
indrvidual accounts for the financial year ending 30 Septernber 2021 See note VII Guarantees of the Imperial Brands Ple financial
statements for further detzails

The principal accounting policies, which have been applied consistently other than where new policies (detziled below) have been
adopted, are set out below.
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BASIS OF CONSOLIDATION

The consolidated financial staterments compnse the results of the Company, a public company limited by shares, incorporated
in England and Wales, and its subsidiary undertakings, together with the Group's share of the results of its associates and joint
arrangements The Company's registered number is 3236483 and its registered address is 121 Winterstoke Road, Bristol, BS3 Z2LL.

Subsidiaries are those entities controlled by the Group. Control exists when the Group 1s exposed 1o, or has the nghts to, varieble
retums from its mvolvement with the entity and has the ability to affect those retumns through its power over the entity The
financial staternents of subsidiaries are included in the consolidated financial statements from the date that control commences
until the date that control ceases. Where necessary, accounting policies of subsidiaries are changed to ensure consistency with the
policies adopted by the Group.

The acquisition method of accounting 15 used to acoount for the purchase of subsidiaries. The excess of the value transferred to the
seller in return for control of the acquired business together with the fair value of any previcusly held equity interest in that business
over the Group's share of the fair value of the identifiable net assets 1s recorded as goodwill.

Intragroup transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised losses
are algo eliminated unless costs cannot be recovered

JOINT VENTURES

The Group applies IFRS 11 to gll joint arrangements Under IFRS 11 investments in joint arrangements are classified as either

Joint operations or joint ventures depending on the contractual nghts and obligations of each investor. The Group has assessed
the nature of its joint arrangements and determined them to be joint ventures. The financial statements of joint ventures are
included in the Group firancial statements using the equity accounting method, with the Group's share of net assets included as

a single line item entitled ‘Investments accounted for using the equity method' In the same way, the Group's share of earnings is
preserited in the consclidated income staternent below operating profit entitled ‘Share of profit of investments accounted for using
the equity method’

FOREIGN CURRENCY

Items included in the financial statements of each Group company are measured using the currency of the pnmary econemic
environment in which the company operates (the functior.al currency)

The income and cash flow staterments of Group companies using non-sterhng functional currencies are translated to sterling {the
Group's presentational currency} at average rates of exchance in each peniod Assets and liabilities of these companies are translated
at rates of exchange raling at the balance sheet date The cifferences between retained profits and losses translated at average and
closing rates are taken to reserves as are differences arising on the retranslation of the net assets at the beginning of the year

Transactions i currencies other than a company’s functional currency are initially recorded at the exchange rate ruling at the date
of the transaction. Foreign exchange gains and losses resulting from the settlement of such transactions and {from the translation at
exchange rates ruling at the balance sheet date of monetary assets and Liabilities denominated in foreign currencies are recognised
n the conselidated income statement with exchange differences arising on trading transactions being reparted in operating profit,
and those arising on financing transactions being reported in net finance costs unless as a result of net investment hedging they are
reported m other comprehensive income.

The Group designates as net investment hedges certain external borrowings and derivatives up to the value of the net assets of
Group companies that use non-sterling functional currencies after deducting permanent intercornpany loans Gains or losses on
these hedges that are regarded as highly effective are transferred to other comprehensive incorne, where they offset gains or losses
on translation of the net nvestments that are recorded in equity. in the exchange translation reserve.

The Group's financial results are principally exposed to euro and US dollar exchange rates, which are detailed in the table below.

2021 020
Foreign exchange rate versus GBP Clasing rate  Average rate Closing -ate Average rate
Eura L1621 11451 10560 11393
US Daollar 13456 13680 12832 12753
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

REVENUE RECOGNITION

For the Tobacco & Next Generation Products (Tobacco & NGP) business, Revenue cormnpriges the invoiced value for the sale of goods
net of sales taxes, rebates and discounts. Revenue is based on the completion of perforrnarnice obligations that constitute the delivery
of gocds. The performance obligation is recognised as complete at the point in time when a Group company has delivered products
to the customet, the customer has accepted the products and collectaihty of the related receivables is reasonably assured The
distribution business alsc recognises revenue associated with logistics services, recognised on the basis of the invoiced value for
the provision of these services net of sales taxes, rebates and discounts. The performarice obligations associated with distnbution
services, which include fees for distributing certain third party products, are linked to the successful distribution of products

for customers.

The Group recegnises incorne arising from the licensing of intellectual property, occurnng in the ordmary course of business, which
1s treated as revenue, Licensing revenue will be recognised over the period of the hicence The licences granted are distinct from other
promiseain the contract.

Fer the Distribution business, revenue comprises the invciced value for the sale of goods and services net of sales taxes, rebates and
discounts when goods have heen 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 comrission agent. Distribution and marketing
cornmissions are included in revenue, Revenue 1s recognised on products on consignment when these are sold 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 Indirect customers are other entities within the supply chain

to the end consumer. Rebates and discounts are deducted from Reverue Where the contract with customers has an entitlernent

to vanable consideration due to the existence of retrospective rebates and discounts, revenue is estimated based or: the amount of
consideration expected to be received. This estimation is a determination of the most likely amount to be received using all known
factors including histonic expenience Typically there is a high degree of certamty over the amount of retrospective rebates/discounts
paid due to relatively low year on year variations in the volume and pattem of product sales As the provision of distribution services
typically involves product delivery tasks undertaken in & short peried of time, revenue and any asscciated rebates and discounts
relating to these services do not normally span an accounting year end

Payrents 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 associated revenues (L e excluded from revenues reported n the
Group's consolidated income statement).

DUTY AND SIMILAR ITEMS

Duty and similar items includes duty and levies having the characteristics of duty. In countries where dutyis a production tax, duty
15 inchuded in Revenue and in Cost of sales in the consolidated income statement. Duty is regarded as a sales tax and excluded from
revenue where,

« duty becomes payable to the tax authonty when the goods are sold;
« there 1s an obligation to change the sales price when: a change in the rate of duty is imposed; and
« there is a requirement to identify the duty separately on sales informaton such as invoices.

Payments made in the USA under the Master Settlement Agreement are recognised in other cast of sales, for further disclosure see
note 30 contingent liahilities.

TAXES

Current tax 1s the expected tax payable on the taxable income for the year using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustments to tax payable in respect of previous years

Uncertain tax positions are assessed and measured on an issue by 1ssue basis within the jurisdichions that we operate using
management’s estimate of the most likely outcome Where management detenmines that a greater than 50% probahility exists
that the tax authonties would accept the position taken in the tax return, amounts are recognised in the consolidated financial
staternents on that basis Where the amount of tax payable or recoverable 1s urcertain, the Group recognises a lhability or asset
based on either management's udgement of the most likely outcome, or. when there 15 a wide range of possible cutcomes, a
probability weighted average approach The Group recognises interest on late paid taxes as part of financing cests, The Group
Trecognises penalties, if applicable, as part of adrmnistrative and other expenses.

Deferred tax is provided in full on temporary differences between the carrying amount of assets and liabilities in the financial
staternents and the tax base, except if it arises from the nitial recognition of ar: asset or liability ina transaction, cther than
abusiress cornbination, that at the time of the transaction affects neither acecunting nor taxable profit or loss Deferred tax

is provided on temporary differences arising or investments 1n subsidiaries, except where the timing of the reversal of the
temporary difference 1s controlled by the Group and it 18 probable that the temporary difference will not reverse in the foreseezble
future Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against
which the assets can be realised. Deferred tax 1s 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 liability is settled or the deferred tax asset is 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.
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INTANGIBLE ASSETS - GOODWILL

Goodwill represents the excess of value transferred tc the seller in 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 identifiable net assets

Goodwill s tested at least annually for impairment and carned at cost less accumulated impainment losses. Any impairment is
recognised immediately m the consolidated income statement and cannot be subsequently reversed If any negative goodwill
arises this is recognised immediately in the income statement For the purpose of impatrment 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 nitially recogrised 1n the consolidated balance sheet at historical cest unless they are acquired as part
of abusiness combination, in which case they are initially recogrsed at fair value, They are shown In the balance sheet at historical
cost less accurnulated amertisation and impairment. The Group does not operate 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 rights,

acquired customer relationships and computer software. The Davidoff cigarette trademark and some prernium cigar trademarks
are considered by the Directors to have indefinite lives based on the fact that they are established intemational brands with global
potential. Trademarks with indefinite lives are not amartised but are reviewed annually for impairment. The carrying vahue of
Davidoff is subject to an annual impairment review under the requurernents of IAS 36 as the Group does not currently foresee a it
to the perlod over which the asset is expected to generate net cash inflows. The most recent assessment indicates that the carrying
value is not iImpaired.

Intellectual property (ncluding trademarks), preduct development, supply agreements (including customer relationships) and
cormnputer software are amortised over their estimated useful lives as follows.

Intellectual property 5 —3Cyears strawght line
Supply agrestments 3-15years strawght line
Software 3 - 10 years straght kne
Product developrent 3—10 years strawght line

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are recognised in the consclidated balance sheet at historical cost or at their initial fair value where
they are acquited as part of an acquisition, subject to depreciation ar impairment. The Group does rot operate a revaluation. model
and therefore assets are not subject to ongoing revaluations.

Land 15 not depreciated. Depreciation 1s provided on ather property, plant and eqiipment so as to write down the initial cost of each
asset to 1ts residual value over its estimated useful life as follows.

Property up to 50 years straught line
Flant and equipment 2 —20years strawght linesreducing balance:
Fixtures and motor vehicles Z—15years straight ine

The assets' residual values and useful lives are reviewed and, if appropnate, 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
medel, which are expected to be sold via a non-recourse factoring arrangement are separately classified as fair value through profit
or loss, within trade and other recervables.

The calculation of impairment provisions is subject to an expected credit loss miodel, involving a prediction of future credit losses
based on past loss pattemns. The revised approach involves the recognition of provisions relating to potential future impairments,
in addition to impairments that have already accurred. The expected credit loss approach invelves modelling of historic loss rates,
and consideration of the leve] of future credit risk. Expected logs rates are then applied to the gross receivables balance to calculate
the impairment provision.

Cash and cash equivalents include cash in hand and deposits held on call, together with other short-terrn highly liquid investments.

The Group transacts derivative financial instruments to manage the urderlying exposure to foreigr exchange and interest rate
tisks The Group does not transact derivative financial mstruments for trading purposes. Denvative financial instruments are
Initialty recorded at fair value plus any directly atiributable transaction costs, Derivative financial assets and liabilities are ncluded
in the consclidated halance sheet at fair value, ard include accrued interest receivable and payable where relevant, However, as the
Group has decided (as perrmitted under TFRS 9) niot to cash flow or fair value hedge account for its denvative financial instruments,
changes in fair values are recognised 1 the consolidated incormne statement in the period in which they anse unless the derivative
qualifies and has been designated as a net investment hedging instrument in which case the changes 1n fair values, attributable to
foreign exchange, are recognised in other comprehensive income

Collateral transferred under the terms and conditions of collateral appendix documents in respect of certain denvatives are netted
off the carrying value of those derivatives in the consolidated balance sheet,
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NOTES TO THE FINANCIAL STATEMENTS -~ CONTINUED

RIGHT OF USE ASSETS

The Group has lease contracts relating to property and other assets (which predominantly relates to motor vehicles).

The Group recognises right of use assets, at the commencement date of the lease {i.e. the date the underlying asset is avalable

for use). Right of use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any
rerneasurerment of lease liabilities. The cost of right of use assets includes the amount of lease habilities recognised, initial direct
costs incurred, and lease payments made at or before the commmencement 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 recognised right of use assets
are depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term Right of use assets are subject
to impalrmerit.

LEASE LIABILITIES

At the commencement date of the lease, the Group recognises lease lighilities measured at the present value of lease payrments to e
rmade over the lease term. The lease payments include fixed payments less any lease incentives recelvable, vanable lease payments
which depend on an index or a rate, and amounts expected to be paid under residual value guarantees Lease payments include the
exercise of purchase options if determined reasonably certain to be exercised and termination payments if the lease term reflects
the exercise of an option to terrninate.

In calculating the present value of lease payments, the Group uses the incremer.tal borrowing rate, defired as the rate of interest
that a lessee would have to pay to borrow over a similar term, and with a sirnilar security, the funds necessary to obtain an asset

of a sirmilar value to the nght of use asset in a similar economic environment, at the lease commencement date if the interest

rate irnplicit in the lease 1s not readily determinahble. After the commencement date, the arnount of lease habilities 1s increased to
reflect the accumulation of interest and reduced for the lease payments made In addition, the carrying amount of lease habilities1s
remeasured if there is atnodification, & change in the lease termn, a change in the in-substance fixed lease payments cr a 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
terrn in cost of sales or distribution, advertising 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 [FRS 16 These include;

+ the exclusion of leases where the lease term ends within 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 US$5,000.

IFRS 16 was applied using the modifted retrospective method, to contracts that were previcusly 1dentified as operating leases in
accordance with [AS 17 and IFRIC 4. The Group has elected to,

» apply hindsight in determining the lease term if the contract contains options to extend or terminate the lease;
« exclude initial direct costs from the measurement of the right of use asset, and
+ use a single discount rate 1o a portfolic of leases with reasonably similar characteristics

These elections were only applied on transition to IFRS 16 and have not been applied to new leases following adoption of
the standard

INVENTORIES

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the first in first cut (FIFC) method.

The cost of finished goeds and work in progress comprises raw materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity) Net realisable value 1s the estimated selling price in the ordinary course of business,
less the estimated costs of completion and selling expenses Inventory 1s considered for ohsolescence or other impairment 15sues
and an associated provision is booked where necessary

Leaf tobacco inventory which has an operating cycle that exceeds 12 months 1s classified as a current asset, consistent with
recognised industry practice.

PROVISIONS

A provision is recognised in the consolidated balance sheet when the Group has a legal or constructive obligation: as aresult of a
past event, it is more likely than not that an cutflow of resources will be required to gettle that ebligation, and a relizble estimate of
the amount can be made.

A provision for restructuring is recognised when the Group has approved a detailed formal restructuring plan, and the restructurirg
has erther commenced or has been publicly announced, and 1t s more likely than ot that the plan will be implemented, and the
armount required to settle any obligations ansing can be reliably estimated. Future operating losses are not provided for,

Where there are a number of similar obligations, the likelihood that an cutflow will be required in settlernent is determined by
considenng the class of obligations as a whole, A provision 1s recognised even if the likelihood of an outflow with respect toany
one item included in the sarne class of obligations may be small.
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ASSETS HELD FOR SALE

Assets held for sale arise cnce a disposal process has advanced sufficiently to meet the requiremnents of IFRS 5. Assets identified
as held for sale are considered for impalment of their carrying value against expected proceeds The assets and habilities are
presented separately on the balance sheet as assets held for disposal and habilities held for disposal.

CONTINGENT LIABILITIES

Contingent liahilities are possible obligations that arise from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or rmore uncertam future events, not wholly within the control of the Group. Contingent
lizbilities are not recogmsed, only disclosed, unless the possibility of a future outflow of resources is considered remote, or where
a disclosure would sericusly prejudice the position of the Group

RETIREMENT BENEFIT SCHEMES

For defined benefit schemes, the amount recogrised in the conschdated balance sheet is the difference between the present
value of the defined beneflt obligation at the balance sheet date and the fair value of the scheme assets to the extent that they
are demonstrably recoverable either by refund or a reduction in future constnbutions. The defined benefit obligation 13 calculated
annually by independent actuaries using the projected unit credit method. The presert value of the defined benefit obligation

ia determined by discounting the estimated future cash flows using interest rates of high quality corporate bonds that are
denominated in the currency in which the benefits will be paid, and that have terms to maturity approxirnating to the tenns

of the related persion cbligation.

The service cost of providing retirement benefits to employees during the year 1s charged to operating profit. Past service costs are
recognised immediately in operating profit, unless the changes to the pension plar are conditicnal on the employees remaining in
service for a specified period of time

All actuarial gans and logses, including differences between actuzl and expected returns on assets and differences that anse as a
result of changes in actuarial assumptions, are recogmsed immediately in full in the staternent of comprehensive income for the
perod i which they anse An interest charge 1s made in the income statement by applying the rate used to discount the defined
benefit obligations to the net defined henefit hatiity of the schemes.

For defined contnbution schemes, contributions are recegrised as an employee benefit expense when they are due.

SHARE-BASED PAYMENTS

The Group applies the requirements of IFRS 2 Share-Based Paymert Transactions to both equity-gettled and cash-settled share-
based employee compensation schemes The majority of the Group's schernes are equity-settled

Equity-settled share-hased payments are measured at fair value at the date of grant and are expensed over the vesting period, based
or. the nurnber of instruments 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 conditions. Eamings 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 hability equal to the portion of the
services received 18 recognised at its current fair value at each balance sheet date. Where applicable the Group recognises the impact
of revisions to original estimates in the consalidated income statement, with a corresponding adjustrment to equity for equity-settled
schemes and current liabilities for cash-settled schermnes Fair values are measured using appropriate valuation models, taking into
accourt the terms and conditions of the awards.

The Group funds the purchase of shares to satisfy rights to shares ansing 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 nghts are exercised, equity is increased by the amount
of any proceeds received by the Employee Share Cwrership Tiusts

TREASURY SHARES

When the Company purchases its own equity share capital (treasury shares), the consideration paid, 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 re1ssued, any consideration received, net of
any directly attributable incremental transaction costs and the related income tax effects, increases equity attributable to cwners of
the parent When such shares are cancelled they are transferred to the capital redemption reserve

Where the group enters into & contract with a third party that contains an obligation tore-purchase 1tg own shares for cash or
another financial asset; a financial liability is recogrised for the present value of the redemption amount. One example is an
obligation under a forward contract to re-purchase shares in Imperizl Brands PLC for cash. The financial liability is recognised
imitially at the present value of the redemnption amount, and 1s reclassified from equity. Subsequently, the financial liability

Is measured 1n accordance with IFRS 9, and is revalued at subsequent reporting points as appropriate. If the contract expires
without delivery, the carrying amount of the financial Hahility is reclassified to equity.
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

USE OF ADJUSTED PERFORMANCE MEASURES

Management believes that non-GAAP or adjusted performance measures provide an important companson of business
performance and reflect the way in which the business is controlled The adjusted 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
undetlying performance of the business and rnay be non-recurnng events or not directly within the control of management.

Accordingly, adjusted performance measures of operating profit, net finance costs, profit before tax, tax, attributable earnings

and eamings per share exclude, where applicable, acquisition and disposal costs, amortisation and impairment of acquired
intangibles, restructuring costs, post-employment benefits net financing cost, fawr value and exchange gains and losses on financial
instruments, and related tax effects and tax matters. Reconciliations between adjusted and reported operating profit are ncluded
within note 6 to the fancial statements, adjusted and reperted net finance costs in note 6, adjusted and reported tax in note §,

and adjusted and reported earmings per share in note 10 There are also other adjusted reported measures which are defined below

The adjusted perforrnar.ce measures in this report are not defined terms under IFRS and may not be cormparable with similarly titled
measures reported by other companies.

The items excluded from adjusted perforrnance results are those which are one-off in nature or items which arose due to
acquisitions and are not influenced by the day to day operations of the Group, and the moverments in the fair value of financial
instrurnents 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 social plar: provisions do not form part of adjusted
net debt This allows companson 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 comparability of results year on year.

ADJUSTED OPERATING PROFIT

Adjusted operating profit 1s calculated as operating profit arnended for & nurmber of adjustments, the principal changes are
detailed below. This measure 15 separately calculated and disclosed for Tobacco, NGP and Distribution where appropriate
I addition, adjustments have been made to present this measure on an orgaric basis to allow year on year comparability
(see organic adjustrments below) A reconecibiation can be found in note 6

ACQUISITION AND DISPQSAL COSTS / PROFIT ON DISPOSAL OF SUBSIDIARIES

Adjusted performarce measures exclude costs and profits or losses associated with major acquisttions and disposals as they do rot
relate to the day to day operational performance of the Group. Acquisition costs and profits or losses on disposal can be significant in
size and are one-off iIn nature Exclusion of these iterns allows a clearer presentation of the day to day urderlying income and costs
of the business Where applicable and not reported separately, this includes changes in cortingent or deferred consideration

AMORTISATION AND IMPAIRMENT OF ACQUIRED INTANGIBLES

Acquired intangibles are amortised over their estimated useful econoric lives where these are cansidered to be finite Acquired
intangibles considered to have an indefinite life are not amortised Any negative goodwill arising 1s recognised immediately i the
meome staterment We exclude from our adjsted performance measures the amortisatior: and impairment of acquired intangibles,
other than software and internally generated intangibles, and the deferred tax associated with amortisation of acquired mmtangibles.
Gains and losses on the sale of intellectual property are removed from adjusted operating profit

It 15 recogrised that there may be some correlation between the amortisation charges derived from the acquisition value of acquired
ntangibles, and the subsequent future profit streams arising from sales of associated branded products. However, the amortisation
of iIntangibles 15 not directly related to the operating performance of the business. Conversely, the level of profitability of branded
products is directly imfluenced by day to day commercial actions, with variations in the level of profit denved from branded product
sales acting as a clear indicator of performance. Given this, the Group's view is that amortisation and impairment charges do not
clearly correlate to the ongoing vanations in the commercial results of the business and are therefore excluded to allow a clearer
view of the underlying performance of the organisation The deferred tax is excluded on the basis that it will only crystallise upon
disposal of the intangibles and goodwill The related current cash tax benefit is retained in the adjusted measure to reflect the
ongoing tax benefit to the Group.

PRESENTATION OF AUXLY CANNABIS GROUP INC,

As the movement in the fair value of loan recervables associated with the Awdy Cannabis Group Inc. investrment has the poter.tial
to be significant the Group has disclosed a fair valiie movement separately on the face of the iIncome statement.

RESTRUCTURING COSTS

Significant one-off costs incurred In integrating acquired businesses and in major rationalisation and optimisation mnitiatives
together with their related tax effects are excluded fror our adjusted earnings measures These include restructuring costs

incurred as part of fundamental multi-year transformational change projects but do not include costs related to ongoing cost
reduction activity. These rosts 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 in order to address structural issues asscociated with operating
within the Tobacco sector that have required action to both modemtse and nght-size the organisation, ultimately delivering an
operating model suitable for the future of the business The Group's view 1s 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
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ADJUSTED NET FINANCE COSTS

Adisted net finance costs excludes the movements in the fair value of financial instrurnents which are marked to market and not
naturally offset. This measure also excludes all post-empioyment benefit net finance costs since pension assets and liabihties and
redundancy and sccial plan provisions de not form part of adjusted net debt. This allows compariscn of the Group's cost of debt with
adjusted net debt. A reconciliation can be found in note 6 The detail of these adjustments 1s given below.

FAIR VALUE GAINS AND LOSSES ON DERIVATIVE FINANCIAL INSTRUMENTS AND EXCHANGE GAINS AND L OSSES
ON BORROWINGS

IFRS 9 requires that all denvative financial instruments are recognised in the conschidated balance sheet at fair value, with changes
in the fair value being recognised in the consolidated income staterment unless the instrument satisfies the hedge accounting rules
under IFRS and the Group chooses (o designate the derivative firancial instrument as a hedge

The Group hedges underlying exposures in an efficient, commercial and structured manner. However, the strict hedging
teyuuermelita of IFRS 8 may lead to some commercially effective hedge positions not quahfying for hedge accounting As
aresult, and as permitted under IFRS 8, the Group has decided not to apply cash flow or fair value hedge accounting forits
derivative finarcial instruments. However, the Group does apply net mvestment hedging, designating certain borrowings and
derivatives as hedges of the net investment in the Group's foreign operations, as permutted by IFRS 9, in order to reduce income
staternent volatility.

We exciude fair value gains and losses on derivative financial instruments and exchange gains and losses on borrowings from
adjusted net finance costs. Fair value gains and losses on the interest element of derivative financial instruments are excluded

as there 1s no direct natural offset between the movernents on derivatives and the interest charge on debt in any one penod, as the
derivatives and debt instrurnents may be contracted over different periods, although they will reverse over tume or are matched 1n
future periods by interest charges. The fair value gains on derivatives are excluded as they can introduce volatility in the finance
charge for any given period.

Fair value gains and losses on the currency element of denvative financial instruments and exchange gains and losses on:
borrowings are excluded as the relevant foreign exchange gains and losses on the instruments ir: a net investrnent hedging
relationship are accumulated as a separate component of other comprehensive income 1n accordance with the Group's policy
on forelgn currency

Fair value movements arising from the revaluation of contingent consideration lizbihties are adjusted out where they represent
one-off acquisition costs that are not inked to the current period urnideriying performance of the business. Fair value adjustments
on loang recelvable measured at fair value are excluded as they anse due to counterparty credit risk changes that are not directly
related to the underltying commercial performance of the business.

POST-EMPLOYMENT BENEFITS NET FINANCING COST

The ret interest or. defined benefit assets or liabilities, together with the unwind of discourt on redurdancy, social plans and other
long-termn provisions are reported within net finance costs These items together with their related tax effects are excluded from our
adjuisted earrings measures, as they pnimanly represent charges associated with historic employee benefit commiiments, rather
thar: the ongoing current period costs of operating the business.

ADJUSTED TAX CHARGE
The adjusted tax charge is calculated by amending the reported tax charge for significant one-off tax charges or credits ansing fromr

« prior penod tax items (including re-measurement of deferred tax balances on a change in tax rates); or

« a provision for uncertain tax items not arising in the normal course of business; or

» newly enacted taxes In the year; or

« tax iterns 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 uthsation of deferred tax assets relating tc losses not histoncally generated i the normal course of business
are excluded on the same basis

A reconciliation can be found in note 8
The adsted tax rate 1s calculated as the adjsted tax charge divided by the adjusted profit before tax.

ADJUSTED EARNINGS

Adjusted eamings is calculated by amending the reported basic earnings for all of the adjustments recognised in the calculation
of the adjusted operating profit, adjusted finance costs and adjusted tax charge metrics as detalled above. In addition, adjustments
have been made to present this measiire on an organic basis to allow year on vear comparability (see organic adjustiments}.
Adjusted earnings per share and organic eamings per share are calculated by providing adjusted earnings and organic eamings
by the weighted average number of shares. A recenciiiation 1s provided it note 10
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

OTHER NON-GAAP MEASURES USED BY MANAGEMENT
NET REVENUE

Tobacco & Next Generation Products (NGF) net reveniue comprises associated revenue less duty and similar items, excluding
peripheral products. Management considers this an important measure 1n assessing the performance of Tobacco & NGP operations.

The Group recognises revernie on sales to Logista, a Group company, within its reported Tobacco & NGP revenue figure. As the
revenue calculation includes sales made to Logista from other Group comparnies but excludes Logista's external sales, this metric
duffers from revenue calculated under IFRS accounting standards. For the purposes of Adjusted Perforrance Measures on Net
Revenue we treat Logista as an arms length distributor on the basis that contractual rights are in line with other Third Party
suppliers tc Logista. Varlations in 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 variations are normally not significant,
A reconciliation: car be found in note 3

BISTRIBUTIOM NET REVENUE

Distnbution net revere compnses the Dstnbution segment revenue less the cost of distnibuted preducts. Management considers
this an umiportant measure in agsessing the performance of Distribution operations. The elminations in note 3 &l relate to sales to
Distnibuhion A reconcibation can be found in note 3

ADJUSTED OPERATING CASH
Adpusted operating cash conversion is calculated as cash flow from operations pre-restructuring and befcre interest and tax

paymments less net capital expenditure relating to property, plant and equipment, software and inteilectual property rights as a
percentage of adjusted operating profit. A reconciliation can be found in the Group Financial Review on page 72.

ADJUSTED NET DEBT

Management monitors the Group's borrowing levels using adjusted net debt which excludes interest accruals, lease cornmitments
and the fair value of derivative financial instruments providing commercial hedges of interest rate risk. The adjuisted net debt metnc
1z used 1 monitonng performance against various debt management chligations including covenant compliance. A reconciliation
can be found In note 31

QORCGANIC

To aid comparicon of performance between years, the Group uses the term ‘organic’ in all years reported to exclude the impact of the
Premium Cigar divestment, which completed on 29 October 2020. The organic performance companser. excludes the contnibution of
the Premiummn Cigar divestment in all years reported.

CASH CONVERSION

The Group uses cash conversion as a key metric for assessing underlying cash performance Cash Conversion 1s 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 propenty rights as a percentage of adjusted operating profit A reconailiation can. be found

In note &,

ADJUSTED OPERATINC PROFIT MARGIN

Adjusted operating profit marqun is adjusted operating profit divided by net revenue expressed as a percerntage This measure

15 separately calculated and disclosed for Tobacco, NGP and Distribution where appropriate in addition, adjustments have been
made to present thus measure on an organic basis to allow year on year comparability (see organic adjustments) A reconciliation
of adjusted operating profit can be found in note 6 and a reconciliation of net revenue can be found in note 3

FREE CASH FLOW

Free cash flow 15 adjusted operating profit (as defined above} adjusted for certain cash and non cash itemns. The principal
adjustments are depreciatior, working capital movernents, net capex, restructuring cash flows, tax cash flows, cash interest and
rminonty interest dividends A reconciliation can be found in the Group Financial Review on page 72.

RETURN ON INVESTED CAPITAL

Return or: invested capital measures the effectiveness of capital allocation and 15 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 ard trade payables and other current liabilities.

The annual everage 1s defined as the average of the opening and closing balance sheet values. A reconeiliation can be found in the
Group Finarcial Review on page 76

172 IMPERIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021



NET DEBT TO EBITDA (MULTIPLE)

This is defined as adjusted net debt divided by adjusted ERITDA. Adjusted net debt 1s measured at balance sheet foreign exchange
rates, with a full reconciliation shown in note 32 Adjusted EBITDA is calculated as adjusted operating profit plus amortisation,
depreciation and impairments. A reconciliation of EBITDA can be found 1n the Group Financial Review on page 76. A reconciliation
of adjusted net debt can be found in note 31

ALL IN COST OF DEBT

This is defined as adjusted net finance costs (defined above) divided by the average net debt ir: the year (note 31). A reconciliation of
adjusted net finance costs can be found In note 6

CONSTANT CURRENCY

Constant currency removes the effect of exchange rate movements on the translation of the results of our overseas cperations.
We translate current year results at prior year foreign exchange rates A reconcihation of all key metrics can be found in the Group
Financial Keview on page 7s.

NEW ACCOUNTING STANDARDS

For the year ended 30 September 2021 the Group continued to apply international accounting standards in conforrity with the
requirements of the Companies Act 2006 and IFRS, issued by the International Accounting Standards Board (IASB) and adopted
pursuar:t to Regulation (EC) No. 1606/2002 as it applies in the European Union. From 1 October 2021, a5 a result of the UK leaving
the European Union, the Group will prepare the consolidated financial statements in accordance with apphcable international
accounting standards, issued by the IASB or International Financial Reporting Interpretations Committee (IFRIC) and endorsed
for use i the UK, referred to as ‘UK-adopted [FRS'.

The following amer:dments to the accounting standards, issued by the IASE or [FRIC, have been adopted by the Group from
1 Octaber 2020 with no impact on the group’s consclidated results, financial position or disclosures

« Amendments to References to the Conceptual Framework in IFRS

» Amendments to IFRS 3 - Definition of 2 Business

+ Amendments to [AS L and IAS 8 — Definition of Material

+ Amendments to [FRS 16 ~ Covid-19 - Related Rent Concessions

+ Amendments to IFRS 9, [AS 39 and [FRS 7 - Interest rate berchmark reform {phase 2}

Dernvatives with a notional value of £3,233 rmuilion designated 1n net investment hedges will be impacted by the impending reforms
to the calculation of the Interbank Offered Rates (IBOR) However, as discussed in Note 27 Financial Risk Management, only the
undiscounted fareign currency spot exposures of these instruments are designated in the hedging relationship and therefore there
will he no change to the effectiveness of the hedges due to the raform Changes in the fair value of these derivatives attributable to
changes 1n interest rates and the effect of discounting are recogrused directly in profit or loss within the Finance costs hine

NEW ACCOUNTING STANDARDS AND INTERPRETATIONS NOT YET IN ISSUE
The follownng standard and amendment, issued by the IASB has ot been adopted by the Group.

+ Amendments to IFRS §, JAS 39 and TFRS 7 — Interest rate benchmark reform (phase 2) (effective in the year ending
30 September 2022}

Foilowing the annour.cement of the discontinuation of GBP LIBOR at the end of 2021 and USD LIBCR discontinuation in 2023, the
Compary has amended its bank facihity agreement to stop referencing GBP and USD LIBOR and instead reference the daily risk free
rates of SONIA and SOFR respectively All current GEP LIBOR derivatives will be changed to reference SONIA instead of GBP LIBOR
by the end of 2021, then all USD LIBOR derivatives will be changed to reference SOFR instead of USD LIBOR dunng the remainder of
fiacal year 2022. There are no changes pending for EUR denivatives.

There are alsc & number of other amendments and clarifications to IFRS, effective in future years None of which are expected to
sigrificantly irnpact the group's consolidated results or financial position
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group makes estimates and judgements associated with accounting entries which will be affected by future events Estimates
and judgements are continually evaluated based on historical experience, and other factors, including currert informaton that
helps form a forward-looking view of expected future outcomes.

Estimates involve the determination of the quantum of accounting balances to be recognised. Judgements typically involve
decisions such as whether to recognise an asset or hability,

The actual amounts recognised in the future may deviate from these estimates and judgements The estimates and judgements
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liahilities within the next
financial year are discussed below

DETERMINATION OF USEFUL ECONOMIC LIFE OF INTANGIBLE ASSETS

For nen-goodwill intangible assets, there are critical judgements required in determuining whether the asset has an indefinite useful
economic life, or not. The Davidoff trademark has a significant market share and positive cash flow growth expectations. There

are rio regulatory or contractual restrictions on the use of this trademark, and there are no plans to significantly redirect resources
elsewhere which would reduce the value of this asset. Consequently, in the view of management, the Davidoff trademark does not
have a foreseeahle and definite end to its ability to generate future cash flows and hence it is not amortised The carrying value of
Davidoff is subject to ar: annual impairment review under the requirements of IAS 36 as Group does not currently foresee a imit to
the period over which the asset is expected to generate net cash inflows. The most recent assessment indicates that the carrying
value is not impaired.

AMORTISATION AND IMPAIRMENT OF INTANGIBLE ASSETS

For nor-indefinite life assets, which are amortised, the useful economic life and recoverable amaeunts are estimated based upon
the expectation of the amount and time penod dunng which an intangible asset will support future cash flows Due to estimation:
uncertainties the useful economuc 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 is greater than 1ts recoverable amount,
impairment n the carrying value of the asset may be required. Factors considered important that could trigger an impairment
review of intangible assets include the following

« significant underperformarnce relative to historical or projected future operating results;
*» significant changes in the manner of the use of the acquired agsets or the strategy for the overall business and
» significant regative industry or economic trerds

The complexity of the estimation precess and issues related to the assumptions, nsks and uncertainties inherert in the
application of the Group's accourting estimates 1 relation to intangible assets affect the amounts reported in the financial
staternents, especizally the estimates of the expected useful economic lives and the carrying values of those assets If business
conditions materially change 1t is likely that materially different amounts could be reported 1n the Group's finarcial staternents.
Indefinite life intangible assets, including goodwill, are subject to annual impairment testing where an assessmernt of the carrying
value of the asset against its recoverable amount is undertaken There are long term uncertainties associated with estimating

the valuation of the recoverable amount, particularly 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 m 1mpairment assessments are based on
current best estimates of future performance, there may be changes in these assumptions when conducting impairment tests in
subsequent years, Details of goodwill and intangible asset impaimment assessrments are included in note 22

INCOME TAXES

Judgement is involved 1n determining whether the Group is subject to a tax liability or not in lire with tax law Where liabilities

exist, estimation iz often required to determine the potential future tax payments. The Group 1s subject to income tax iIn numerous
unsdictions and significant judgement 1s required in deterrnining the provision for tax, There are rmany transactions and calculations
for which the ultimate tax determinatior: 1s uncertain. The Group recognises provisions for tax based on estimates of the taxes that
are likely to become due. Where the final tax outcome 1s different from the arnounts that were initially recorded, such differences will
irmpact the current income tax and deferred tax provisions i the period in which such determination is made. Consideration of the
ndgements surrounding certain tax positions are appheable to the Group and corsideration of the valuation estirnates related to tax
provisions are given 1 note 8 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, considernng
the nature of the litigation, claim or assessment; the legal processes and potential level of damages in the jurisdiction in which

the litigation, 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 issued); the opinions or views of legal counsel and other advisers; experience of sirnilar
cases; and any decision of the Group's managernent as to how 1t will respond to the litigation, claim or assessment Judgernent

is required as to whether a liability exists Where a liability 15 determmined there can be a degree of estimation of the potential level

of damages expected. Key areas of jJudgement include consideration as to whether certain claims associated with the acquisition

of certain brands and the likely outcome of a number of product hability claims. More detail as to the considered position on these
claims is given in both note 30 of the financial staternents and within the Directors' Report — update on Tobacco and e-vapour related
litigation. To the extent that the Group’s assessments at any time do not reflect subsequent developments or the eventual outcome of
any claim, its future financial staternents may be matenally affected, with a favourable or adverse impact upon the Group's operating
profit, financial position and liquidity.
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PROVISIONS

Provision accounting invelves judgement as to whether a liability should be recognised and requires estimates of the quantum

of any such hability. The Group holds provisions where appropriate in respect of estimated future economic outflows, principally
for restructuring activity and excise tax, which arise due to past events, Estimates are based on management Judgement and
information available at the balance sheet date Actual outflows may not oceur as anticipated, and estimates may prove tobe
incorrect, leading to further charges or releases of provisions as circumstances dictate The main area of estimation nisk relates to
the estmation of restructuring provisions associated with various plans to transform the business These include the cost of factory
closures, scaling down of capacity and other structural changes to the business. These programmes are run as discrete projects
with controls over the expected costs and the associated accounting impacts. The calculation of restructuring provisicns includes
estimation challenges relating to asset remediation costs, the valuation of dispesals and termination costs. More details relating to
the estimates agsociated with these restructuring prograrmmes can be found in notes 5 and 25

CONTROL OF LOGISTA

A key udgernent relates to whelhier the Group has effective control of Logista sufficient that the Group can consolidate this

entity within its Group accounts i line with the requirernents of IFRS 18 Consclidated Financial Statements The Group helds

50 0. per cent of the voting shares The Group has reviewed its control of Logista and that 1t is appropriate to consclidate this

entity in line with the requirernents of IFRS 10 Consolidated Financial Staternents. The Group continues to have Director presence
on the Board of Logista, representing 4 out of 10 Directors The Group has powers to contrel as set out in the Relationship Framework
Agreement which specifies certam areas of operation reserved for shareholder approval and through these measures the Group is
able to exercise control of Logista The Group has therefore concluded that it continues to be appropnate to recognise Logistaas a
fully consclidated subsidiary.

3. SEGMENT INFORMATION

Imperial Brands compnses two distinet businesses — Tobacce & NGP and Distribution. The Tobacco & NGP business comprises

the manufacture, marketmng and sale of Tobacco & NGP and Tobacco & NGP-related products, meluding sales to (but not by) the
Distributior: business The Distribution business comprises the distribution of Tobacco & NGP products for Tobacco & NGP product
manufacturers, including Impenal Brands, as well as a wide range of non-Tobacco & NGP products and services. The Distribution
business Is run on an operationally neutral basis ensuring all custormners are treated equally, and consequently transactions between
the Tobacco & NGF and Distribution. businesses are undertaken on an arm's length basis reflecting market prices for comparable
goods and services

The function of Chief Operating Decision Maker (defined in [FRS 8), which is to review performance and allccate resources, 1s

performed by the Board and the Chief Executive, who are reqularly provided with information: on our segments This information is
used as the basis of the segrnent revenue and profit disclosures provided below. The main profit measure used by the Board and the
Chief Executive 1s adjusted operating profit. Segment balance sheet information is not provided to the Board ar the Chuef Executive.

Our reportable segments are Europe, Americas, Africa, Asia & Australasia (AAA) and Distribution Operating segments are comprised
of geographical groupings of business markets. The main Tobacco & NGP business markets within the Europe, Americas and AAA
reportable segrnerts are:

Europe — United Kingdorn, Germany, Spain, France, ltaly, Greece, Sweden, Norway, Belgrum, Netherlands, Ukraine and Poland.

Amencas — United States

AAA - Australia, Japan, Russia, Saudi Arebia, Taiwarn and our African markets including Algena and Morccco.
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

TOBACCO & NGP
£ million unless otherwise indicated 2021 2020
Revenue 23863 23973
Netrevenus 7610 7985
Operating profit 2,991 2587
Adjusted operating profit 3308 3288
Adjusted operating rmargin % 435 412
RECONCILIATION FROM OPERATING PROFIT TO ADJUSTED OPERATING PROFIT
€ million 2021 2020
Adjusted aperating profit 3,308 37288
Acquisition and disposal costs - 26}
Profit on disposal of subsidiaries T T T T -
Amertisation of acquired ntangibles (365} (438)
Excise tax provision 1 20
Faur value adjustment of loan recervable - _EZ)
Restructunng costs - - (249) (195)_
Operating profit 2991 2587
DISTRIBUTION
£ million unless otherwise indicated 2021 2020
Revenue ) 9589 5208
Distnbution net revenue ) B 1,069 1015
Operating profit 148 131
Adjusted operating profit 258 226
Adjusted operating margin % 241 223
RECONCILIATION FROM OPERATING PROFIT TO ADJUSTED QPERATING PROFIT
£ million 2021 2020
Adsted operating profit 258 226
Acguistion and disgosal costs n -
Amortisaton of acquired intangibles (85) [85)
Restructunng costs {8 (1C}
Operating profit 148 131
REVENLUE
20 2020

Total External Tatal Exte-nal
£ million revenue revenue revenue revenue
Tobaceo & NGP
Europe 14,720 14,059 14,395 13716
Amencas 3393 3393 3371 3371
Africa, Asia & Australasia 5,750 5,750 6207 6,207
Total Tebacco & NGP 23863 23202 23973 23284
Distribution 9589 9589 3268 9268
Eliminations (651) - &7 -
Total Group 32,791 32791 32582 22562
RECONCILIATION FROM TOBACCO & NGP REVENUE TO TOBACCO & NGP NET REVENUE

202 2020
£ million Taobacca NGP Total Tobacco NGP Total
Revenue 23664 199 2863 23,757 216 23973
Duty and simila: 1terns (16:218) (1) (16,229) (15947} (15) 15962)
Sale of per:pheral produc:s (24) - (24) (26) - {26)
Net Revenue TAX2 188 7.610 7.784 201 7585
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TOBACCO & NGP NET REVENUE

2021 2020
£ millian Tohacco NGP Total Tobacca NCP Toal
Europe 3428 126 3551 3471 Jo}3] 3569
Americas 2478 56 2534 2409 71 2,480
Afnca, Asia & Australasia 1519 6 1525 1904 32 1936
Total Tobacco & NGP TA2Z2 188 7,610 7784 201 7885
PREMIUM CIGAR DIVESTMENT & ORGANIC NET REVENUE
£ millian 2021 2020
Crganic Net Revenue 7589 7738
Premuum Cigar Divestment Net Revenue 21 247
Total Tobacco & NGP 7610 7985
RECONCILIATION FROM DISTRIBUTION REVENUE TO DISTRIBUTION NET REVENUE
£ million 2021 2020
Hevenue 9589 9,268
Cost of sales — Distribution (8520) {8253}
Distnbution Met Revenue 1069 1015
ADJUSTED OPERATING PROFIT AND RECONCILIATION TO PROFIT BEFORE TAX
£ million 2021 2020
Tobaceo & NGP
Ewope e W0 15,
Amencas 037 1032

fnca, Asia & Australasia 501 574
Total Tobaceo & NGP 3308 3288
Dustributior: 258 226
Elminatuens 7 13
Adjusted operating profit 35713 3527
Acquis:hion ard disposal costs — Tobacco & NGP - (20)
Acquisthon and disposal costs — Distnbution an -
Profit on disposal of subsidianes — Tohacco & NGP 281 -
Amortisation and unganment of acquired intang:bles — Tobacco & NGP (455) {438)
Amortisation of acquized intangbles — Distribution (89) {85)
Excise tax grovision — Tobacro & NGP 1 20
Fair value adjustmer.t of lcan receivable — Tobacco & NGP 15 (62)
Restructunng costs - Tabacco & NGE (249) {195)
Restructuring costs — Dystribution )] {10)
Operating profit 3146 273
Net finance incorme/Acosts) a1 {610}
Share of profit of investrnents accounted for usmg 'thieﬂéq\.uty method T n e
Profit hefore tax 3238 2166

See note 8 for details of the Excise tax. See note 12 for details on amortisation and impairment, note 11 for details of acquisition and

disposal costs, and note 5 for details of restructunng costs.

OTHER INFORMATION

202t

2220

Additions to
property, plant

Depreciation
and software

Additions to
aronerty, alaat

Depreciation
3nd software

£ million and egquipment  amortisation  anc ecLipment amortisatiun
Tobacco & NGP

Europe 87 99 77 101
Amerncas 26 28 30 31
Afnica, Asia & Australasia 20 27 46 34
Total Tobacco & NGP 133 154 153 166
Distribution 32 40 21 36
Total Group 165 194 174 202
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

ADDITIONAL GEOGRAPHIC ANALYSIS

External revenue and non-current assets are presented for the UK and for individually significant countries The gecgraphical
analysis is based on country of origin The Group's products are sold in over 120 countries.

200 2020

External Naon-current External Non-current

£ million revenue assets revenue assefs
UK 4,558 102 4,498 104
Germnany 4566 3,246 4637 3465
France 3537 2336 3772 2564
USA 3405 5486 3575 6,143
Other 16,725 7307 16,080 7900
Total Group 32,791 18477 32,562 20,176

Non-current assets comprise intangibie assets, property, plant and equipment and investrnents accounted for using the equity method.

4. PROFIT BEFORE TAX

Profit before tax is stated after charging/(creditingy:

£ miilion 2021 2020
Raw matenals and consumables used 947 947
Changes in inventenes of finished goods — Tobacco & NGP 2700 2,781
Changes 1n inventones of finished goeds = Distnbution 7009 6,798
Depreciation and impairment of fixed assets 170 205
Armortigation and mnpairment of intangible assets 575 628
Acquisition and disposal costs 17 26
Expenses relating to short-term leases 4 4
Expenses relating 1o low value asset leases 2 2
Depreciation of Right of use assets 66 ™
Net foreign exchange (gains)/losses (442) 258
Write down of mventones uz 126
Loss/(profit) on disposal of non-current assets 2 2)
(Wnte back)/impairment of ‘rade recervabies (10} 44
ANALYSIS OF FEES PAYABLES TO ERNST AND YOUNG LLP AND ITS ASSOCIATES

£ milkion 201 2020
Parent Company and consotidated financial staterments 20 19
The Company's subsidianes 51 47
Audit related assurance services 04 0.4
Total audit related fees 75 70
Other assurance servnces 04 0.2
Total non-audit fees 0.4 02
Total auditor's remimeration 79 72

Ernst & Young LLP was appointed the Group's auditor for the year ended 30 Septermnber 2020.

PwC (the Group's previous auditor) provided services to Logista relating to preparation of their consolidation financial staterments
amounting to £nil {2020, £0 2my)

5. RESTRUCTURING COSTS
£ millian 2021 2020
Employrnent related 145 103
Asset impairments 92 58
Other charges 20 44
257 205
Restructuring costs analysed by workstrearm:
£ million 2021 2020
2021 Strateqic review programine 226 -
Cost optimisation programmes 3 187
Other 8 18
257 205

The charge for the year of £257 mlhion (2020 £205 million) predominantly relates to our 2021 Strategic review programme and Cost
optinisation programmes

Restructuring costs are included within administrative and other expenses in the consohidated income statement. All restructunng
costs are treated as adjusting items.
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These projects differ from everyday Initiatives that are undertaken to irnprove the efficiency and effectiveness of the ongoing
operations business. These costs are required n order to address structural issues involved in operating within the Tobacco sector

that require action to both modernise and right-size the crganisation, ultimately delivering an operating rmodel suntable for the future

of the business,

2021 STRATEGIC REVIEW PROGRAMME

I January 2021, the Group announced the results of a Strategic Review Prograrnme including an asscciated and specific time-
bound restructuring programrne. The Group expects the majority of the associated restructuring costs to have been incurred by

Septernber 2022. Total restructuring costs in respect of the programme are expected to be in the range of £375 million - £426 million

Restructuring costs of £226 million (2020 £nil) related to the 2021 Strategic Review Programme have been incurred in the year,
representing £153 miilior costs in respect of the change programme itself and £73 milhion of impaimments associated with
NGP assets.

2021 Strategic Review Programime cash spend for the year was £48 miilion (2020 £ril).

COST OPTIMISATION PROGRAMMES

The cost optimisation programmes (Phase I announced in 2013 and Phase Il announced in Novermnber 2016) was part of the Group
strategy 1o optimuse costs and drive operational efficiencies. The programmes were time bound projects which, given their scele,
were delivered over a number of years. Phase 1 was concluded at the end of 2018 and Phase 1l was concluded at the end of 2021
Whilst both prograrmmes are concluded there remain some ongoing cash costs.

Phase I of the programme focused on reducing product costs and overheads. Phase [l cash spend for the year was £41 mullion
(2020 £107 million), bringing the cumulative cash cost of the programme to £548 million as at September 2021, Phase 11 currently
delivering savings of ¢ £320 million per annurn as at September 2021

Phase [ cash spend for the year was £12 million {2020. £16 million), bringing the curnulative cash cost of the prograrmme to
£571 million as at September 2021, Phase | has delivered savings of ¢. £305 million per annum frorm September 2018

Restructuring costs of £23 millior 12020 £187 milhon) related to the Cost optimisation programmes ncludes £19 millior of
Impairments assoctated with tangible assets.

OTHER RESTRUCTURING ACTIVITIES
In the year £8 million (2020, £10 million} of restracturing costs related to Logista

There are £mil {2020 £8 rmillion) Cther restructuring costs that do not relate to Logista.

In the year other restructuring cash spend was £11 mllion

6. ALTERNATIVE PERFORMANCE MEASURES
RECONCILIATION FROM OPERATING PROFIT TO ADJUSTED OPERATING PROFIT

£ million Motes 200 2020
Operating profit 3146 273
Acgusition anc disposal costs 11 17 26
Amartisation and impaurmernt of acqured intangbles 12415 450 523
Excise tax provision [b)] {20)
Faur value adjstiment of loan recervable 21 (15) 62
Profit on disposal of subsidianes (281) -
Restructuning costs 5 257 205
Adjusted operating profit a573 3527
Organic adjusted operating profit 3570 3496
lgrer‘mﬁm_c_lgar d:vesffﬁéﬁ:f ad]ué&ed operating profit 3_ T 31
Adjusted operating profit 3573 3527

Amortisation and impairment of acquired intangibles, acquisition and disposal costs and restructuring costs are discussed in further

detailin the above referenced notes
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

RECONCILIATION FROM REPORTED NET FINANCE COSTS TO ADJUSTED NET FINANCE COSTS

£ million 200 2020
Reported net finance (income)/costs (81) 610
Fair value gains o1 denvative financial instruments 508 861
Fair value losses on derivative financial instrurments (457) (581)
Exchange (gains)/losses on financing achivities 445 (258)
Net fair value and exchange losses on financial instnuments 496 (176)
interest income on net defmed benefit assets B89 59
Interest cost on net defined benefit habilites 87 {1c4)
Post-employment benefits net inancing cost 2 5
Adjsted net finance costs 417 429
Compnsing
Tnterest income on hank deposits (18) (10)
Interest cost on lease liabilities 7 7
Interest cost on bank and other loans 428 432
Adjusted net finance costs 47 429
CASH CONVERSION CALCULATION
€ million unless atherwise indicated 2021 2020
Net cash flow from operating activities 2167 4030
Tax 820 568
Net capital expenditure (150) (274)
Restmucturing spend 12 145
Cash flow post capital expenditure pre 1nterest and tax 2549 4469
Adjusted operating profit 3573 3527
Cash Conversion % BI% 127%

7. DIRECTORS AND EMPLOYEES

EMPLOYMENT COSTS
£ million 2021 2020
Wages and salanes B ki 312
Social secunty costs I 177 184
Cther perision costs (note 24) 75 68
Share-based payments (note 27) 25 20
1052 1084
OPERATING EXECUTIVE (EXCLUDING EXECUTIVE DIRECTORS)
£ millian 2021 2020
Base salary 30 20
Benefits 07 -
Pension salary supplement 03 -
Bonus 29 15
Termination payments - -
LTIP annual vesting! 08 -
SMS annual vesting! - 01
17 37

1 Share p.ans vesting represent the vaue of SMS and LTIP awards wheze the performance periods ends in the year. The SMS has no performarnce corditions ancd 1s vaiued at the
tme of vest.ng being 15 February at a share price of £15 0657,

Nate. aggregate remuneraton pad to or 1ecevable oy Exectave directors, Non Exccutzve Directors and memoers of the Cperating Executive for qualifying services in accordance
with IAS 24 which :nciudes Nationa. Insurance and similar charges was £16439 675 (2020: £9 239043}

KEY MANAGEMENT COMPENSATION'

£ million 2021 2020
Short termn ernployee benefiis 127 92
Post-employment benefits 05 20
Other long-term benefits - -
Terminahen payments - -
Share based payments (in accordance with [AS 24) 0.9 02

141 114

1 Keyrnanagerment ine.udes Diretars rmembers of the Executive Cominuittes and the Cornpany Secretary

Detalls of Directors’ emoluments and interests, and of key management compensation which represent related party transactions
requiring disclosure under [AS 24, are provided within the Directors’ Rermuneration Repert. The Directors’ Remuneration Report, on
pages 129-139 includes details on salary, benefits, pension and share plans. These disclosures form part of the financial statements.
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NUMBER OF PEOPLE EMPLOYED BY THE GROUP DURING THE YEAR

2021 2020

At 30 At 30
September Average September Average
Tobacco & NGP 24100 24,000 26300 25900
Distribution 6,200 6200 6200 6200
30300 30,200 32,6500 32100

NUMBER OF PECPLE EMPLOYED BY THE GROUP BY LOCATION DURING THE YEAR

2021 2022

At 30 At 30
September Average Septerr ber Average
UK and European Urion 14,600 14,700 14800 15100
Amencas 8300 8,000 8900 2400
Rest of the World 7400 T500 8,700 85600
30,300 30,200 32,500 32100

The average number of ernployees includes 2,500 La Romana employees that are expected to leave the Group in 2022 as part of the
final part of the Premium Cigar Division disposal Excluding these employees, the average number of employees was 27,700 on a

pro-forma basis.

8. TAX
The major components of Income tax expense for the years ended 30 September 2021 and 2020 are:
£ millian 2021 2620
UK Current tax
Current year charged to the conschdated income staternent pa| 97
Current year charged to consolidated other comprehensive mecome 108 1C
Total current year UK current tax 126 107
Adjustrments in respect of prior years chargec 1o the censolidated income statement (39) 26
Tatal UK current tax 88 133
Crverseas curment tax
Current year charged to the consobdated income statement 458 458
Current year charged to conschdated other comprehers:ve income 2 -
Total current year overseas current tax 456 458
Adjustments 1 respect of prior years charged to the consolidated income statement 45 12
Tetal overseas current tax 502 470
Total current tax charged 1o the conselidated staterment of other comprehensive 1ncome 590 603
£ million 2021 2020
UK Current tax
Current year 21 97
Adjustments in respect of prior years (38) 26
Overseas current tax
Current year 458 458
Adjustments in respect of pror years 46 12
Total current tax 487 593
Deferred taxt
Relating to enginatien anc reversal of temporary differences (156) 1z
Total tax charged to the consol:dated incormne statermnen® 331 £08
£ million 2021 2020
Tax related to items recognised 1 consolidated other comprehiensive income dunng the year:
Current tax on hedge of net investmen® 105 10
Current tax orl actuarial gamns and losses 2) -
Total current tax 103 10
Deferred tax on hedge of net investment 2 a0
Deferred tax on actuanal gains and losaes a 3
Total deferred tax 33 133
Total tax charged to consolidated other comprehernsive income 135 143
WWW TMPERIALBRANDSPLC.COM 181



NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

RECONCILIATION FROM REPORTED TAX TO ADJUSTED TAX

The table below shows the tax impact of the adjustments made to reported profit before tax in order to armive at the adjusted measure

of earnings disclesed m note 10.

£ millian 20 2020
Reported tax 331 608
Deferred tax on amortisation of acquured intangibles 31 57
Current tax on excise tax provision - 4)
Tax on net foreign exchange and fair value gains and losses on financial instruments ™ 63)
Tax on post-employment benefits net financing cost 1 1
Tax on restructuring costs T2 31
Tax on disposal of prermium cigar division B n {15
Recogruton of tax credits 239 87
Ungertain tax positions {77
Tax on unrecognised losses “n 41
Adusted tax charge 76 542

The use of adjusted performance measures 1s explained in note 1, Accounting Polictes (Use of Adjusted Performence Measures)

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 13.0 per cent (2020 19.0 per cent) as follows:

£ million 2021 2020

Profit before tax 3238 2166

Tax at the UK corporation tax rate of 18.0% {2020.19.0%) 615 411

Tax effects of.

Infferences in effective tax rates on Gverseas earmings 107 100

Movement in provision for uncertain tax positions 49 11

Remeasurement of deferred tax balances ansing from changes in tax rates 15 9

Recognition of deferred tax assets for tax credits (239) -

Remeasurement of previously recognised deferred tax assets ® (81)
nerease inunrecognised deferred tax assets 12 30

Deferred tax on unremrtted earmngs @) (19
Share of profit of iInvesiments accounted for using the equity method (2 18
MNon-deductible expenses/(non-taxable ncome) 35 {4)
(Mon-taxable gains)/non-deductible losses on net forelgn exchange on hnancial instrurnents (169) a0

Mar-taxable gain on Premniurn Gigar Drision disposal (1)

Adjustments in respect of prior years {2) 29

Total tax charged to the consolidated income staternent 331 a08

Differences in effective tax rates on overseas eamings represants the impact of worldwide profits being taxed at rates different from
19.0 per cent. The effective tax rate benefits from internal financing arrangements hetween group subsidiaries in different countries

which are subject to differing tax rates and legislatior: and the application of double taxation treaties

Recognition of deferred tax assets for credits includes £239 million (2020: £nil) in the Group's Sparish business arising froman
internal recrganisation during the year.

Remeasurement of previously recognised deferred tax assets includes £8 million recogrution {2020 £18 rmullion) in relation to
deferred tax assets for tax losses in the Group's Dutch business, £nil recognition {2020:£15 million) 1n relation to deferred tax
assets for tax credits and losses in the Group's Spanish business and £nil recognttion (2020: £45 million) in relation to deferred
tax assets for tax losses in the Group's US business. The Group's assessment of the recoverability of deferred tax assets is based
on a review of underlying performance of subsidiaries changes in tax legislation and the interpretation thereof and changes in
the group structure.

The remeasurement of deferred tax balances ansing from changes in tax rates for the year is £15 million {2020: £9 rillion).

During the year the Group has decreased the provision for deferred tax on unremitted earnings by £4 rmilhon (2020. £19 milhen
decrease) The tax will arise on the distribution of profits through the group and on planned group simplification
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MOVEMENT ON THE CURRENT TAX ACCOUNT

£ milfion 2021 2040
At10ctober 144 (118)
Charged to the consolidated income statement (487) (593)
{Charged)/credited to other comprehensive iIncome (103) 10
Credited to equuty - 1
Cash paid 820 568
Exchange movements 3 (13)
Other movermnents vyl 1
At 30 September 82 (144}

The cash tax paid in the year is £333 million higher than the current tax charge (2020, £25 million lower) This anses as a result of
timing differences between the accrual of income taxes and the actual payment of cash and the movernent in the provision for
uncertain tax positions.

ANALYSIS OF CURRENT TAX ACCOUNT

£ million 2021 2020
State aid tax recoverable 101 -
Current tax assets 234 2C6
Current tax habilities (259 {350)

82 {144)
UNCERTAIN TAX POSITIONS

As an international business the Group 15 exposed te uncertain tax positions and changes in legislation i the junsdictions m which
it operates. The Group's uncertain tax positions principally include cross border transfer pricing, interpretation of new or complex tax
legislation: and tax arising on the valuation of assets

Provisions arising from uncertain tax positions taken in the calculation of tax assets and habilities are included within current tax
ligbilities. At 30 September 202 the total value of these provisions, including foreign exchange movements, was £306 rmlhon (2020
£273million) The assessment of uncertain tax positions 18 subjective and significant management judgement is required This
udgerment is based on current interpretation of leqislatior, management experience and professional advice Untu matters are
finally concluded it 1s possible that amourts ultimately pard will be different from the amounts provided.

Management have assessed the Group's provisior. for uncertaimn tax positions and have concluded that apart from the matters
referred to below the provisions in place are not material individually or in aggregate, and that a reasonably possible change in
the next financial year would not have a material impact to the results of the Group

FRENCH TAX LITICGATION

I November 2015 the Group received a challenge from the French tax euthorities that could lead to additional tax liabilities of up

to £234 mullion The challenge concems the valuatior: placed on the shares of Altadis Distnibution France (now known as Logista
France} following an intragroup transfer of shares iz October 2012 and the tax consequences flowirg from a potentially hugher

value that 1s arqued for by the tax authonties. In October 2018 the Cormmussion Nationale, an independent adjudication body, whose
decision s adwvisory only, 1ssued a report supportive of the Group's arguments for no adjustment. [n Decernber 2018 the French tax
autherities 1ssued their final assessments seeking the full amount of additional tax assessed of £234 million (2020 £248 mullon}. In
January 2019 the Group appealed against the assessment. In August 2020, the French tax authcrities rejected the Group's appeal and
the matter will now proceed to hitigation. As of Septernber 2021, all submissions have been made to the court and we await a heaning
date. The Group believes 1t 15 appropnate to mantair a £41 million (2020: £44 rmilion) provision for uncertain tax positions in respect
of this matter.

STATE AID UK CFC

The Group continues to momtor developments in 1elation to EU State Ald investigations. On 25 April 2019, the EU Cornrnission’s
final decision regarding its investigation into the UK's Controlled Foreign Company regime was published It concludes that the
legislation up until Decernber 2018 does parttally represent State Ald. The UK Government has appealed to the European Court
seeking annulment of the EU Comtmission's decision. The Group, along with a nurnber of UK corporates, has made a similar
application to the European Court The UK Government is obliged to collect any State Aid granted pending the outcome of the
European Court process.

Raged on advice, the Group's position: rernains that no State Axd has been received, but following HMRC guidance an assessment

of potential State Ald was subrmitted to HMRC in July 2020. Inn February 2021 a charging notice for £101 rmulhon, in line with the
Croup's assessimient, was issued to the Group by HMRC and has since been paid Advice to date is that our appeal and that of the UK
government against the Commission’s decision should ultirnately be successtul so a carrent tax recelvable of £101 mulhon has been
recognised as a non-current asset.

Based upon current advice the Group does not consider any provision 1s required in relation to any other EU State Ald investigation.
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TRANSFER PRICING

The Group has tax audits in progress, relating to transfer pricing matters in a number of jurisdictions, principally UK, France
and Germany. The Group estimates the potential gross level of exposure relating to transfer pricing issues is approximately
£900 million (2020. £800 million). The Group holds a provision of £260 million (2020: £207 million) in respect of these items

In August 2020 the Group notified HMRC of a potential Diverted Profits Tax (DPT) issue relating to brand rewards. In September 2020,
HMRC issued a preliminary notice undesz the DPT regime 1n respect of the year ended 30 September 2016 indicating a potential liability of
c. £6 millior. Collaborative discussions on the issue continue and 1t is the Group's belief the 1ssue 15 a transfer pricing one, and will be
resolved as such In November 2020, HMRC1ssued a final DPT notice, which has now been paid. In September 2021, further preliminary
DPT notices were received 1n respect of the year ended 30 September 2017 indicating a potential liability of ¢. £4 mulhon. Based on
advice, the Group continues to believe this is a transfer pricing matter, but if a settlemnent is not reached before Decemnber 2021 the

¢ £4 milion DPT notice wiil be payable. Gn conclusion of the transfer pricing discussions, an appropriate refund 1s anticipated for

all DPT payments.

The Group beheve the transfer pricing provision hald above appropriately provides for this and other transfer pricing issues.

S. DIVIDENDS
DISTRIBUTIONS TO ORDINARY EQUITY HOLDERS

£ million

200

2020

Paid interim of 42 12 pence per share (2020 41 70 pence, 2018 6256 pence)

— Pad June 2019

— Paid September 2019

- Paid Decernber 2019

— Paid June 2020

197

197

- Paid Septernber 2020
- Paxd December 2020

453

- Paid June 2021

— Paud September 2021

Interim drvidend paid

847

Froposed intenm of 4848 pence per share (2020, 48 00 pence, 2015 72.00 pence;)

- Tobe paid December 2021

Intennm d:nidend proposed

Pronoged final of 48 48 pence per share (2020048 01 pence, 2015. 72,01 pence)

— Paud March 2020

— Paid March 2021

454

— To be paid March 2022

Final drncend

454

Total ordinary share dividends of 139 08 pence per share (2020 13771 pence 2019 206 57 per.ce) 1314 1301 1,955

The third interim dividend for the year ended 30 September 2021 of 48.48 pence per share amounts to a proposed dividend of
£458 mullion, which will be paid in December 2021.

The proposed final dividend for the year ended 30 Septernber 2021 of 48.48 pence per share amounts to a proposed dividend
payment of £458 million in March 2022 based on the number of shares ranking for dividend at 30 September 2021 and is subject to
shareholder approval. If approved, the total dividerd paid in respect of 2021 will be £1314 rmllion (2020 £1,301 million). The dividend
paid during 202118 £1305 mullion (2020 £1,763 million).

10. EARNINGS PER ORDINARY SHARE

Basic eamnings per share is based on the profit for the period attributable to the owners of the parent and the weighted average
number of ordinary shares 1n issue during the period excluding shares held to satiafy 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 into
account the weighted average number of shares that would be issued if ights held under the employee share schemes were
exercised. No instruments have been excluded from the calculation for any peniod on the grounds that they are anti-dilutive.

£ million 2021 2020
Fainings basic and diluted — attributable to nwiers of the Parent Company 2834 1495
Millions of shares 2021 2029
Welghted average number of shares:

Shares for basic earmings per share 945.0 944 4
Potentially dilutive share options 25 14
Shares for diluted earrungs per share o475 9458
Pence 2021 2020
Basic earmings per share 2069 1583
Diluted earnings per share 2091 1581
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RECONCILIATION FROM REPORTED TO ADJUSTED EARNINGS AND EARNINGS PER SHARE

20 2020
Earnings Earnings
per share per share

£ million unless otherwise indicatad (pence) Earnings {pence) Earnings
Reported basic 2659 2834 1583 1465
Acquisition and disposal costs 18 17 28 26
Amortisation and inpairment of acquired intangibles 443 419 492 466
Profit on disposal of subsidiaries (it hey] (281) - -
Excise tax provision (0.3} ul]} {17) 11e)
Fair value adjustrnent of loan receivable (18 15) 66 62
Net fair vahue and exchange movernents on finarcial instruments 60.7) (574) 253 239
Post-employrnent benefits net financing cost 0.3) @ 0.4 4
Restrictunng costs 19.6 185 184 174
Tax on: disposal of premium oigar division 1.2) (i 20 19
Recognition of tax credits (25.3) (239) (71 (67)
Uncertain tax positions - - 82 i
Tax onunrecognised losses 50 47 43 {41}
Adstments above attribitable to non-controlling interests (4.6 {43) (3.7) 135)
Adjsted 2471 2335 254.4 2403
Adjusted diluted 2464 2335 2541 2403
Urganic adjusted 246.5 2330 2472 2335
Premium Cigar divestmentadjusted - o 06 5 7z 63
Adjusted 2471 2335 2544 2403
Crganic adjusted diluted 2458 2330 2469 2335
Prermiurn Cigat divestment adjusted diluted 0.6 5 72 oG]
Adusted diluted 2464 2335 2541 2403

1. DISPOSAL OF SUBSIDIARIES

On 27 April 2020 the Group announced that it had agreed the sale of the Premium Cigar Division (“the Division'} The total cash
recelpts expected for the transaction are €1198 million (including the La Romana disposal ~ see below) The share sale element of
the sale of the Division completed on 29 Cctober 2020 and ta date €1,041 million {£845 mullion) of consideration has been recerved.
A further €838 million of deferred consideration relating to the share sale was received on 26 October 2021

The profit arising on disposal of the Division was £281 million ard includes £337 million of foreign exchange gains that had
previously been recognised in the foreign exchange reserve and that were recycled to the income staternent on completion of
the transaction.

The sale of the La Romana factory in the Dominican Republic is due to complete during the Group's 2022 financial year whern it

1s expected that £69 million of sales consideration will be recerved subject to a true up in respect of inventory values. The carrying
value of the net assets of the La Romana factory total $64 million. This sale of the La Romana factory does not meet the recognition
criteria for an asset held for sale as there is ongoing work to separate the factory for disposal

On 18 June 2021 a letter of intent to sell Supergroup S.A.S. was agreed. At 30 September 2021, the Group has assessed the [FRS 5
crteria for presentation of the business as held for disposal. Given the progress made on the sale the Group considers the [FRS 5
critena to have been met and therefore it is highly probable that a disposal will be completed. The Group has therefore presented
the net assets of Supergroup S A S as current assets and liabilities held for sale. A fair value adjustment of £3 millionand a
reclassification of an associated provision of £9 million has resulted in the non-current assets being wntten down to nil.

In addition to the abave, certain assets within the Distnibution business have also been reclassified toassets held for sale due to the
existence of purchase offers from third parties The value of these assets on 30 September 2021 was £8 mullion.
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The assets and liabilities classified as held for disposal are as follows:

£ millian 2021 2020
Non-current assets
Intangible assets - 101
Property, plant and equipment 8 17
Investments accounted for using the equity methed - 584
Trade and other receivables - 35
Right of use leased assets - 7
Deferred tax assets - 10
8 754
Current assets
inveniones 9 156
Trade and cther receivables 18 67
Cash and cash equivalents - 75
27 308
Total assets 35 1062
Gurrent liahilities o
Trade and other payables T (13) (35)
Tax labilities (4) -
Pravisions (18) @
(35) (38)
Taotal liahilities (35) 138
Net asgets - 1024
12. INTANGIBLE ASSETS
2021
Intellectual
property and
praduct Supply
£ millian Goadwill  development agreements Software Total
Cost
At 1Octoher 2020 14,435 12,994 1463 465 297357
Additions - 9 - 28 7
Dsposals (260) 5 2 (22) {279)
Exchange movements (758) (649) (74) (20) (L501)
At 30 September 2021 13417 12359 1387 451 27,614
Amortisation and impairment
At10ctober 2620 1895 7663 1341 298 1157
Amorhsaton charge for the yea: - 3B & 37 455
Zmpa:r;fneﬂi I T - us - 2 120
Disposals (260) - [s)] (15) (278)
Exchange movements 93) (379) (70) (14) (556)
Accurmulated amoertisation - 7156 1355 304 8855
Accumulated impairment 1542 539 - 4 2,085
AL30 Septernber 2021 1542 7,735 1355 308 10,940
Net book value
At 30 September 2021 11,875 4,624 32 143 16674
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Intellectual
property and
product Suzply
£ millian Catdwall develapment agreements Software Total
Cost
At 1October 2019 14232 13,021 1423 421 25,097
Additions - 74 - 38 112
Disposals - o)} - @) 53]
Rezlassifications n - - 7 &
Transferred to held for disposal {note 11) - 7 2 - El
Exchange movements 204 {107} 38 5] 4
At 30 Septernber 2020 14435 12894 1463 465 29357
Amortisation and impairment
At 1 Octoher 2019 1847 7168 1220 265 105601
Amaortisation charge for the year - 466 as 33 584
Impairment T T - z . - 2 43
Disposals -~ - - [} 6)
Reclassifications il - - - 1)
Exchange moverments 37 I8 36 4 Th
Accumulated amortisation - 7242 1341 296 8874
Accumulated impairment 1,805 421 - 2 2318
At 30 September 2020 1895 7,663 1341 248 11197
Net book value
At 30 September 2020 12540 5,331 122 167 18160

Amortisation and impairment of acquired intangibles excluded from adjusted operating profit amounted to £450 mithion (2020.
£523 million), this comprises amortisation on intellectual property of £320 million (2020: £466 million), irnpairmment on intellectuat
property of £45 mullion (2020. £14 million) and amortisation on supply agreements of £85 million {(2020: £85 mullion).

A further £73 milllon (2020 £nu) impatrment of intellectual property and product development assets has also been recognised in
restructuring costs and therefore excluded from adjusted operating profits.

Intellectual property mamnly comprises brands acquired 1n the USA in 2015 and through the purchases of Altadis in 2008 and
Commenwealth Brands i 2007.

Supply agreements include Distribution customer relationships Al were acquired as part of the Altadis purchase.
Intangible amertisation and irnpairment are included within administrative and other expenses In the consolidated income staternent.

Amortisation and impairmer:t in respect of intangible assets other than software and internally generated intellectual property are
treated as reconciling items between reported operating profit and adjusted operating profit, except to the extent these have been
treated as restructuring costs.

ACQUISITIONS
NERUDIA
On 23 October 2017, the Group acquired 100 per cent of the share capital of Nerudia Limited As previously disclosed, a portion of the

consideration remained contingent and was tied to certain contractual pre-conditions The matter 15 expected to conclude in the
near future.

GOODWILL AND INTANGIBLE ASSET IMPAIRMENT REVIEW

Goodwill 1s allocated to groups of cash-generating units (CGUs) that are expected to benefit from the business combination in

which the goodwill arose For the Tobacco & NGP business CGUs are based on the markets where the business operates and are
grouped n line with the divisional structure in operation during the year The groupings represent the lowest level at which goodwnll
is monitored for internal managernent purposes. A surmary of the camrying value of goodwill and intangible assets with indefinite
lives s set out below.

2021 2020

Intangible Inzangible

assets with as5ats with

£ million Gaadwill indefinite lives Goodwl ndefir te lives
Europe 4402 334 4,645 353
Americas 4042 - 4265 -
Afnca Asia & Australasia 1,740 132 1836 14C
Tokacco & NGP 10,184 466 10,746 453
Distribution 1691 - 1,784 -
1,875 466 12,540 493
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Goodwill has ansen principally on the acquisitions of Reemitsrna in 2002 (all CGU groupings), Cormmonwealth Brands in 2007 (USA),
Altadis in 2008 (all CGU groupings) and ITG Brands in 2015 (USA). Intangible assets with indefinite lives relate to the tobacco trademarlk,
Davidoff which was purchased as part of the acquisition of Reemtsma in 2002,

The Group tests goodwill and intangible assets with indefinite lives for impairment annually, or more frequently if there are any
indications that impairment may have arisen. The value of a Cash Generating Unit Grouping (CGUG) is based on value-m-use
calculations. These calculations use cash flow projections derived from financial plans of our Tebacco business which are based

on detailed bottom-up market-by-market forecasts of projected sales volumes for each product ine These forecasts refiect, on an
mndvidual market basis, numerous assumptions and estirmates regarding anticipated changes in market size, prices and duty regimes,
consumer uptrading and downtrading, consumer preferences and cther changes in product mix, based on long-term market trends,
market data, anticipated regulatory developments, and management experience and expectations. We consider that pricing, market
size, market shares and cost inflation are the key assurnptions used 1 our plans,

GROWTH RATES AND DISCOUNT RATES USED
The cunpow:d annual growth rates implicit in these value-in-use calculations are shown below

2021 2020

Pre-tax Initial growth Long-tarm P-e-<ax discaunt Initial growth | ang-term

Yo discaunt rate rate growth rate rate rate grawtn rate
Europe 89 27 01 96 26 10
Amencas 98 57 16 38 13 19
Africa, Asia & australasia 121 17 na 129 04 21
Distrbunon 2 L5 14 130 08 16

Cash flows from the business plan penod are used for year one, two and three, then extrapolated out to vear five using the implicit
growth rate, shown in the table above as the initial growth rate. In certain markets, the extrapolated growth rate can exceed the long
term growth rate based on the husiness plan being a better reflection of the anticipated mitial growth. Estimated long term weighted
average compound growth rates are used beyond year five.

Long term growth rates are determumed as the lower of,

» the nominal GDP growth rates for the country of operation, and
« the extrapoletion of the initial growth rates as estimnated by management for years cne to five

Long-term growth rates are based on managemer:t's lor.g-term expectations, taking account of industry specific factors such

as the nature of our products, the role of excise in government fiscal policy, and relatively stable and predictable long-term macro
trends in the Tobacco industry. Year cn year variations in mitial growth rates may result ir consequential changes to estimated
long term rates,

[nscount rates used are based on the Group's weighted average cost of capital adjusted for the different nisk prefiles of the CGUs
Our impairment projections are prepared under the basis set out in IAS 36 which can differ from our intemal plans.

Eurcpe's initial growth rate 1s broadly consistent with the pnor year, and the long term growth rate has reduced reflecting the
alignment of outer year rates to reductions in initial growth rates for certain markets

Arnencas shows an mncreased inihal growth rate driven by the mass market cigar growth improved sales and benefits from
manufacturing and investment in leaf supply), reduced one-off costs for NGP & litigation settlements, The reduction in the long
term growth rates 1s based on changes in the macroeconomic cutlook.

Afnca, Asta & Australasia {AAA) increases in the initial growth rates are dnven by improved medium term forecasts, which
are heavily influenced by changes in the Australian market. The long term growth rate reduction reflects changes 1n certain
assurnptions associated with the extrapolation of the initial growth rate for a number of individual markets.

The Distbution discount rate reflects reductions in the country risk premnim dnven by macroeconomic factors. The inihal growth
rates reflects improved mediumn term forecasts.

Our impairment testing confirms there are sufficient cash flows to support the current carrying values of the goodwill held

at 30 September 2021, Any reasonable movement i the assumptions used in the impairment tests would not result in an
mpainment. The complexity of the estimation process and issues related to the assumptions, nsks and uncertainties inherent

in the application of the Group's accounting estimates in relation to intangible assets affect the amounts reported in the financial
staternents, especlally the estimates of the expected useful economic hives and the carrying values of those agsets. If business
conditions matenially change it is likely that materially different amounts could be reported in the Group's financial staternents
There are uncertainties associated with estimating the valuation of the recoverable amount.

At the present time the recoverable amount is sigrificantly in excess of the carrying value of goodwill and other intangible assets.
However, given the uncertainties mentioned above this could change n the future.
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Consideration of the impact of dimate change

In terms of the possible irnpacts of climate change, the two key metrics that could be sensitive to this are the inihal and the long-
term growth rate. If climate change has a negative impact on product sales revenues and/or the operating costs of the Group there
could be a potential impact on the discounted cash flow growth rates used within the valuation model. Lower future growth rates
would reduce the level of the discounted cash flow valuation and hence the armount of headroom avaiiable to the Group above

an impairment Ingger. At present, the rmaterial short to medium tenm risks presented by possible chmate change impacts will be
factored mto the mutial growth rates where they are known and can be guantified. For example, governrment requlatory changes

which impact cperating costs will be recogrused where they are knowr,

However, the current level of headroom for goodwill is substantial for the Group Using the current growth rate assumptions, cn a
CGUG basis, the total value of assets wall be recovered via the discounted cash flows withim a maximum of 9 years. Therefore, at
present, changes in the long-term growth rates beyond this period due to the impact of climate change would not be expected to

trigger an impaliment.

OTHER INTANGIBLE ASSETS

Other intangible assets are considered for impairment nsk The carrying values of brand mtangibles are reviewad against expected
future cash flows of associated products. Irmpairment will enly be recognised where there is evidence that the carrying value of the
brand cannot be recovered through those cash flows No impairments have been recognised for brand intangibles,

Intellectual property and product development intangible assets have also been reviewed to identify potential impairment triggers.
The impact of the 2021 strategic review programme, which was anncunced 11 the current financial year, has been identified as an
impatiment trigger The change in commercial plans has resuited in the exit of NGP product offerings in certain markets and the
implementation of a different approach to future product development, which focuses on achieving the best potential for sustainable
growth and 1s being led by consumer needs. The change in strategy has meant that certain previously acquired intangible assets
and internally generated development assets are now no longer required to support the business As a result of this, these assets
have been determined to have a nil residual value. This has resulted 1n an impairrnent of £118 nmullion relating to NGP intangible
assets (intellectual property and product development) in the year (2020 £29 million). Of this impairment charge £73 million

related tointernally generated intangible assets and has been taken: as a restructuring cost and the rernaining £45 million has been
recognised as an impairment charge within amortisation and impaument of acquired intangible assets, both of which are excluded
from adjusted operating profit. The impairment of £118 mullion 1s split between Europe (£96 mullion) and Americas (£22 million)

operating segments.

A further £2 million (2020: £2 milhon) impairment charge was inc.irred 1 the year relating to software.

13. PROPERTY, PLANT AND EQUIPMENT

200
Fixtures
Pilant and and imotor

£ miilian Property equipment vehicles Tatal
Cost
At October 2020 905 2216 438 3589
Additions 13 99 53 165
Disposals (78) {14) (43} (235)
Reclassifications S o 4 1 @ 1
Transfer to current assets held for disposal (8) - 12 (20)
Exchange movements (39) (116) {21 (176)
At 30 September 2021 797 2086 41 3294
Depreciation and impaiment
At 1Cctober 2020 188 1190 282 1,660
Deprecation charge for the year 20 104 33 157
Impairmment 2 n - 13
Dsposals (40) (93) (30) (163)
Reclassifications 4 ()] 2 @
Exchange movernents {12) (60} (12 (84)
At 30 September 2021 162 1146 27 1579
Net boog value
At 30 September 2021 635 940 140 1715
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20:0
Fixtures
Plan: and and mstor
£ million Property equiprment vehicles Total
Cost
At1Cctober 2019 905 2153 440 3542
Additons T 1 122 41 174
Disposals (16) 65) (30) {111)
Reclassifications 3 11 {13} &)
Exchange movemerits (2) (35) - (37)
At 30 Septermnber 2020 905 2216 438 3559
Depreciation and impainment
At 10ctober 2019 181 1104 278 1564
Deprenalun: Lharge for the year 18 17 34 169
{Impairment write back)/impairment 23 a8 - 36
Disposals 18) 149) (28) (83)
Reclassifications N {2) (2) {5)
Exchange moverments 12 (18) - (20)
At 30 September 2020 188 1180 282 1660
Net boog value
At 30 September 2020 77 1026 156 1899
14. RIGHT OF USE ASSETS AND LEASE LIABILITY
The movernents in Right of Use Assets n the year were as follows.
2021
Fixtures
Plant and and matar
£ millian Praperty equipment vehicles Total
Ne*book value
A1 Qctober 2020 2584 8 3 293
Addinons 29 2 22 53
Terrmunations & medifications (21 2) @) {26)
Depreciation (49) {2 (15) (66)
Exchange movemen's (1) - 1)} {12)
At 30 Septernber 2021 202 6 k"1 242
The movernents in lease liabilities in the year were as {ollows’

Lease
£ million Liahilities
At 1 Cotober 2020 209
Cash flow 69
Accreton of interest 7
New leases, terminations & medifications 26
Exchange movements (12)
At 30 Septernber 2621 251

The maturity profile of the carrying amount of the Group's lease habiliies and the contractual cash flows as at 30 September 2021 1s

as follows.

2021
Lease Effect of Contractual
£ million liahilities discounting cash flows

Amounts matunng
Within one year 57 7 64
Between one and five years 124 17 141
I five years or more 70 8 ¥i:]
251 32 283
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Future minimum lease payments liabilibes are analysed as below,

2021
Fixtures
Plant and and motor
Proparty equipment vehicles Total
Due i less than one year 47 2 15 64
Due between one and f1ve years il 3 2 141
Due in more than five years 78 - - Ki:}
Total future minimum leage payments payable 241 5 I 283
Effert of discounting (32)
Lease liahhty 251
The following are the amounts recognised in the Consolidated Income statement
200 2020
Expenses relating to short-term leases 4 4
Expenses relating to low value asset leases 2 2
Depreciation expense of Right of Use Assets 66 72
Interest on lease habilities 7 T
The movements in Right of Use Assets in the year ending 30 September 2020 were as follows
2020
Fixsures
Plant a2nd 21d matar
£ millton Prapsrty esuiprment vehicles Total
Net boox value
At 1 October 2019 279 7 41 327
Additions 24 4 11 39
Termurations & mocdifications 2) {4) {6
Depreciation {52) 3) {17 (72)
Exchange moverments 5 - - 5
At 30 Seprember 2020 254 8 31 293
The movements in lease habilities in the year ending 30 Septernber 2020 were as follows.

Lease
£ millien Liahdines
At10ciober 2018 326
Cash flow 72)
Accretion of interest _ 7
New leases, tenmunations & modifications S 32
Exchange movemers 5}
At 30 Septernber 2020 299

The matunty profile of the carrying amount of the Group's lease liabihties and the conitractual cash flows as at 30 September 2020 1s

as follows'
2020
Lease Effect af Cartractual
£ miflion lahilities discounting cash flows
Arnounts maturing
Within ore year 64 % 70
Between one and five years 160 15 175
In frve years or more 75 12 87
299 33 332
Future minimurm lease payments liabilities as at 30 September 2020 are analysed as below:
2020
Plant ard Fixtures and
Frgperty couspment  maotar vehicles Total
Due 1n less than one year 53 3 14 70
Due between one and flve years 151 5 15 175
Due 1n more than five years a7 - - 87
Total future rmurumum lease payments payable 281 <] 33 332
Effect of discounting (33)
Lease hability 239
WWW. IMPERIALBRANDSPLC.COM 191



NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

15. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

The principal joint ventures during the year were Corporacion Habanos SA, Cuba, Altabana SL, Spam and Glebal Horizon Ventures
Limited. Corporacion Habanos SA, Cuba and Altabana SL, Spain were disposed of on 29 October 2020 as part of the Premium Cigar
Division. Summarised financial information for the Group's joint ventures, which are accounted for under the equity methed, is
shown below:

2021
Cerpaoracion Global Harizon
£ million Habanos Altabana Ventures Others Total
Revenue 15 30 18 27 90
Profit after tax 5 [ 13 L] 28
Non-current assets - - 24 3 27
Current assets S B - - 47 49 96
Total assets - - T 52 123
Curren: habilities - - )] (43) (46)
Non-current habilihes - - - [C)] ]
Total lizhilities - - @) 52) (55)
Net assets - - 68 - 68
2020
Carzoracién Glebal Horizon

£ millian Habanos Altacara Ventures Others Toal
Revenue 188 227 16 6l 581
Profit after tax 43 52 1 12 106
Nor-current assets 458 27 - 1 496
Current assels 99 233 41 a2 455
Total assets 557 260 41 93 951
Current Lhabikties (147} f4d) (2 116) 1205)
Non-current Labilinies (28} 5 - (45) (78}
Total liakbties (175) {45) (2 (2] (283)
Net assets 382 215 39 32 [Siss]
TRANSACTIONS AND BALANCES WITH JOINT VENTURES

£ millian 202 202G
Sales o [ 163
Purchases from 19 m
Accounts receivable from - -
Accounts payable to 3 {24)
MOVEMENT ON INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

£ million 2021 2020
At1Cetober nz a1
Share of profit for the year from joint ventures and associates u 45
[nerease i mvestment 1 associates 3 5
Impairment of :nvestment i joint ventures - m
Dradends @ (27
Classification (to)/from held for disposal and disposals of business (32 50
Toreign exchange losses (2) 36)
At 30 September 88 u7
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16. INVENTORIES

£ millian 20 2020
Raw matenals 839 1,001
Work m progress 58 74
Finished inventories 2,755 2781
Other inventories 172 209

3834 4,085

Other inventories mainly comprise duty-paid tax stamps.
Within finished inventones of £2,765 mullion (2020. £2,781 million) there is excise duty of £1,282 rmllion (2020 £1,312 mullion).

It is generzlly recognised industry practice to classify leaf tobacco inventory as a current asset, although part of such inventery,
because of the duration of the processing cycle ordinarily would not be consumed vathin one year We estimate that around
£115 million (2020: £179 rullion) of leaf tobacca held within raw materials will not be utihsed within a vear of the balance sheet date.

17. TRADE AND OTHER RECEIVABLES

2021 2020
£ million Current Non-current Current Nam-current
Trade receivables 2431 3 2410 4
Less: loss allowance (68) k)] {112) (4
Net trade receivables 2363 - 2208 -
Cther receivables 227 58 178 45
Prepayments 159 4 162 9

2749 62 2638 57
Trade receivables may be analysed as follows:

2021 2520
£ million Currant Nan-current Zurrent Nan-current
Withir credit terms 2271 - 2138 -
Past due by less thar 3 months BS - 77 -
Past due by more than 3 months 7 - a3 -
Armopunts thar are mmpaired 68 3 12 4

2431 2410 4
The movemerts in the total loss allowanee for receivables can analysed as follows:
£ miltiarr 202 023
AtlOctober e 7
Net (decrease) / increase 1N provislon 45) 39
A130 September 7l 116

Trade receivables are reviewed by their nisk profiles and loss patterns to assess credit risk. Historical and forward-looking
information is considered to determine the appropriate expected credit loss allowance, Provision levels are calculated on the
residual credit risk after consideration of any credit protection which 1s used by the Group Expected credit losses (ECLs) are applied

to ret trade receivables which are measured reflecting hfetime ECLs using the simplified approach Trade receivables are all repayable
within 12 months and therefore the ECL provisicn represents all expected losses within this term

18. CASH AND CASH EQUIVALENTS

£ million 2021 2020

Cash at bank and i hand 673 791

Short-term deposfts-and other hqunz assets o ' - S 64 8%
1287 1626

£162 miltion {2020 £154 rmllion) of total cash and cash equivalents is held in countries in which pnor approval is required to transfer
the funds abrcad. Nevertheless, if the Group complies with these requirements, such liquid funds are at its disposition within a
reasoneble penod of time which 1n all cases1s 3 months or less from the date the transfer is requested.

I9. TRADE AND OTHER PAYABLES

2021 2020
£ million Current  Non-gurrent Zurrert hgn-current
Trade payables ) ) 1018 - 1151 -
Duties payable 5507 - 6129 -
Other taxes and soc:al secunty contributions 1399 - 1603 -
Dther payables 49 - 464 -
Accruals 733 7 783 ]

9,106 T 10170 5
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NOTES TC THE FINANCIAL STATEMENTS - CONTINUED

20. BORROWINGS

The Group's borrowings held at amortised cost, are as follows:

£ million 2020
Current borrowings

Bank loans and overdrafts 51
Capital market issuance’

£1,000m 2 25% notes due February 2021 925
£500m 0 5% notes due July 2021 456
£1,000m 8 0% notes due February 2022 -
Total current borrowings 1442
Nen-current borrowings

Bankloans T 1
Capital market 1ssuance

ELOD0M 9 0% notes due Febrmary 2022 1,056
§1,250m 375% notes due July 2022 480
$1000m 35% notes due February 2023 o i 782
€750 125% notes due August 2023 684
£600m 8 125% notes due Marcn 2024 626
51,000m 3 125% notes due July 2024 7a2
£500m 1 375% notes due January 2025 460
S1E00m 4.25% notes due July 2025 1172
€650rm 3 375% notes due February 2026 604
5750m 3 5% notes due July 2026 586
£500m 5.5% notes due September 2026 50C
£750rm 2.125% notes due February 2027 692
S1000m 3 875% notes due July 2028 781
£500rm 4.875% notes due June 2032 504
€1.0C0rm 175% riotes due March 2033 -
Total non-current borrowings 10,210
Total borrowings 11652
Analysed as

Capital market issuance 11530
Bank loans and overdrafts 62

Current and non-current borrowings nclude interest payable of £56 million (2020, £13 million) and £93 mallion (2020 £151 muliion)

respectively as at the balance sheet date.

Interest payahle on capital market 1ssuances are at fixed rates of interest and interest payable on bank loans and overdrafts are at

fleating rates of interest

On 30 November 2020, €1,000 rulthion 2.25 per cent notes were repaid. On 18 March 2021, €1,000 millior 175 per cent notes due
March 2033 were issued. On 27 April 2021, €500 million 0.5 per cent notes were repaid. On 29 Septernber 2021, 51,250 rmllion

3.75 per cent notes were repaud.

All borrowlngs are unsecured and the Group has not defaulted on any borrowings durng the year (2020 no defaults).

NON-CURRENT FINANCIAL LIABILITIES

The maturity profile of the carrying amount of the Group's non-current liabilities as at 30 September 2021 {including lease liabilities

detailed in note 14 and net denvative financial instraments detailed 1n note 22) 15 as follows

2021
£ million Borrowings Tatal
Amounts matunng.

Between one and two years 1393 1436
Between two and five years 4553 4,619
In five years or mare T ’ 2,769 3447

8715 9,502
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Net derivative

firancial
Lease labilities/
£ million Barrawings habilties (assets) Tatal
Amounts maturing
Between one and two years 2,037 54 17 2108
Betweern two and five years 4506 106 {37 4575
n five ygars o maore o - 3867 75 348 ‘4,59[37
10210 235 828 11273
FAIR VALUE OF BORROWINGS

The fair value of borrowings as at 30 September 2021 is estimated to e £10.386 million (2020: £12,496 million). £10,334 mmuliion (2020

£12,434 million) relates to capital market 1ssuance and has been determined by reference to market prices as at the balance sheet
date. A comparison of the carrying amount and fair value of capital market issuance by currency is provided below The fair value
of all other borrowings is considered te equal their carrying amount.

2021 2020
Balance sheet Balance sheet
£ million amount Fair value amourt Far value
GREP 2,686 2894 2,686 3064
EUR 3168 3278 3021 3943
UsD 3916 4,162 5083 5437
Total capital market 1ssuanee 9,770 10334 11590 12434
UNDRAWN REVOLVING CREDIT FACILITIES
At 30 September the Group had the following undrawn committed facilites:
£ milllon 2021 2220
Arncunts matunng.
Between one anc two years - 1551
Between two and five yearg 3,012 3193
302 4744

During the year the maturity date of the Group's existing syndicated multicurrency facility for £3560 milhion was extended to
30 Septermber 2024

During the year six blateral facilities for a total of £1700 million were cancelled.

2L FINANCIAL RISK FACTORS
FINANCIAL RISK MANAGEMENT
OVERVIEW

In the normal course of business, the Group 1s exposed to financial risks including, but not imuted to, market, credit and hquidity
nsk This note explains the Group's exposure to these rnisks, how they are measured and assessed, and surnmarises the policies
and processes used to manage them, including those related to the management of capital.

The Group operates a centralised treasury function which is responsible for the management of the financial risks of the Group,
together with 1ts financing and liquidity requirements. Financial risks comprise, but are not lirmted to, exposures to funding and
liquidity, interest rate, foreign exchange and counterparty credit risk. The treasury function is also respersible for the finarcial
risk management of the Group's global defined benefit pension schemes and management of Group wide Insurance programs
The treasury functior. does not operate as a profit centre, nor does it enter into speculative transactions

The Group's treasury activities are overseen by the Treasury Commuttee, which meets when required and cornprises the Chief
Financial Officer, the Company Secretary, and the Director of Treasury. The Treasury Cornmittee operates in accordance with

the terms of reference set out by the Board and a framework (the Treasury Committee framework) which sets cut the expectations

and boundaries to assist in the effective oversight of treasury activities The Director of Treasury reports cn a regular basis to the
Treasury Comimttee.

The Board reviews ar:d approves all major treasury decisions.

The Group's management of financial risks cover the following.
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

(AY MARKET RISK
PRICE RISK

The Group 1s not exposed to equity securities price risk other than assets held by its pension funds disclosed in note 24 and the
investment in convertible debentures issued by Auxly Cannabis Group Inc. The Group is exposed to cornmodity price risk in that
there may be fluctuations in the price of tabacco leaf. As with other agricultural commodities, the price of tobacco leaf tends to

be cyclical as supply and demand considerations influence tobaccoe plantings in those countries where tobacco ig grown. Also,
different regions may experience vanations in weather patterns that may affect crop quality or supply and so lead to changes in
price. The Group seeks to reduce this price risk by sourcing tobacco 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 to this risk over the short
to redium term 1o levels considered not matenal and accordingly, no sensitivity analysis has been presented.

FOREIGN EXCHANGE RISK

The Group 15 exposed to movements in foreign exchange rates due to its commercial trading transactions and profits denominated
i1 foreign currencies, as well as the translation of cash, borrowings and derivatives held in non-functional currencies.

The Group's financial results are principally exposed to fluctuations in Euro and US dollar excharge rates. Management of the
Group's foreign exchange transaction and translation risk 1s addressed below.

TRANSACTION RISK

The Group’s material transaction exposures arige on costs denominated in currencies other than the functional currencies of
substdiaries, including the purchase of tobacco leaf, which 1s sourced from various countries but purchased principally in US dollars,
and packaqing materials which are sourced from various countries and purchased in a nurrber of currencies. The Group 1s also exposed
to transaction foreign exchange risk on the conversion of foreign subsidiary earnings into stetling to fund the external dividends to
sharehclders This is managed by selling Euros and US dollars manthly throughout the year. Other foreign currency flows are matched
where possible and rermaining foreign currency transaction exposures are not hedged.

TRANSLATION RISK

The Group seeks ta broadly match the currency of borrowings to the currency of 1ts underlying investments in overseas subsidiaries,
which are primarily Euros and US dollars. The Group issues debt in the most appropriate market or markets at the time of raising
new finance and has a policy of using derivative financial instruments, cross-currency swaps, to change the currency of debt as
required. Borrowings denominated in, or swapped into foreign currencies to match the Group's investments in overseas subsidiaries
are treated as z hedge agamnst the net investrnent where appropnate.

FOREICN EXCHANGE SENSITIVITY ANALYSIS

The Group's sersitivity to foreigr. exchange rate movements, which impacts the trarslation of monetary iterns held by subsidiary
cornpanies in currencies other than thewr functional currencies, is illustrated on an indicative basis below The sensitivity analysis
has been prepared on the basis that net debt and the proportion of financial instrurnents in foreign currencies remair: constant,
and that there is no change to the net nvestrnent hedge designations in place at 30 September 202X The sensitivity analysis does
not reflect any change to revenue or non-finance costs that may result from changing exchange rates, and 1grores any taxation
implications and offsetting effects of movements in the fair value of derivative financial instruments

2021 2022

Increase in Ipzresss in

£ million income IrLOme
Income staterment impact of non-funchonal currency foreign exchange exposures:

10% appreciation of Sterling against Euro (2020 10%) B - s 544

10% appreciation of Sterling against US doellar (2020 1% i 3

An equivalent depreciation of Sterling agamnst the above currencies would cause a decrease in income of £462 mullion and £9 million
for Euro and US dollar exchange rates respectively (2020: £665 millicn and £10 million).

Movements in equnty in the table below relate to Intercornpany loans treated as quast-equity under IAS 21 ard hedging instruments
desighated as net investrmnent hedges of the Group's Euro and US Dollar dencminated assets

2021 2023

Change in Znange

£ million equity equity
Equity impact of norn-functional currency foreign exchange exposures:. o

10% a})[;rglatgéﬁ of Sterhing against Eura (2020, 10%), i 264 a5
1% appreciation of Sterhing against US dotlar 2020 10%) 270 (134)

An equivalent depreciation of Sterling agaimnst the ahove currencies would result in a change in equity of £(323) millior: and
£{330) million for eurs and US dollar exchange rates respectively (202U, £{494) million and £163 million).

At 30 September 2021, after the effect of denvative financial instruments, approximately 78 per cert of the Group's net debt was
denominated in Eure and non US Dellar currencies (2020 70 per cent), 22 per cent i US dollars (2020 30 per cent).
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INTEREST RATE RISK

The Group's interest rate nsk arises from its borrowings net of cash and cash equivalents, with the primary exposures arising
from fluctuations in Euro and US dollar interest rates. Borrowings at variable rates expose the Group to cash flow interest rate nisk
Borrowings at fixed rates expose the Group to fair value interest rate risk.

The Group manages its exposure to interest rate nisk on 1ts borrowings by entering inte derivative financial instruments, interest rate
swaps, to achieve an appropriate mix of fixed and floating 1nterest rate debt in accordance with the Treasury Cominittee framework
and Treasury Commuittee discussions.

As at 30 Septernber 2021, after adjusting for the effect of derivative financial instruments detailed in note 22, approximately 68 per cent
(2020: 71 per cent) of net debt was at fixed rates of interest and 32 per cent (2020 20 per cent) was at floating rates of interest,

INTEREST RATE SENSITIVITY ANALYSIS

The Group's sersitivity to interest rates on 1ts Euro and US dollar monetary itemns which are primarily external borrowings, cash and
cash equivalents, is illustrated on an indicative basis below. The impact in the Group's Income Statement reflects the effect on net
finance costs in respect of the Group’s net debt and the fixed to floating rate debt ratio prevailing at 30 September 2021, ignoring any
taxation implicatiors and offsetting effects of movements in the fair value of derivative financial mstruments.

The sensitivity analysis has been prepared on the basis that net deht and the derivatives portfolio remain constant and that there is
ne net impact on other comprehensive income (2020, £nil).

2021 2020

Change in Change n

£ million income income
Income statement impact of interest rate movements’

+/- 1% mcrease n Euro interest rates (2020 1%) 28 28

+- % increase i US dollar interest rates (2020 1%) 6 8

{B) CREDIT RISK

[FRS 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 iosses as a result of credit risk on initial recognition of financial assets and 16 recognise changes in
those expected credit losses at each reporting date Allowances are measured at an amount equal to the hietime expected credit
losses where the credit risk on the recevables increases significantly after initial recognition. The Group 1s primarily exposed to
credit risk arising from the extersion of credit to1ts customers, on cash deposits and dervatives. The maximum aggregate credit
risk to these sources was £4177 million at 30 September 2021 (2020: £4,902 mullion)

TRADE AND OTHER RECEIVABLES

Policies are 1n place to manage the risk associated with the extension of credit to thurd parties to ensure that commercial intent

is halanced effectively with credit risk management Subsidiaries have policies in place that requure eppropriate credit checks on
customers and credit is extended with consideration to financial risk and creditworthiness. If a customer requires credit beyond an
acceptable limit, security rmay be put in place to minumse the financial impact in the event of a peyraent default Instruments that
may typically be used as security include non-recourse receivables factoring and bank guarantees, At 30 Septernber 2021 the level
of trade receivahles that were sold to a financial institution under a non-recourse factorng arrangement totalled £627 mmllion (2020:
£686 milhion). The total value of trade receivables reclassified as fair value was £69 rmllion at 30 September 2021 (2020 £22 rmllion).
There was no valuation difference between amorhsed cost and fair value. Analysis of trade and other receivables 15 provided in
note 17

FINANCIAL INSTRUMENTS

In order to manage its credit risk to any one counterparty, the Group places cash deposits and enters into derivative financial
nstruments with a diversified group of financial mstitutions carrying suitable credit ratings in Iine with the Treasury Comrmittes
framework Utlisation of counterparty credit limits 1s regularly monitored by treasury and [SDA agreements are in place to permit
the net settlerment of assets and liabilities in certamn circumstances In connectior: with one ISDA Credit Suppert Annex the Group
had placed £37 milhon as at 30 September 2021 (2020 £47 rmullion) as collateral with a third party in order to manage their counterparty
risk on the Group under denvative financial instruments

The table below summarises the Group's largest exposures to financial counterparties as at 30 Septernber 2021, At the balance sheet
date management does not expect these counterparties to default on their current obligathions

200 2020

Maximum MaximLm

exposure ta exposure ta

S&P credit credit risk S&° credit crerht sk

Counterparty exposure rating £ million rating £ rillion
Highwesl A+ 35 At 14
2nd highest - - A 1
3rd highest - - A+ 5
4th highest - - A 7

5th highest - - - -

WWW IMPERIALBRANDSPLC.COM 197



NOTES TQ THE FINANCIAL STATEMENTS - CONTINUED

O LIQUIDITY RISK

The Group is exposed to liquidity risk, which represents the risk of having insufficient funds to meet 1ts financing needs inany
particular location when needed. To manage this nsk the Group has a policy of actively maintaining a mixture of short, medium
and long-term committed facilities that are structured to ensure that the Group has sufficient available funds to meet the forecast
requirements of the Group over the short to medumn term. To prevent over-reliance on individual sources of hquidity, flunding1s
provided across a range of instruments including debt capital market issuance, bank term lcans, bank revolving credit facilities
and European commercial paper.

The Group pnmanly borrows centrally in order to meet forecast funding requirements, and the treasury function is in regular
dialogue with subsidiary companies to ensure their liquidity needs are met. Subsidiary cornpanies are funded by a combination
of share capital and retained earnings, intercompany loans, and in very limited cases through external local berrowings. Cash
pooling processes are used to centrahise surplus cash held by subsidiaries where possible in order to minimise external borrowing
requirements and mterest costs Treasury mvests surplus cash in bank deposits and uses foreign exchange contracts to manage
short termn liguidity tequienienls uy lie with shoil lettn cash flow forecasts. As at 30 September 2U21, the Group held liquid assets
of £1,287 rnillion (2020: £1,626 miliion),

The table below summarises the Group's non derivative financial liabilities by maturity based on their contractual cash flows as at
30 Septernber 2021 The amounts disclosed are undiscounted cash flows caloulated using spot rates of exchange prevailing at the
relevant balance sheet date. Contractual cash flows in respect of the Group's derivative financial instruments are detailed in note 22,

2021
Contractual
Balance sheet cash flaws Between 1and Between 2 and
£ millian amount total <l year 2 years 5 years > 3 years
Non-denvative financial habilites
Bank loans - 52 52 5 1 - -
Capital market issuance 9770 11,158 1341 1678 5,068 30N
Trade payables 1,018 1018 1018 - - -
Lease habibties 25] 283 64 55 B6 8
Total non-derivative financial habilities 1,091 1251 2474 1734 5154 3149
2020
Cantractual
dalar e sheet cash flows bewween ' and 2 Betweer Jand
£ million ameunt total <] year years = yea-s > 5 yeas
Non-derivative financ:al habilities ~
Bank loans 62 62 €l 1 - -
Capital market1gsuarce 11590 13,302 1806 2339 5165 3892
Trade payables ' 1191 ' 1191 1191 - - -
Lease liabilites i 299 3 70 66 10 7
Total non-dervative financial Labilities 13142 14,887 3128 2408 5275 4,079
CAPITAL MANAGEMENT

The Group defines capital as adjusted net debt ard equaty and manages its capital structure through an appropnate balance of debt
and equity 1n order to drive an efficient mix for the Group Besides the mimmum capitalisation rules that may apply to subsidiaries
In certain countries, the Group's only externally imposed capital requirements are interest cover and gearing covenants contained
within its core external bank debt facilities, with which the Group was fully comnphant during the currernt and pnor periods and
expects to be sc going forward.

The Group continues to manrage its capital structure to maintain investrment grade credit rating which it monitors by reference
to anumber of key financial ratios, including ongoing consideration of the return of capital to shareholders via regular dividend
payrnents and in on-going discussions with the relevant rating agencies.

As at 30 September 2021 the Group was rated Baad/stable outlook by Moody's Investor Service Lid, BBB/A-2/stable outlook by
Standard and Peor's Credit Market Services Europe Limited and BBB/F3/stable cutlook by Fitch Ratings Limited.

The Group regards its total capital as follows:

£ million 202 202C
Adusted net debt (note 31) 8,615 10299
Equuty attnibutable to the owners of the parent 5352 4871
Total capital 13567 15170
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HEDGE ACCOUNTING

The Group has investments in foreign operations which are consolidated 1n 1ts financial statements and whose functional
currencies are Furos or US dollars. Where it is practicable and cost effective to do so, the foreign exchange rate exposures
ansing from these investments are hedged through the use of cross cuirency swaps and foreign currency denomunated debt.

The Group only designates the undiscounted spot element of the cross currency swaps and foreign currency debt as hedging
instrurments. Changes in the fair value of the cross currency swaps attributable to changes in interest rates and the effect of
discounting are recognised directly in profit or loss within the "Finance Costs” line — These amounts are, therefore, not included
in the hedge effectiveness assessment.

Net investment gains and losses are reported in exchange movements within other comprehensive income and the hedging
mstrument foreign currency gains deferred to the foreign currency revaluation reserve are detailed in the statement of changes
in equity

The Group establishes the hedging ratio by matching the notional balance of the hedging instruments with an equal notienal
balarce of the net assets of the foreign cperation Given that only the undiscounted spot element of hedging instruments is
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 risk
component is determired as the change in the carrying amount of designated net assets of the foreign operation arising solely
frorn changes in spot foreign currency exchange rates.

All net investment hedges were fully effective at 30 September 2021

The following table sets out the maturity profile of the hedging instruments used in the Group's net investment hedging strategies:

2021
Maturity
Total national Batween Tand Betwaen 2 and
£ million halance <1 year 2 years S years > 5 years
Bonds (5253) - (1389} (3219) (645
CIOSS-CUITENCY SWaps (2,782) (1,026) - (L218) (538)
(8,035) (1,026) (1389} 4437 (1183
2520
Matunty
Total noticral Bewwee~Tand 2 Betwser 2 and
£ million balance ¢l yea- years = years » 5 years
Bonds 6,709) (1,369) 974, (3089 1277
CI0SS-CUITenCY SWaps (2,950 - (L088) [704) {1158)
(5659) [1369) 2,062, 13,793) [2.435)
The following table contamns detalls ¢of the hedqing instruments and hedged 1tems used 1n the Group's net iInvestment
hedging strategies’
2021

Carrying amount

Changes in fair
value used for

calculating
Motional hedge in
£ million balance Assets Liabilities Balance shest line item effectiveness

Hedqirg ynstrument
Bends 5,253 - 5286 Borrowings 308
Cross-currency swaps 2782 - 214 Derivative financial 168

instnments
Hedged itern

Investment 1 a foreign operation n/a 8,035 476
20:0

Carry'ng amau-it

Changes infair
value vsed for

calculatirg
hedge
£ million Notional balarce Assets Lizhilitias Balar.ce shees line e sffectiveness
Hedging instrument.
Bonds 6705 - 6,755 Borrowings 75
Cross-cUrrency swaps 2850 - 410 Denvatve financial (86)
mstruments
Hedqed item.
[nvestmen: in a forewn operation. n/a 9659 iy
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Reconciliation of changes in the value of net investment hedges.

2021
At the Other
beginring of income Comprehensiv  Repayments/ At the end of
£ million the year Staternent e [Income  {Barrowings) the year
Denvatives in net investment hedges of foreign operations (410) 28 168 - 214}
Bonds in net investment hedges of foreign operations (6,755 13 308 1148 (5.286)
Total (7165) 4 476 1148 {5,500)
2020
At the Other
beginming of Incame  Comprehensive Repayrents/ At the ena of
£ million the year Staterment Incarme {Barrawings) the year
Derivatives in net investmen: hedges of foreign operatons (341) 17 (86) - {410)
Bonds in net investrnent hedges of foreign operations (8.482) 87 17 1623 (6,755)
Total {8823) 104 59 1623 {7,165)

The Group also treats certain permanent intragroup loans that meet relevant qualifying criteria under IAS 21 as part of its net
investment in forelgn operations where approprate. Intragroup loans with a notional value of €2,506 million {2020 €2,506 million)
and US dollar loans with a notional value of $nil (2020: $5636 million) were treated as part of the Group's net investment in foreign
operations at the balance sheet date.

FAIR VALUE ESTIMATION AND HIERARCHY

All financial assets and liabilities are carried on the balance sheet at amnortised cost, other than derivative financial instruments
and the investment in Auxly Cannabis Group Inc. which are carned at fair value. Derivative fair values are determined based on
ohservable market data such as vield curves, foreign exchange rates and credit default swap prices to calculate the present value of
future cash flows agsociated with each denvative at the balance sheet date (Level 2 classification hierarchy per IFRS 7) Market date
13 sourced through Bloomberg and valuations are validated by reference to counterparty valuations where appropriate Some of
the Group's derivative financial nstruments contain early termination options and these have been considered when assessing
the element of the fair value related to credit risk. On this basis the reduction in reported net denvative habilities due to credst risk
18 £19 million (2020 £27 million) and would have been a £49 million (2020 £75 rmilliocn) reduction without considering the early
termination options There were no changes to the valuation methods or transfers between hierarchies during the year, With

the exception of capital market 13suance and the Auxly investment, the fair value of all financial assets and firancial liabilities

is considered approximate to their carrying amount as outlized in note 20.

AUXLY CANNABIS GROUP INC.

The Group has invested CAD 123 mullicn into Auxly Cannabis Group Inc. by way of a debenture convertible into 199 per cent
ownership at a conversion price of $0 81 per share Repayment of the debenture was due on 25 September 2022, but an 19 April 202
the debenture agreement was varied anid 1t 1s now repayable on 25 Septernber 2024. The debenture is valued &s a loan receivable
measured on the basis of discounting future cash flows at a rate of 14 per cent (2020 14 per cent) plus the application of an expected
credit loss provision At 30 September 2021 the loan was held at a fair value of £37 millicn (30 September 2020: £22 million), net of an
expected credit loss provision of £16 mallior: (30 September 2020 £36 mullion).

NETTING ARRANGEMENTS OF FINANCIAL INSTRUMENTS

The following tables set out the Group's financial assets and financial liabihties 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
prirmarily relate to collateral in respect of one denvative financial instnument under an ISDA Credit Support Annex

2021
Grass
callateral  Net financial Related
Grogs firandial assets/ assets/  amounts not
assats/ liabilities  liabilities per  set-off in the
£ millian liabilities set-off balance sheet  halance sheet Net
Assets
Denvatve financial instrumen's 496 (37 459 {435) 24
Liablities L - o L B
Derivative fimancal mstruments (1,083) 37 (1,045) 435 {611)
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2020

Gross callateral Net financiat Related
assets/ assets/ ar-aunts not
Crass fimancial la5 Ities labilties aer get-off in the
£ millicn assets/ liakil ties set-off balance sheet bala-ce sheet Net
Assets
Denvatve financial instruments G132 {47) 866 (858) 8
Liabilities
Denvanve financial instriments 1L729) 47 [1682) 253 1824)
The table below sets out the Group's accounting classification of each class of financial assets and lisbilities
2021
Fair value Fair value
thraugh  through other Assets and
incame comprehensive liahilities at
£ million statement income amortised cost Total Current Non-Current
Trade and ather receivahles 37 - 2611 2648 2590 58
Cash and cash equivalen's - - 1287 1287 1237 -
Derivatives 459 - - 459 68 391
Total financial assets 496 - 3,298 4394 3945 449
Borrowings - - (9822) (9822) (107 (8,715)
Trade and other payakles - - (8373) (8373) (B8AT3) -
Denvatives (832) (214) - (1,546) 62 (984)
Lease habilites - - (251) (281) 57 (194)
Total financial habilines (832) (214) (18,446) (19,492) (9,599) (9,893
Total et financial (liahlities) (336) (214} (14548) (15,098) (5.654) (9444
2025
Fzir value
Fairvalue  th-ouch ather Assets anz
thraugn ncamre  comprehensive labilties at
£ millian staternent income  amartised cost Tatal TLreent Nun-Currers
Trade and other receivables 22 - 2502 2524 2478 48
Cash and cash equivalents - - 1526 1626 les -
Derivatives 866 - - 566 33 813
Total financial assets 888 - 4128 5016 4155 apt
Borrowings - - (11,652} [11652) (1442 (10210%
Trade and other payables - - {9.387) (9,387) 9387 -
Derivatives {1,272 4109 - (LEB2) 141 (1641
Legse liabilities - - (259 {(299) (B4} 1238)
Tatal financial liabilities L272 410 121338 {23020) 110534 12,086)
Total net financial {iabilities) 384 (410 17,210 18.,004) [6,779; 11,225

Derivatives classified as fair value through other comprehensive income relate to cross currency swaps desighated as hedges

of foreign currency denominated net investments The Group cnly designates the undiscounted foreign exchange spot elernernt
of the cross currency swaps and the changes n fair value related to this elernent are posted to other comprehensive income.
Changes in the fair value of the cross currency swaps attribatable to changes in interest rates and the effect of discounting are
recognised 1 the incormne statement. The Group also designates certain bonds as hedges of foreign: currency denominated net
wnvestments and the foreign exchange revaluation of those bonds 1s recognised in other comprehensive incorme The carrying
value at 30 September 2021 of those hords mcluded 11 the above table 15 £5,286 million (2020 £6,755 rilhion). All of the Group's net

investment hedges remain effective.
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

22. DERIVATIVE FINANCIAL INSTRUMENTS

The Group'’s derivative financial instrurnents held at fair value, are as follows:

2001 202C
£ millian Assets Liabilities Net Fair Value Assets Lizklities  Net Far Value
Current derivative financial instruments
Interest rate swaps 60 (33) 27 41 3y 10
Foreign exchange contracts 4 (4 - 9 {10 1)
Cross-ClLIIency Swaps 4 (25) (21} 3 - 3
Total current denvatves 68 (62} 6 53 141y 12
Collateral’ - - - - - -

68 (62) 6 53 {a1) 12

Non-current derivauve frnancial instiuments
Interest rate swaps 391 (780) (389) 813 (1204) (391)
Cross-cUrrency swaps - 24y (241) - {484) f484)
Total non-current denvatves 391 (021 (630) 813 {1.688) (875)
Collateral’ - 37 37 - 47 47

391 (a84) (593) 813 {1641) (828)
Total carrying value of derivative financial instnuments 4549 {1,046) [£2:14] 866 1,682) [818)
Analysed as'
Interest rate swaps 451 (813) {362) 554 (1235) 1381
Forellgn‘é}'cchange contracts ) 4 {4) - g '(717[5)' I 7(71)7
CIoss-CUITency Swaps 4 (266) (262) 3 (484) (481)
Cellateral! - k1s 1 - 47 47
Total carrying value of denvative financial instraments 459 (1L046) (587) 866 11682) {816)

L Colateral deposited against denvative flnancia. labilities under the terns and cotditions of covateral appendices

Fair values are determined based or: observable market data such as yield 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 is
sourced from a well known financial data company end valuations are validated by reference to counterparty valuations where
appropriate. Sorme of the Group's denvative fiinancial instruments contain early termination options and these have been considered
when assessing the element of the fair value related to credit risk Cr: this basis the reduction in reported net derivative liabilities due
to credit risk is £19 million (2020 £27 milliocn) and would have been a £49 mullion (2020, £75 muillion) reduction without considering
the early termination options, The classification of these denvative assets and liabilities under the IFRS 7 fair value hierarchy is
provided in note 21

MATURITY OF OBLIGATIONS UNDER DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instrumer:ts have been classified in the balance sheet as current or non-current on ar: undiscounted contractual
basisbased on spot rates as at the halance sheet date. For the purposes of the above and following analysis, maturity dates have
been based on the likelihood of any early termination options being exercised with consideration to counterparty expectations and
market conditions prevailing as at 30 Septermber 2021 Any collateral transferred to counterparties in respect of derivative financial
liabilities has been classified consistently with the related underlying derivative.

The table below summarises the Group's derivative financial instruments by maturity based on their remaining contractual cash
flows as at 30 Septernber 2021 The amounts disclosed are the 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 non denvative financial iInstruments
are detailed in note 21.

2021
Contractual
Balance sheet cash flows Between 1and Between 2 and
£ million amount total <] year 2 years S years *5 years
Net settled derwvatives (325) (480) i6 (1)) (157 (338)
Gross settled derivatives (262) - - - - -
- Tecelpts - 5,667 2516 66 2522 563
- payments - (5818) (2521 (48) (2,661) (588)
(587) (63 n 7 {296) (363)
2020
Certraczual
Balance sheet cash flows Between lane  Berween 2 and
£ million arraunt total <] year 2 years Syeas »5 years
Net settled dervatves (335) [47G) 52 19 104} {456)
Gross settled derivatives {481) - - - - -
—~ Tecelpts - 6,530 2240 1084 1528 1678
— payments - {6,858) (2,221 1L153) {1633) (185D
[816) (807) 81 150) (205) {529)
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DERIVATIVES AS HEDGING INSTRUMENTS

As outlined in note 21, the Group hedges its underlying interest rate exposure and foreign currency translation exposures
in an efficient, commercial and structured manner, primarily using 1nterest rate swaps and cross currency swaps. Foreign
exchange contracts are used to manage the Group's short term liguudity requirements in line with short term cash flow
forecasts as appropriate.

Thie Group does not apply cash flow or fair value hedge accounting, as permitted under IFRS9, which results in fair value gains and
losses attributable to derivative financial instruments being recognised in net finance costs unless they are designated as hedges
of anet investment in foreign operations, in which case they are recognised in other comprehensive income.

The group has considered the impending requirements to re-base LIBOR based mnterest rates to new risk-free based rates. The group
is currently undertaking ar: exercise to re-hase to nsk-free rates all its affected interest rate denvative contracts that rmature after the
end of Septernber 2021. GBP LIBOR contracts will be rebased to SONIA in the last quarter of the 2021 calendar year with USD LIBOR
contracts to be rebased later in the 2022 fiscal year. At present, it is not anticipated that these changes will impact the Group's
commercial hedging strategy, nor should they have a material financial impact.

INTEREST RATE SWAPS

To manage interest rate risk on its borrowings, the Group 1ssues debt in the market or markets that are most appropriate at the time
of raising new finance with regard to cutrency, interest denomination or duration, and then uses interest rate swaps to re-base the
debt into the appropriate proportions of fixed 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 term in accordance with the Treasury Cominittee framework
and Treasury Committee discussions. Fair value movements are recogrised 1n net finance costs in the relevant reporting period

As at 30 September 2021, the notional amount 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 were £10776 million equivalent (2020 £11,656 million:
equivalent) with a fair value of £425 million asset (2020 £854 million asset). The fixed interest rates vary from 1 1 per cent to

&7 per cent (2020° 05 per cent to 8.7 per cent), and the floating rates are EURIBOR, GBP LIBOR and USD LIBOR

As at 30 September 2021, the notional amount of interest rate swaps outstanding that were entered into to convert the Group's debt
nto the appropriate proportion of fixed and floating rates to manage and re-profile the Group's interest rate risk were £8,806 million
equivalent {2020 £10311 rullion equivalent) with a fair value of £750 million lighility (2020: £1189 million liability). The fixed interest
rates vary from 0.5 per cent to 4 4 per cent (2020 0.5 per cent to 4.4 per cent), and the floating rates are EURIBOR, GEP LIBOR and
USD LIBOR This includes forward starting interest rate swaps with a total notional armount of £1531 million equivalent (2020,

£2,516 mullion equivalent) with tenors betweer: 3.5 and 6 vears, starting between May 2022 ard October 2024.

all of the Group's GBP and USD interest rate swaps will be impactad by the changes to the use of LIBOR mterest rates However, the
impact of the changes is not expected to be maternal.

CROSS-CURRENCY SWAPS

The Group enters into cross currency swaps to convert the currency of debt into the appropnate currency with corsideration o the
underlying assets of the Group as appropriate. Fair value movements are recognised in net finance costs m the relevant reporting
period unless the swaps are designated as hedges of a net investment i foreign operaticns, in which case the fair value movemert
attributable to changes in foreign exchange rates are recognised 1n other comprehensive ncome

As at 30 Septermber 2021, the rotional armount of cross currency swaps entered into to convert floating rate sterling debt into
the desired currency at floating rates of interest was £2,600 rnuilion (2020: £2,600 milhon} and the fair value of these swaps was
£214 million net liability (2020, £409 million net liability); the notional amount of cross currency swaps entered Into to convert
floating rate US dollar debt into the desired currency at floating rates of interest was $1,750 ralhon (2020: $1750 mitlion) ard the
fair value of these swaps was £48 million net liability (2020: £71 million net liability).

HEDGES OF NET INVESTMENTS IN FOREIGN OPERATIONS

As at 30 September 2021, cross currency swaps with a notional amount of £3233 million {2020: €3 233 mulhon) were designated as
hedges of net investments in foreign operations. Dunng the year, foreign exchange transiation gains amounting to £268 million
(2020: £87 million losses) were recogmsed within exchangs movements in other comprehensive income in respect of cross
currency swaps that had been designated as hedges of a net investiment in foreign operations. No hedging ineffectiveness
occurred durng the year (2020 £nul)

The movements in Other Comprehensive Income due to net iInvestment hedqing in the period were as follows.

£ million 202 2220
Foreign exchange gains/{losses) on borrowings 308 75)
Foreign exchange gains on denvative inancial instruments 168 7
Reclassification ta the Income Statement a7 -

593 v

All of the Group's cross currency swaps will be impacted by the changes to the use of LIBOR interest rates. However, this will not
impact the effectiveness of the contracts in their net investment hedge relationship and the calculation of the amounts recognised
in other comprehensive income will be unaffected
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FOREIGN EXCHANGE CONTRACTS

The Group enters into foreign exchange contracts to manage short term liquidity requirernents in line with cash flow forecasts Asat
30 Septemnber 2021, the notional amount of these contracts was £1.430 milhion equivalent (2020. £2,126 million equivalent) and the fair
value of these contracts was a net liability of £0 6 midhon (2020; £0.7 million net hability).

23. DEFERRED TAX ASSETS AND LIABILITIES

DEFERRED TAX ASSETS
Consolidated Conschidated
income incorme  Consolidated Conscheted
statement statement  balance sheet  balance sheet
£ million 2021 2020 2021 2020
Accelerated depreciation and amortisation ] 34 (864) (871)
Retirement benefits (38) (17) (z3) 88
Other ternporary differences 201 (32) 414 240
Deferred tax expense 156 {15)
Net deferred tax liabilities (473) (543)
REFLECTED IN THE CONSOLIDATED BALANCE SHEET AS FOLLOWS
£ million 2021 2020
Deferred tax assets 564 381
Deferred tax llabihties ) (L,037) (524)
(473) (543
RECONCILIATION OF NET DEFERRED TAX LIABILITIES
£ million 2021 2020
As at 1 Cetober (543) (561)
Charged to the 1ncome statement 156 (15)
(Charged)/eredited to other comprehensive income (33 2
Transferred to held for disposal - 1
Exchange movements (55) 10
Other movements 2 {5)
Asat 30 September (473) (543)

Included within net deferred tax liabilities are deferred tax assets recognised of £267million (2020 £42 million) for tax credits arising
1 the Group's Spanish business. The majority (£239 rullion) of these tax credits were recognised ini the current year following an
intermal reorganisation of the Spanish busiress These tax credits have no time expiry. Utilisation of these tax credits is restricted

to 50% of the Spanish business' taxable profits arising 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 to be forecast future taxable profits which support
the recognition of these long term deferred tax assets The pericd over which these deferred tax assets are utilised is sensitive to
forecasting assumptions about future growth rates (which may be influenced by the future effects of climate change) and regulatory
changes Any material effects of climate change in the long term could extend the period over which the deferred tax asset will be
recovered but as the tax credits do not expire, the Group considers there 1s positive evidence that sufficient future taxable profits
would still be available Based on arange of forecast scenarios modelling sensitivities these deferred tax assets are expected to be
utilised over a period of 20-25 years. Deferred tax assets of £57 million (2020, £63 million) for tax credits have not been recognised
due to the potential uncertainty of the utilisation of the credits Of these unrecognised deferred tax assets £57 million (20200

£63 million) are expected to expire between 2022 and 2027

Included within net deferred tax liabilities are deferred tax assets recognised for retirement benefits of £157 million (2020:

£176 million) anising in the Group's German business These deferred tax assets are expected to be recovered both by way of
utihsation aganst the reversal of deferred tax liabihities of £33 million {2020: £7 mullion) arising in 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. These deferred tax assets are expected to be recovered over a

period of 20-40 years corresponding to the life of the pension scheme.

Within Other temporary differences, deferred tax assets of £25 muillion (2020, £84 million) are recognised for tax losses carmed
forward to the extent that the realisation of the related tax benefit through future taxable profits is probable.

Ag at the halance sheet date, deferred tax assets of £130 million (2020 £152 million) for tax losses, and £13 rmillion (2020: £17 mullion)

for other temporary differences, have not been recognised due to the potential uncertainty of the utilisation of the tax losses and other
temporary differences in certain jrisdictions. Of these unrecognised deferred tax assets for tax losses £1 millior: (2020, £30 million) are
expected to expire within 1 year and £8 million (2020 £9 million) are expected o expire withir 5 years and the remaining £121 million
{2020 £113 million) has no time expiry. The deferred tax assets for other ternporary differences of £13 rmllion (2020 £17 million) have
e time expuy.

We have reviewed the recoverability of deferred tax assets in overseas terntones in the light of forecast business performar.ce. In
2021 we recognised deferred tax assets of £8 mullion that were previously unrecognised (2020: derecognised deferred tax assets of
£51 rillion that were previously recognised) on the basis that 1t is more likely than not that these are recoverable (2020 1rrecoverable)

A deferred tax liahility of £101 million (2020: £111 mullion) 1s recognised 11 respect of taxation expected to arise on the future
distribution of unremitted eamings totalling £5 billior: (2020: £7 billion).
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The temporary differences associated wath mvestments in the Group's subsidiaries, associates and joint ventures for which a
deferred tax hahility has not been recognised in the pericds presented, aggregate to £29 mullion {2020 £16 rullion). No liability has
been recognised because the Group Is in a position to control the timing of the reversal of those ternporary differences and itis
probable that such differences will not reverse in the foreseeable future.

The UK government announced in its budget on 3 March 2021 that it would increase the main rate of corporation tax by 6% to 25%
with effect from 1 April 2023, This change was substantively enacted on 24 May 2021 and, as a result, the effect has been reflected
in the closing deferred tax position included in these financial statements.

24. RETIREMENT BENEFIT SCHEMES

The Group operates a nurnber of retirement 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 Imperial Tobacco
Limited (ITL) in the UK, Reemtsma Cigarettenfabriker: GmbH in Germany and ITG Brands in the USA; these schemes represent
b4 per cent, 14 per cent and 8 per cent of the Group's total defined benefit obligations and 35 per cent, 23 per cent and 7 per cent of
the current service cost respectively.

IMPERIAL TOBACCO PENSION FUND

The UK scheme, the Imperial Tobacco Pension Fund {or 1TPF or Tund’), 1s a voluntary final salary pension scherne with a normal
retirement age of 60 for most members. The ITPF was offered to employees who joined the company before 1 October 2010 and has
a welghted average matunty of 17 years. Effective from 1 September 2017, members' pensionable pay was capped at the higher of
£75,000 or thelr pensionatle pay at 1 September 2017 By niumber, the population as at the most recent funding valuation comprises
72 per cent in respect of pensioners and dependants, 26 per cent n respect of deferred members and 2 per cent in respect of current
ermployees New employees in the UK are now offered 2 defined contribution scherne. In certaln circurnstances, surplus funds in the
defined benefit section, may be used to finance defined contribution section contributions on ITL's behalf with company
contributions reduced accordingly

The ITPF operates under trust law and is managed and adnunistered by the Trustees on behalf of the members in accordance with
the terms of the Trust Deed and Rules and relevant legislation The ITPF's assets are held by the trust,

The main risk for the Group in respect of the ITPF is that additior.al contributions are requured if the assets are not expected to be
sufficient to pay for the ber:efits. The investment portfolic 1s subject to a range of risks typical of the asset classes held, such as
crecht risk on bonds, and exposure to the property market.

Annual increases in benefits in payment are dependent on inflation so the main uncertainties affecting the level of benehits payable
under the ITPF are future irflation levels fincluding the mmpact of inflation on future salary increases below the pensionable pay cap}
and the actual longevity of the membership

The contributions paid to the ITPF are set by the ITPF Scheme Actaary every three years. The Scheme Actuary is an extemal
consultant, appointed by the Trustees Principal factors that the Scheme Actuary will have regard to include the covenant cffered by
the Group, the level of nsk n the ITPF, the expected returns on the ITPF's assets, the results of the funding assessment on an ongemng
basis and the expected cost of secunng benefits if the Fund were to be wound up.

The latest valuation of the ITPF was carried out as at 31 March 20.9 when the market value of the invested assets was £4,137 million
Based on the ongoing fundmg target the total assets were sufficient to cover 110 per cent of the benefits that had accrued to members
for past service, after allownng for expected future pay increases. The total assets were sufficient to cover 106 per cent of the total
benefits that had accrued to members for past service and future service benefits for current members In compliance with the
Pensions Act 2004, ITL and the Trustee agreed a scheme-specific funding target, a statement of funding principles and a schedule
of contributions accordingly.

Following the valuation, a dynamic contribution schedule has been agreed such that ITL's annual contributiens will reduce or
increase depending on the Fund's valuation going forward. The level of the ITL's annual contribution to the Fund is £65 million per
year for the year to 31 March 2022 Further contributions were agreed to be paid by [TL In the event of a dewngrade of the Group's
credit rating to non-investment grade by either Standard & Poor's or Meody's In addition, surety guarantees that were provided with
a total value of £600 million have been reduced to £225 million following the latest valuation and a parental guarantee from [mpenal
Brands PLC remains in place.

The [A3 19 liability measurement of the defined benefit abhigation (DBO) and the current service cost are sensitive to the assumptions
made about future inflation and salary growth levels, as well as the assumptions made about life expectancy They are also sensitive
to the discount rate, which depends on market yields on sterling denominated AA corporate bonds. The main differences between
the funding and [AS 19 assumnptions are a more prudent longevity assumption for funding and a different approach to setting the
discount rate. A consequence of the ITPF's investment strategy, with a proportion of the assets invested in retum-seeking assets,

is that the difference between the market value of the assets and the 1A5 19 liabil: hes may be relatively volatile.

The ITPF has a pension surplus on the [AS 19 measure, in line with IFRIC 14, recognition of the net asset on the fund is only appropriate
where It can be recavered. The ITPF trust deed gives the Group an ability to receive a refund of surplus assets assuming the full
settlernent of plan habilities in the event of a plan wind-up. Furthermore, in the ordinary course of business the Trustee has no rights
to unilaterally wirnd up the Fund or otherwise augment the benehts due to the Fund's members. Based on these circumstances, any
net surplus in this scheme 1s recognised n full.
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THE REEMTSMA CIGARETTENFABRIKEN PENSION PLAN

The Gerrnan scheme, the Reemtsma Cigarettentabriken Pension Plan (RCPP), 15 primarily a career average pension plan, though a
small group of members has final salary berefits. 1t has a weighted average maturity of 19 years. The scheme population comprises
51 per cent In respect of pensioners, 19 per cent in respect of deferred members and 30 per cent in respect of current employees [t
was closed to new members from 1 January 2020, but existing active members at that date continue to accrue benefits in the plan

The plan is unfunded and the company pays benefits as they arise. The plan’s cbligations arise under a works council agreement
and are subject to standard German legal requirements around such matters as the benefits to be provided to employees who leave
service, and pension increases n payment. Over the next year Reemtsma Clgarettenfabrnken GmbH expects to pay £23 million in
respect of benefits.

Annual increases ir: benefits in payment are dependent on inflation so the main uncertainties affecting the level of benefits payable
under the plan are future inflation levels and the actual longevity of the membership

The 1AS 18 liability measurement of the DBO 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 denominated AA corporate bonds.

ITG SCHEME

The main USA penaion scheme, held by ITG Brands is the ITG Scheme, a defined benefit pension plan that is closed to new entrants
Ithas a weighted average maturity of 11 years The population comprises 77 per cent in respect of pensioners, 10 per centin respect
of deferred mernbers and 13 per cent in respect of current employees

The plan is funded and benefits are paid from the plan assets Contributions to the plan are determined based or. US regulatory
requirements and TG Brands 1s not expected to make any contributions 1n the next year

Annual benefits in payment are assurmed not to increase from current levels The main uncertainty affecting the level of benefits
pavable under the plan 1s the actual longevity of the membership. Other key uncertainties impacting the plan include investment
nisk and potential past service benefit changes from future negotiations

The IAS 19 lighility measurement of the DBO and the service cost are sensitive to the assumnptions made about the above variables,
as well as the discount rate, which depends on market vields on US dollar denominated AA corporate bonds

OTHER PLANS

Cther plans of the Group include vanous pension plans, other post-employment and long-term employee benefit plans in several
courtnies of operation. Many of the plans are funded, with assets backing the obligations held in separate legal vehicles such as
trusts, others are operated on an unfunded basis. The benefits provided, the approach to funding and the legal basis of the plans
reflect their local terntories. [AS 19 requures that the discount rate for calculating the DBC and service cost 1s set according to the
level of relevant market yields on corporate bonds where the market 1s considered “deep’, or government bonds where it is not.

For the year ended 30 Septernber 2023 the group included four new schemes associated with operations in the Dominican Republic,
Poland and Australia in the [AS19 position {ollowing a review of the pension schemes In the group.

The results of the most recent available actuanal valuations for the various plans have been updated to 30 September 2021 in order to
determine the amounts to be included in the Group's consolidated finarcial statements. The aggregate [AS 29 position 15 as follows:
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DEFINED BENEFIT PLANS

2021 2020
€ millian pao Assets Total 0BAO Asscts Tota!
At1October (5,498) 5182 (316) 5877) 5223 (654)
Consolidated income staternent expense
Current service cost 47 - (47 (49) - {49
Settlements gains/(losses) 13 (13 - - - -
Past service costs 9 - 9 - - -
Cost of termmunation benefits 18) - (18} 2 - (2
Net interest (expense)/income on net defined benefit
(liabatity)/asset (87 89 2 {104) 99 (5)
Administraron costs pawd from plan assets - [15)] 5 - (6) (6)
Cost recogmsed 1n1 the income staternent (59) (62)
Remeasurements
Actuanal gain due to hahility expenence 64 - 654 36 - 36
Actuarial {loss)/gain due to financial assurnption changes (114) - (114) 22 - 22
Actuarial gan/(loss) due to demiographic assumption changes 4 - 4 228 - 228
Return an ple‘uﬁ assets é)addiﬁaambﬁnts meluded mnet
nterest income/{expense) above - 87 87 - (9} 9)
Remeasurement effects recognised in other comprehensive
meome 41 277
Cash
Ermployer contributions - 126 126 - 145 145
Employes contnbutions ()] 1 - ) 1 -
Benefits paid directly by the company 264 {264) - 266 (265) -
Net cash 126 145
Schernes broughtinto scope of IASIS (13) - G3) - - -
Exchange movernents 105 37 58 (17} (5 22
Total other 55 (2
At 30 September (5,319) 5166 (163) (5498) 5182 (316}

The cost of termination benefits in the year ended 30 Septermnber 202: and 30 Septernber 2020 mamly relate to restructuring activity

n Germarny.

RETIREMENT BENEFIT SCHEME COSTS CHARGED TO OPERATING PROFIT

£ millian 20 2020
Dehined benefit expense i operating profit 61 57
Defined contribution expense in operating profit 19 17
Total retirement benefit scheme cost in operating profit 80 74
Split as foilows in the consohdated incorne staternent
€ milkian 200 2020
Cost of sales 26 24
Distribution, advertising and selling costs 33 3l
Administrative and other expenses 21 19
Total reirement benefit scheme costs it operating profit 80 74
ASSETS AND LIABILITIES RECOGNISED IN THE CONSOLIDATED BALANCE SHEET
£ million 2021 2020
Retirement berefit assets 1046 940
Retirernent benefit Liabilities (1199) (1256)
Net retirement benefit hability (153) 315)
KEY FIGURES AND ASSUMPTIONS USED FOR MAJOR PLANS
201 2520

£ million unless atherwise indicated TPF RCPP ITGBH I7PF RCPP | T5HH
Defined benefit obligation (DBO) 3404 765 403 3516 Thd 434
Faur value of scheme assets (4385 - B (?56) {4.395) - {308)
Net defined benefit {asset)/hability (982) 765 7 {875) 764 36
Current service cost 17 15 3 18 16 4
Emplover contribuhions 65 - - a5 -~ -
Principal actuarial assumpt.ons used (% per annum)
Discount rate 21 1 27 17 09 28
Future salary increases 34 31 n/a 29 24 n/a
Future pension Increases 34 20 n/a 29 13 n/a
Inflation 34 20 23 29 13 25
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

2021
ITPF RCPP ITGBH
Male Female Male Female Male Female

Life expectancy at age 65 years.
Member currently aged 65 211 227 205 239 197 ~azr
Member currently éged 50 221 239 26 256 209 229
2020
11PF RCPE ITGBH
Wale Fernale Mals Female Vale Fernale

Life expectancy at age 65 years
Member currently aged 65 211 227 203 238 197 217
Mernber currently aged 50 220 238 224 255 209 229

Assumptions regarding future mortality experience are set based on advice that uses published statistics and experience in
each terrttory. In particular for the I[TPF, SAPS S3 (2020 SAPS S3) tables are used with various adjustments for different groups of

mernbers, reflecting observed experience. The largest group of members uses the SAPS S3 All Pensioner Male Amounts table with a
101 per cent multiplier. An allowance for improvernents in longevity 1s made using the 2018 (2020: 2018) CMI improvernent rates with
a long-term trend of 1.25 per cent per annum

SENSITIVITY ANALYSIS FOR KEY ASSUMPTIONS AT THE END OF THE YEAR

Sensitivity analysis is illustrative only and is provided to demonstrate the degree of sensitivity of results to key assumptions.
Generally, estimates are made by re-performing calculations with one assumptior: medified and all others held constant.

2021 2020
% increass in DBG MRF HCPP ITGEBH ITRF RCPP ITORE
Drscount rate' 05% decrease 86 108 58 BT 103 60
Rate ofinflation. 0.5% decrease 69 7.0 n/a 70 0.7 /A
One year increass 11 longewvity for a member currently age 65,
coresponding changes at other ages 51 51 51 49 48 50

The sensitivity to the inflatior assumption change includes corresponding changes to the future salary increases and future
pension Increases assumptions, but is assumed to be independer:t of any change to discourt rate

We estimate that a 0.5 pet cent decrease in the discount rate at the start of the year would have increased the consolidated income

statement pension expense by approximately £14 million.

An approximate split of the major categories of ITPE scherne assets is as follows

2021 2020

Percentage of Fercentage of

ITPF scheme ITRF scherre

€ million unless otherwise indicated Fair value assets Taw value assets
Equ:ties - - 1 -
éohaé — ndex Imked go_{f_errir-‘rgrit 215 48 2344 53
Bends — corporate and other 815 19 693 16
Froperty 592 14 533 12
Absolute returm 849 19 809 18
Cther —1including denvatves, commodities and cash 15 - 15 1
4,386 100 4,395 100

The primary investment objective is to invest the ITPF's assets i an appropriaie and secure manner such that members' benefit
entitlernents can be paid as they fall due. Specifically the ITPF targets an expected return in excess of the growth in the lighilities,
which i conyunction with the contnbutions paid is consistent to achieve and maintain an ongoing funding level of at least

100 per cent on a buy out basis by 2028

The majonty of the assets are quoted The ITPFE holds £nil of self-invested assets (2020 £nil) As in previous years, the value of ground

leases have been allocated to the property asset class.

An approximate spht of the major categories of [TGBH scheme assets1s as follows.

202

2020

Percentage of
ITGBH schemes

Percentage of
ITGBH scherne

£ million unless otherwise indicated Fair value assets Fair value assets
Investment funds 279 70 224 56
Bonds — fixed government 20 5 45 1
Bonds - corporate and other 63 16 121 3t
Cther - including derivatives, cormmodities and cash 34 g 8 2

39 100 398 100

The majonty of the assets are non-quoted
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25. PROVISIONS

201
£ millian Restructuring Other Total
At 1COctober 2020 253 163 416
Additional provisions charged to the consolidated income statemernt 141 50 191
Amounts used (63) (39} (102)
Unused amounts reversed (66) (24) (90)
Exchange movements (14) [yl (2)
At 30 Septernber 2021 251 143 394
Analysed as:
£ million 2021 2020
Current 188 22
Non-current 206 186

394 416

Restructuring provisions relate mainly to our 2021 Strategic Review Programme and Cost optimisation programmes (see note 5).

The restructuring provision is split between 2021 Strategic Review Programure of £86 million, Cost Optimisation Programimes of
£155 millior and other prograrmmes of £10 mullion.

Within the Cost optimisation programime provisions there is £73 million related to costs of consclidating the manufacturing capacity
within the Group. It 1s expected that the Cost optirnisation programmes restructunng provisions will be predomnantly utilised over
the next 2 years.

Other provisions include £41 million relating to local employment requuirernents including holiday pay, £58 milhon relating to various
local tax or duty requirements and £23 million of employment and duty provisions associated with distribution The provisions are
spread throughout the Group and payment will be dependent on local statutory requirermnents

26. SHARE CAPITAL

£ million 2021 202G
Authonised, 1ssued and fully paad

1020697 238 ardinary shares of 10p each (2020:1,020697,238) 103 103

During the vear nil shares (2020, 5,098 508 shares) were repurchased and immediately cancelled, increasing the Capital
Redemption reserve.

Cn 6 March 20i4, 31,942,881 shares held in Treasury were cancelled creating the Capital Redemnption reserve, and between
September 2017 and December 2017, 4,873916 shares were cancelled increasing this reserve.

27. SHARE SCHEMES

The Group operates four types of share-based incentive programmes, designed to mncentivise staff and to encourage them to build
a stake in the Group

SHARE MATCHING SCHEME

Awards are made to eligible employees who are invited to invest a proportion of their eligible bonus in shares for a peried of three
years, after which rmatching shares are awarded an a Ll ratio, plus dividend equivalents

LONG TERM INCENTIVE PLAN (LTIP)

Awards of shares under the LTIP are made to the Executive Directors and senicr executives at the discretion of the Remuneration
Committee. They vest three years after grant and are subject to performance criteria, Dividend equivalents accrue on vested shares
SHARESAVE PLAN

Cptions 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 penod

DISCRETIONARY SHARE AWARDS PLAN (DSAP)

Under the DSAP, one-off conditonal 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 1o the participant’s continued employment The limit of an award
under the DSAP 15 capped at 25 per cent 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 critenia applying to Directors and some sentior executives are set out in the
Directors' Remuneration Report.
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ANALYSIS OF CHARGE TO THE CONSOLIDATED INCOME STATEMENT

£ million 2021 2020
Share Matching Scheme 3 4
Long Term [ncentive Plan 20 13
Sharesave Plan 1 2
Discretionary Share Awards Plan 1

*s 20

The awards are predominantly equity settled The balance sheet hability in respect of cash settled schemes at 30 September 2021
was £1.8 million (2020 £1.2 million).

RECONCILIATION OF MOVEMENTS IN AWARDS/OPTIONS

2021
Sharesave
Share weighted
matching average
scheme LTIP Sharesave exercise price

Thousands af shares unless otherwise indicated awards awards options  DSAP awards
Ourstanding at 1 Qctober 2020 461 5595 2006 70 1531
Granted 253 3,763 37 17 13.09
Lapsed/cancelled (25) (2,003) (323) @ 2174
Exercised (207 (943} [ul} (24) 545
Cutstanding a* 30 September 2021 482 7412 2053 60 13.89
Exercigable at 30 September 2021 - - 170 - 2224
2020
Sha-esave
weighted
Shars matehing LTI Sharesave avarage exercise
Thousands of shares unless otharwise indicated scheme awards awargs actions OSAP awards price £
Outstanding at 1 October 2019 783 4,313 1559 94 2121
Granted 297 3187 1386 2 1239
Lapzed/cancellad o ) ) (T2 (939 & 208
Exercsed (BOCY 123 - {21) 2501
Ousstanding ar 30 Septemnber 2020 461 6595 2,008 70 15.31
Exercisable at 30 Septernber 2020 - 147 - 2962

The weighted average Imperial Brands PLC share price at the date of exercise of awards and options was £14.96 (2020: £19.34)
The weighted average fair value of Sharesave options granted dunng the year was £2.35 (2020 £237).
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SUMMARY OF AWARDS/OPTIONS OUTSTANDING AT 30 SEPTEMBER 2021

Number of

awards/ Vesting period Exercise price

options remaining in of optians
Thousands of shares unless otherwise indicated outstanding months outstanding £
Share Matching Scheme
2015 14 5 n/a
202 156 17 n/a
2021 212 29 n/a
Total awards outstanding 482
Long Term ncentive Plan
2019 1512 5 nfa
2020 2526 18 n/a
2021 3374 30 n/a
Total awards outstanding 7412
Sharesave Plan
2018 170 - 224
2M9 23 i 17.45
2020 1279 23 1237
2021 - 37 3 1309
Total options outstanding 2053
[rscretionary Share Awards Plan
2018 - = n/a
2019 42 § n/a
2020 - - n/a
2021 18 29 n/a
Total options outstanding 60

The vesting period is the period between the grant of awards or options and the earliest date on which they are exercisable. The

vesting period remaining and the exercise price of options cutstanding are weighted averages. Participants in the Sharesave Plan
have six months from the maturity date to exercise their option. Participarts in the LTIP generally have seven years from the end
of the vesting period to exercise their option The exercise price of the options 15 fixed over the Iife of each ophon.

PRICING

For the purposes of valuing options to calculate the share-based payment charge, the Black-Scholes option pricing model has been
used for the Share Matching Scheme, Sharesave Plan, Discretionary Shares Awards Plan and one Lorg Terrn Incentive Plan with no
market conditions A summary of the assumnptiors used in the Black-Scholes medel for 2021 and 2020 15 as follows:

2021
Share

matching Sharesave DSAP

Fisk-free interest rate % 07 02-(0.4) 07

Yolatdity (based on 3 or 5 year history) % 36.0 339-339 263

Expected Lives of options granted years 3.00 3.00 3.00

Duvidend yield % 8.85 8.86 6.7

Falr value £, 1237 231-256 12.86

Share pnae used to determine exercise price £ 16,00 16 1827

Exerciseprice £ nfa 13.09 n/a

2020

Share

matching Sharesave

Risk-free interest rate % v 0.2-(0.4)

volatility (based on 3 or 5 year history) % 29.0 338-339

Expected lives of options granted years 300 300

Drvidend yield % B85 884
Fair value £ _' ) 1400 238245

Share price used to determine exercise price £ 18.25 152C-1526

Exercise price £ n/a 1237

WWW. IMPERIALERANDSPLC.COM 211



NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Market conditions were incorporated into the Monte Carlo method used in determining the fair value of LTIP awards at grant date.
Assumptions in 2021 and 2020 are given 1n the following table:

Y% 2021 2020
Future Impenal Brands share price volatlity 312 200
Future Imperial Brands dividend yield - -
Share price volatility of the tobacco and alcohol comparator group 17.4-40.9 147283
Correlation between Impenal Tobacco and the alcohol and tobacco comparator group 267 221

EMPLOYEE SHARE OWNERSHIP TRUSTS

The Impenal Tobacco Group PLC Employee and Executive Benefit Trust and the Impenal Tobacco Group PLC 2001 Employee Benefit
Trust (the Trusts) have been established to acquire ordinary shares in the Company to satisfy nghts to shares arising on the exercise
and vesting of options and awards. The purchase of shares by the Trusts has been financed by a gift of £19.2 million and an interest
free loan of £147 5 muhon 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 2021 All finance costs and administration expenses connected with the Trusts
are charged to the consolidated income staternent as they accrue. The Trusts have waived their nghte 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

Millions af shares 20N 2029
AtlQctober 21 2.8
Gift of shares from Treasury - -
Distribution of shares held by Employee Share Ownership Trusts 2 107)
At 30 Sepremnber 09 21

The shares in the Trusts are accounted for on a first in first cut basis and comprise ril shares acquired 1n the open market
(2020, nil) and 0.9 million (2020: 2 : million) treasury shares gifted to the Trusts by the Group. There were nil (2020: n1l) shares
gifted in the financial year 2021

28. TREASURY SHARES

Shares purchased under the Group's buyback programme represent a deduction from equity shareholders' funds, and are only
cancelled if the number of treasury shares approaches 10 percent of issued share capital During the year the Group purchased nil
shares at a cost of £l mutlicn (2020 5,098,508 shares at a cost of £32 million) which were immediately cancelled. Shares held in
treasury do not qualfy for dividends.

2021 2020
Millions af Millions of
shares shares
£ million unless otherwise indicated {numher) Value {nurher] Value
At 1 October 743 2183 743 2183
Purchase of shares - - 51 92
Cancellation of shares - - 51) 52)
Gifted to Employee Share Ownership Trusts - - - -
At 30 September 743 2183 743 2183
Percentage of 1ssued share capital 73 n/a 73 n/a
29. COMMITMENTS
CAPITAL COMMITMENTS
£ millian 200 2020
Contracted but not provided for
roperty. plant and equipment and software 86 187

30. CONTINGENT LIABILITIES

Where contingert liabilities are disclosed and not quantified this is because it is not practicable to do so.

USA STATE SETTLEMENT AGREEMENTS

In Novernber 998 the major US cigarette manufacturers, including Reynolds and Philip Mortis, entered into the Master Settlement
Agreemnent (MSA) with 52 US states and territories and possessions. These cigarette manufacturers previously settled four other
cases, brought by Mississippi, Florida, Texas and Minnesots, by separate agreements with each state (collectively with the MSA,
the State Settlement Agreements}). These State Settlernent Agreerments settled all health care cost recovery actions brought by, or
on behalf of, the setthng jursdictions against the defendants (the major US cigarette manufacturers), released the defendants from
various additional present and potential future claims; imposed future payment cbligations based on market share in the US; and
sigmificantly restricted their ability to market and sell cigarettes.

ITG Brands ([TGB) and its affiliates were not defendants in the litigations that led to the State Settlement Agreements However,
the MSA contained a provision allowing manufacturers that were not defendants to become parties. Under that prowision ITGB and
certain affiliates (ncluding its US affiliate Commonwealth Brands, Inc) became parties to the MSA. They make substantial annual
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MSA payments based on market share in the US and other factcrs, and are subject to the MSA's restrictions on their ability to market
and sell cigarettes.

On 12 June 2015, ITGB acquired four cigarette brands {(Winston, Salem, Kool and Maverick, referred to as the Acquired Brands) from
Reynolds and Lorillard Tobacco, in connection with Reynolds' parent’s acquisition of the stock of Lonllard Tobacco's parent Because
the MSA requires a purchaser of a brand to assumne settlement liability, the Asset Purchase Agreement {APA) between Reynolds

and [TGB required ITGB to assume MSA settlement payments on the Acquired Brands There is no similar mechanism permitting
companies that were not defendants to join the settlements with the four states that are not parties to the MSA (Florida, Minnesota,
Mississippl, and Texas, collectively called the Previously Settled States or PSS), For those settlements, the APA required ITGB to use
reasanable best efforts, with the assistance and cooperation of Reynolds and Lorillard Tobaceo, to reach agreement with the PSS to
make settlernent payments on the Acquired Brands on certain terms and conditiors.

Effective 12 June 2015, the date of closing of the transaction, ITGE became a party to the Mississippi settlement as to the Acquired
Brands ITGB had not become a party to the settlements with Flonda, Minnesota, or Texas by the date of closing. Two of those states,
Minnesota, and Texas, have statutes imposing fees on distributors’ sales of products manufactured by companies that are not parties
to the settlements, and post-closing fees were paid on sales of ITGB and affiliates’ products in those states under those statutes from
and after 12 .June 2015

Claims have been made agamst [TGB 1 connection with the acquisition of the Acquired Brands

FLORIDA

Cn 18 January 2017 Florida and Philip Morris filed moticns with the Florida court with jurisdiction over the settlernent claiming that
Reynolds and/or ITGB must make payments on the Acquired Brands under the Florida settlemert. Florida and Philip Morris alleged
that ITGB was a "successor” or “assign” to Reynolds' settlernent obligations. On 27 Decernber 2017 the court ruled that Reynolds was
lhable for settlement payments an the Acquired Brands, but ITGB was not because it was not a "successor” or “assign’ to Reynolds. On
29 July 2020 the imntermediate Florida appellate court affirmed. Reynolds asked that court for reconsideration and for permssion to
appeal to the Flonda Supreme Court. On 18 September 2020, the intermediate appellate court derued that motion. On 18 Cotober 2020,
Reyr.clds asked the Flonda Suprerme Court directly to permit it to appeal On 18 December 2020, the Florida Supreme Court denied
Reynolds’ petition for a farther appeal

Florida sought settlement payments on the Acquired Brands of approximately 5127 million plus interest, plus future annual
payments based on market share of approxirnately $26 millicn The Florida court's decision that Reynolds, not ITGB, must make
these settlement payments to Flonida is now final and unappealable and Reynolds is making the payments Reynolds has asked
the Delaware court to order the Group to indemnify it for those obligations, in the proceeding described below

MINNESOTA

On 23 March 2018 Minnesota filed a complaint and motion and Philip Morns filed 2 motion with the Minresota state court with
jurisdiction over the settlernent claiming that Reynolds and/or ITGB must make payments on the Acquired Brands under the
Minnesocta settlement. Minnesota and Philip Morns alleged that ITGB was a "successor” or “assign” to Reynolds’ settlernent
obligations. On 24 September 2019 the court ruled that Reynolds was liable for settlement payments on the Acquired Brands.

The court held that whether [TGB was a “successor” or "assign’ under the Minnesota settlernent would be determined by whether
ITGE had breached its duty under the APA with Reynolds to use reasonable best efforts to reach agreement with Minnesota to
joir: that settlernent. On: 19 Febraary 2020 the Minnesota court denied [TGB's motion seeking an immecdhate interlocutory appeal
The Minnesota court held a trial on whether ITG used 1ts reasonable best efforts to reach agreement with Minnesota to join the
settlernent on 31 August and 1-2 and 9 September 2020 Post-trial briefing and proposed findings of fact and conclusions of law
were subrriitted on 13 Novernber 2020, but the case was resolved before any decision was entered

The parties have resolved the Litigation in Minnesota, with the Court ardenng disnmussal of the claims with prejudice on 17 March 2021
Minnesota sought settlement payments on the Acquired Brands of approximately 358 million phus interest from 312 June 2015 forward,
plus future ennual payments of approximately S13 million, and Philip Morris sought additional amounts related to a portion of the
payment calculation affecting Philip Morns In the settlerment, ITG paid $28 million (£22 million) with respect to the claims from

12 June 2015 forward, and Reynelds paid $52 million. ITG will pay an estimated S13 mithon on 31 Decermber 2021 and each year thereafter.

TEXAS

On 28 January 2018 Texas and Philip Mornis filed motions with the Texas court with jurisdiction aver the settlement claiming that
Reynolds and/or ITGB must make payments with respect to the Acquired Brands under the Texas settlement. Texas and Philip
Morns alleged that ITGB was a “successor” or “assign” to Reynolds' obligations under the settlement. On 25 February 2020 the court
determined that Reynclds was liable for settlemnent payments on the Acquired Brands. The court held that [TGB was as "assign”
under the settlernent hut was not directly hable for settlement payments as a successor or assign, and referred further questions
regarding ITGBE's hability to Reyniolds or Texas to the Delaware litigation descnbed below

(On 5 May 2020, the court entered a Judgment. The jadgment further held that Reynelds’ settlement payments on the Acquired
Brands would be reduced by an offset for statutery fees under TEX HEALTH & SAFETY CODE § 161 601 et seq paid by or for ITGB.
The statutory fee had been collected frorm ITGR's distributors since June 2015 when ITGE acquired the Brands, with ITGB reimbursing
distributors for most of the fees paid. Effective 1 April 201G, Texas increased the fee amount from the lower rate paid for brands sold
by Subsequent Participating Manufacturers to the MSA to the higher rate paid on other brands. Texas further demanded payment

of the fee at the higher rate for the period between June 2015 and April 2019 plus penalties and interest, in the total amount of

$i73 million.
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Both Texas and ITGB asked the court o rernove the portion of its judgment reducing Reynolds’ settlement payments by the statutory
payments. The court denied those motions on 14 August 2020. The court further held that the judgment regarding Revnolds was final
and appealable, but that the holding regarding ITGB's liability was nat yet final until further actions from the Delaware and/or Texas
courts. Reynolds appealed the udgment agairst it. ITGB and Texas both also appealed, noting disagreement with the offset for
statutory fees. On § October 2020, Reynolds moved to dismiss ITGE's appeal {(but not Texas?) on the basis that the judgmentis not
final as to ITGB and does not injure it. ITTGB opposed the motion on 15 Qctober 2020, On 22 December 2020, the Court ordered the
motion ‘carried with the case’ to be decided aleng with the ments. Initial briefs on the merits were filed on 2 Novernber 2020,

The Texas case was resolved in May 2021 and the state and Philip Morns' claims have been dismissed, while a separate claim
brought by ITGB regarding the equity tax rate is awalting disrrussal Texas sought settlement payments on the Acquired Brands from
and after 12 June 2015 of approximately $167 million plus mterest, plis future annual payments based on market share of approximately
$36 rillion, and altematively sought approximately $173 rmlhon (including penalties and interest) in statutory fees. In the settlement,
ITG paid $135m 12 settlement payments (net of amounts accrued and statutory fees already paid) for 12 June 2015 and thereafter

and Reynolds paid $190m, and ITG will pay about $3m in addition to amounts already accrued on 31 December 2U21 and each

year thereafter.

DELAWARE

ITGB and Reyrolds are also ergaged in litigation in the Delaware court with respect to whether ITGB has satished 1ts obligations to
use ‘reasonable best efforts” to join the settlements with Florida, Minnesota and Texas under the APA through which ITGE purchased
the Acquired Brands and whether ITGRB is required to indemmnify Reynolds for amounts other courts may require Reynolds ta pay On
30 Novernber 2037, on cross-motions by Reynolds and [TGB, the Delaware court held that the “reascnable best efforts” provision did
not autornatically terminate due to the transaction closing, but determined further that the duty of reasonahle best efforts was not
perpetual and that whether ITGB complied with that obligation is a question of fact that the court has not decided On 23 September
2018, the Delaware court denied a rnoticn by Reynolds to held ITGE liable under other indemnity provisions of the APA for Reynolds’
lizbility under the Florida decision irrespective of whether ITGB breached a duty of reasonable best efforts, finding a fact question on
that argument, and granted Reynolds' metion that one of the conditions to reaching agreement on joinder related to equity taxes did
not apply in Florida. On 31 Octcber 2019, the trial court denied ITGB's motion for immediate appeal, with the Delaware Supreme Court
denying the same motion cn 7 Novermnber 2019 At present the parties are engaged in discovery On - Cetober 2021 Reynolds filed a
motion to set a case schedule. On 15 October 2021, ITTGE oppesed the motion and proposed an altemative schedule No schedule has
yet beer enterad.

Reynolds originally scught indemmification for all amounts it might be requuted to pay 12 settlement for the Acquited Brands i the
Florida Minnesotz, ard Texas litigations, described above. The portions of the Delaware dispute that related to Minnesota and Texas
have been settled and dismissed, however, so Reynolds' claim for indemmification in Delaware 1s now limited to the amounts it has
beer required to pay under the Flonda determination deseribed above, plus interest and attomey's fees. ITGE derles that indeminity
15 appropriate, and further contends that if Reynolds were to be granted indemrity, any amaounits due to 1t should be substantially
reduced by the amourt by which Reynolds settlement payments have been reduced throuch operation of the "protit adjustment”
by reason of ITG not becorning a party to the Florida settlement.

MISSISSIPPY

Effective 12 June 2025, [TGB joined the Mississipp: settlernent with respect to the Acquired Brands On 18 June 2015, the Mississippl
court adranistering the settlement approved the joinder. On 2 July 2015, Philip Moms filed a motion to vacate the joinder, but the
tnal court demed that motion on 4 Decernber 2015. Philip Morns appealed, but then dismissed 1ts appeal under a settlement with
Mississippl on 2 June 2017. On 26 December 2018, Philip Merris filed a new motion in Mississippy, challenging the basis on which
Reynolds and [TGB had allocated the "base vear” profit for the Acquired Brands between them on the basis that it adversely affects
Fhilip Morns The base year affects a calculation for a downward “profit adjustment” to payments under the Missizsippi (and other)
State Settlernents Philip Morrts claims that adjustment of the base year should lower its payments under the profit adjustment and
imcrease Reynolds' payments A tnal was set for 3-6 May 2020 [TGB is indemnified by Reynolds for profit adjustment payments

to the extent that its annual profits do not exceed a specified amount. In June 2021, the parties resolved the Mississippi litigation
with an agreement o set the base year amount at $860 million (plus inflation), and the Court dismissed Philip Maorris' motion an

11 June 2021 1TG also received agreed-upon attomey's fees from Reyniolds as part of the settlernent.

MSA PREVIOUSLY SETTLED STATES REDUCTION

The MSA contains a downward adjustment, called the Previously Settled States Reduction, which reduces aggregate payments
rnade by Phihp Morris, Reyrolds, and ITGB by a specified percentage each year The State of California later joined by the remainder of
the MSA states and by Philip Morns, challenged the application of that Reduction to ITGB for every year from 2016 forward, claiming
that it cannot apply to ITGB since it 1s not making settlement payments to Florida, Minnesota, or Texas under their settlernents The
Independent Auditor to the MSA, which imihally addresses disputes related to payments, has rejected that challenge every year i

12 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 about 365 million

The parties have resolved Philip Merris' related claim urder the MSA, challenging ITG's right to recelve & "Previously Settled States
Reduction” waorth about $66 mullicn a year, as such claim relates to Minnesota and Texas.

OVERALL SUMMARY OF LIABILITY POSITION ASSOCIATED WITH USA STATE SETTLEMENT AGREEMENTS

The Group’s legal advice 1g that it has a strong posttion on pending clairms related to the Acquired Brands and the Group therefore
considers that no provision is requured for these matters
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PRODUCT LIABILITY INVESTIGATIONS

The Group is currently involved in a number of legal cases in which claimants are seeking darnages for alleged smoking and health
related effects. In the opinion of the Group's lawyers, the Group has meritonous defences to these actions, all of which are being
wvigorously contested. Although it is not possible to predict the cutcome of the pending Litigation, the Directors believe that the
pending actions will not have a material adverse effect upon the results of the operations, cash flow or firancial condition of

the Group. This assessment of the probability of economic outflows at the year-end is a udgement which has been taken by
managernent. Consequently, the Group has not provided for any amounts in respect of these cases in the financial statements.
Details of these cases are given below.

ARGENTINA

Qur subsidiary, Société Naticnale d Exploitation Industrielle des Tabacs et Allumettes SAS (SEITA) has been notified of a claimn filed
in the Court of Buenos Aires against Nobleza Piccardo, a subsidiary of British Americar. Tobacco (BAT) by an individual smoker. SETTA
1= N A party to the court clmm. BAT has deried hability Histoncally, BAT manufactured and distributed two brands of cigarettes owned
by SEITA in Argentina under the terms of a Licence Agreement, BAT has sought to invoke an inderninity contained in the Licence
Agreement, pursuant to which SEITA is responsible for any product liability to third parties. The amount claimed is ARS8980,200.

An adverse first instance judgment wags received 1n Decemnber 2020 Both parties appealed the first instance judgment and the Court
of Appeal decision is currently pending.

FRANCE

On 16 January 2018, the French National Committee against Tobacco (the CNCT) filed & criminai complaint against the four main
tobacco manufacturers, ncluding a French subaidiary of the Company named Imperial Brand Finance France (the Subsidiary), on
grounds of Teckless hife endangerment’. Neither the Subsidiary nor any of its employees or managers have been charged or placed
undet formal investigation in any ongoing proceedings, as a result of such a complaint The Group strongly denies the ellegations
made by the CNCT and 1s monitonng developments

UNITED STATES

ITG Brands

A nurnber of smoking and health-related claims have been brought against ITGB in the state courts of Massachusetts. ITGB has the
herefit of an indemnity from another manufacturer in respect of each of these claims. As a result, ITGB erther has been dismissed,
or is expected to be dismissed, without prejudice from each of the claims Todate, no actior has been successful or settled in favour
of any individual claimant in any tobacce-related litigation against the Company or any of 1ts subsidharies

Fontem LIS

Fontem US 18 named as a defendant ir: a case filed i the Superior Court of the State of Califernia for the County of Los Angeles,
Central District The original and amended complaints in this case name 17 defendants, in addition to Foritem US The clammants
seek recovery of money damages, including punitive darnages, against all defendants based on the claim that the principal claimant
developed a lung conditior: as a result of her use of e-cigarette and other vaping devices, including those manufactured by Fontem
US The onginal complaint asserted claims against all defendants styled as eight causes of action as follows (i) negligence; (2) strict
lighihity—failure to warn, (3) stnct liability—design defect, (4) fraudulent concealment; (5) intentional rmistepresentation; (6) negligent
musrepresentation, (7} breach of implied warranties, and (8) loss of consortiumi (asserted on behalf of the claimants spouse)

Fontem US has agreed to provide representation and indemnity to deferdant Costco Wholesale Corporation ("Costeo”), the retailer
from which the claimarnt allegedly purchased blu products. Costco has also filed an answer to the second amended complamt The
Court set a tnal date of 1 Novemnber 2021,

A mediation took place on 7 December, 2020 but did not resolve the matter. Since the mediation, Fornitemn US and other defendants
continued to conduct fact discovery in anticipation of tnal, while also continuing to negeohiate with the claimants to resolve the
matter prior to trial [n August, these continued negotiations resulted in ar agreement by Fontem US and the claimants to settle
this matter {which will include dismissal of the claims against Costco). The terms of the settlement agreemnent will be confidential
At a status conference before the Court on 15 October 2021 the claimants informed the Court that all remaining defendants have
settled and later that day filed a conditional Notice of Settlement of Entire Case contingent upon the final execution of the pending
settlement documents.

COMPETITION AUTHORITY INVESTIGATIONS

BELGIUM

Cn 29 May 2017, the National Cornpetition Authority in Belgium {the BCA) conducted raids at the premises of several manufacturers
and wholeszlers of tobaceo products. On 1 Oatober 2021 the BCA announced that 1t had 1ssued a Proposal for Decision which alleges
the existence of anticompetitive practices in the tobacco industry that lasted for several years and consisted in repeated indirect
exchanges of information on manufacturers’ prices through wholesalers. The BCA states that such conduct may be contrary to
Article IV.1 CEL and Article 101 TFEU This case will now be exarnined by the Competition College, before which the parties will
have the opportunity to defend themselves against these allegations. The parties will be able to subrmit wntten comments to the
Competition College and will be heard at a hearing. The Competition College will either state that there exists an nfringement of
competition or make a finding of no infringement.
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

SPAIN

On 12 Aprid 2019 the Spanish National Comrmussion on Markets and Competition {CNMC) announced penalties against Philip Morris
Spair, Altadis, JT International Ibena and Logista. Altadis and Logista received fines of €114 rmillion and €20.9 million, respectively,
from the CNMC According to the decision, Altadis and Logista are alieged to have infringed competitior: law by participating m
an exchange of sales volume data between 2008 and February 2017 CNMC considers that this conduct had the effect of restricting
competition in the Spanish tobacco market. Both companies believe that the arguments made by CNMC that define this conduct
as anti-competitive are flawed. In June 2019, bath Altadis and Logista commenced appeals to the CNMC's Decision and the fines
imposed In the Spanish High Court where they believe they will be successful, a decision supported by external legal counsel.

In Septernber 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 cutcome of the appeals. Therefore, provision for these amounts is ot
considered appropriate. In the Altadis appeal, both parties have concluded their subrmussions to the Court and a judgment is
awaited. A Judgment is unlikely to be received before the end of 2021

In the Logista appeal, Logista submitted their pleadings before the High Spanish Court in February 2021, A juidgment is alsc unlikely
to be recelved before the end of 2021,

OTHER LITIGATION

US HELMS-BURTON LITIGATION

Impenal has been named as a defendant in a civil action in federal court in Miami, Florida under Title Il of the Cuban Liberty and
Democratic Sohdarity Act of 1996 ("Helms-Burton” filed on 6 August 2020. Title [l provides US natior.als with a cause of actior: and
a claim for treble damages against persons who have “trafficked” in property expropriated by the Cuban govemment Title Tl 1s
largely untested because it did not come into effect until May 2019, Treble damnages are automatically available under Helms Burton
Although the filed claim is for unguantified damages, we understand the claim could potentially reach approximately 5365 mitlion,
based on the claimants’ claim to own 90% of the property, which they value at 5135 million {and then treble) The claim is based on
allegations that Impenal, through Corporacién Habanos S.A. (a joint venture between one of Imperial’s now former subsidianes and
the Cuban govermment), has “trafficked” in a factory in Havana, Cuba that the Cuban government confiscated from the claimants'
arcestor in the early 19605, by using the factory to manufacture, market, sell, and distribute Habanos cigars

At the time the claim was filed against Impenal and up until the conclusion of the Brexit "transition penod” on 31 December 2020,
Imperial was subject to an EUJ law knowr: as the EU Blocking Statute (Regulation (EC) No. 2271/96), which conflicts with Helmis-
Burton, protected Imperial against the irnpact of Title 1T, and impacted how Impenal might respand to the threatened litigation.
On 23 Septernber 2020 the US court granted [mperial's motion for a stay of the action until 9 February 2027 or until further order of
the court, while Imiperial awzaited the European Comrmussion's response to its request for authonsation to deferd the actior or,at a
minirnurn, to file and litigate & motion to dismuss the action

0On 31 Decernber 2020, the Brexit "transition period” concluded without action from the European Commission on: Imperial's request
for authorization. As of 1 January 2021, the EU Blocking Statute has been transposed into domestic law with only minirnal changes.
Accordingly, on 10 January 2021, Imperial submitted an application to the UK Departrment for Intemational Trade for anthorisation
from the Secretary of State for Intermational Trade to defend the action or, at a minimurm, to file and litigate a motion to distmiss

the action On 8 February 2021, the UK Secretary of State for International Trade authorized Imipenal to file and hitigate a motion to
dismruas the action.

On 26 February 2021, Imperial fited a motion. to dismiss the action. In response, on 22 March 2021, the claimants amended their
claim. On 28 Apnl 2021, Impenal filed a metion to dismiss the amended action. Briefing on the moetion to dismiss was completed on
20 July 2021 In August 2021, the parties filed supplemental bnefs addressing the impact of a decision in another Helms-Burton case
A hearing on the motion to dismiss is scheduled for 15 December 2021,

Separately, two other groups of prospective claimants have indicated that they intend to file a lawsuit against Impenal in federal
court in Miamu, Florida. Neither claim has been filed. The threatened claims relate to other properties in Cubg, which the prospective
clainants claim were confiscated from their ancestors by the Cuban government in the 1960s and which they claim are now

used by Corporacion Heabanos S.A for commercial activities. The prospective claimants claim to be entitled to treble damages

from Imperial.

No provisicn has been made for potential habilities related to Helms-Burion claims.

UK

In June 2020, the Group responded to a claimant law firm's allegations of hurman rights issues in the Malawiar tobacco supply

chain, which included allegatior:s relating to child and forced labour. In Decemnber 2020, a ¢laim was filed 1n the UK High Court
against Imperial Brands ple, Imperial Tobacco Limited and four of its subsidiaries {the Imperial Defendants) and two entities in: the
BAT group by a group of tobacco farm workers The Imperial Defendants have acknowledged service and confirrned to the claimants
that they intend to defend the claimn in full. The Imperial Defendants have not yet been required to file their Defence. A procedural
heanng has been scheduled for November/Decernber 2021. The claim is unquantified, and given the early stage of the imgation a
provision wauld not be appropnate.
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MOROCCO

Anumber of cases have been raised against Société Marocaine des Tabacs SA (SMT) disputing a reduction to retirees’ pensions
These cases have been in the courts for several years and SMT has successfully defended many of them in the lower courts, During
the year 36 cases have been reviewed by the Cour de Cassation (Supreme Court) in Morocce, and it is understood that they have
been decided against SMT and In favour of retirees,

The written reasoned judgment of the Cour de Cassation has not been received by SMT at the time of signing these accounts.
Furthermore, the judgments in favour of the retirees reportedly relate 1o unguantified clairns. Because of this it is not possible to
assess the impact of the decided cases on the remaining cases within the Moroccan courts. SMT continues to rigorously defend
1ts position

The Company has reassessed its previously disclosed estirnate of exposure to the potential liability following improved clanty of the
legal position Considenng the number of cases currently filed by retirees, and allowing for the uncertainty in the calculation of the
amount of any future payment 1t now considers any outflow, if required, to be significantly lower than that previcusly disclosed.

31 NET DEBT

The movements in cash and cash equivalents, borrowings, and derivative financial instrurnents 1 the year were as follows:

Derivative Liabilities from

Current Lease Non-current financial financing Cash and cash

£ millian borrawings liabilities horrawings instruments activities equivalents Total
At1Cctober 2020

(442) (299) (10210) (816) (12,767) 1626 (11,141)
Reallocation of curzent borrowings from
non-current borrowings (L055) - 1,055 - - - -
Cash flow 1,204 &9 72 (41) 1394 (330) 1,064
Accretion of interest - 13 0 1 1 8 - 8
Change 1n fair values - T - | 51 - 51
Mew leases, terminantons & modihications - (26) - - (26) - (26)
Excnange movernents a3 12 367 218 680 )] 671
At 30 Seprernber 2021 (L107) (251) (8,715) (587) (10,660} 1287 {9,373)

Liazilties
Jar vatwe frem
Lurrent Lease MNon-current finaneial firarcing Ceab and

£ rmillion borrowings ['ab lities D0TTOW N1Q8 msteurents actsates cash eguivalents Total
At1Cctober 2019 (1937} {326) (1L697) (522) (14582, 2286 {12,296
Reallocation of current borrowings from
NoT-current borrowings 11,340} - 1340 - - - -
Cash flow 1857 72 m 23 1551 {611, L340
Accretion of interes® 32 7 - (28) 3) - 3
Change in fair values - - - 20 20 - 80
MNew leases, terminahons & modifications - (32) - - 32 - {32
Exchange movermnents (54) () 148 {265) HEN] 13 [168)
Transferred to helc for disposal (note 11) - - - - - {62) (62)
At 30 September 2020 {1442) {299) 110,210 (315 (12,767} 1526 (11141}

ANALYSIS BY DENOMINATION CURRENCY

2021
£ miillion GEP EUR Uso Qther Total
Cash and cash equivalents 190 188 505 404 1287
Total borrow:ngs (2,696) (3179) @917 (30) (9822)

(2506) (2991 3412) 314 (8535)

Effect of cross currency swaps 2580 (4,147) 1,305 - {262)
74 (7138) (2107) 374 (8.797)

Lease Labilites @n (153) 23 (38) (251)
Denvative financial instrumern:s (325)
MNet dabt (9373)
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Average reported net debt during the year was £11,148 million (2020: £13,564 million).

2020
£ million oBP ELIR uss Other Total
Cash and cash equivalents 412 556 407 251 1626
Total borrowings (2.694) (3852) (5.083) (23} (11652)

(2.282) (3296) (4676) 228 (10,026)
Effect of cross cutrency swaps 2666 (4515) 1368 - {481)

334 7811 (3.308) 228 10507)

Lease liabilities (39) (150) 27 43) [299)
Denvative financial instuments (335)
Netdebt {11141)
ADJUSTED NET DEBT
Management monitors the Group's borrowing levels using adjusted net debt which excludes interest accruals, the fair value of
derivative financial instruments providing cornrnercial cash flow hedges and lease liabilities.
£ milkian 2021 2020
Reported net debt (9373} (11141)
Accrued interest 140 156
Lease habilites 251 289
Faur value of interest rate dervatuves 367 387
Adjusted net debt (8,615) (10,299)
Average adjusted net debt during the year was £20,361 million (2020; £12,765 million).
32. RECONCILIATION OF CASH FLOW TO MOVEMENT IN NET DEBT
£ rtillion 2021 2020
Decrease in cash and cash equivalents (330) 611
Cash flows relating to denvative financial instuments (41) 23
Repayment of lease habilities 69 72
Increase 1n borrowings {858) {1,240}
Repayment of borrowings 2224 30596
Change 1n net debt resulting from cash flows 1064 1340
Other non-cash movements including revatuation of denvative financial instrumernss 59 77
Transferred to held for disposal {note 11 - 162)
Lease liabilities (26) (328)
Exchange movernents 671 (158)
Movement in net debt dunng the year S 1768 529
Openingretdebl S S {1,141) 1.470)
Closing net debt (9.373) (11141)

The increase in borrowings and repayment of borrowings reflect the cash flow movemnents relating to borrowings outstanding at the
startand at the end cf each financial year; cash flows relating to short term borrowings drawn down and repaid within the year are
net included n this analysis.

33. NON-CONTROLLING INTERESTS
MATERIAL NON-CONTROLLING INTERESTS

Detailed below is the summansed financial iInformation of Logista, being a subsidiary where the non-cor trolling interest of
49.99 per cent 1s considered matenal to the Group

SUMMARISED BALANCE SHEET

at 30 September

Eura million 200 2QzC

Current assets 5958 6106

Current liabihties (6687 {6,909)
Current net assets (729) (803)
Non-current assets 1630 1740

Non-current habilities (376) (421)
Non-cunrent net assets 1254 1319

Net assets 525 516
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SUMMARISED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 30 September

Eura million 2021 2020
Revenue 10817 10559
Profit for the year 174 157
Other cornprehensive income - 1
Total comprehensive income 174 158
SUMMARISED CASH FLOW STATEMENT
far the year ended 30 Septemnber
Euro million 20N 022
Cash flows from operating activites (302) 230
Cash flows from irvesting actinties 505 [640)
Cash flows from financing activities (194) (188
Net increase in cash and cash equivalents g 2
34. POST BALANCE SHEET EVENTS
SALE OF THE PREMIUM CIGAR DIVISION
On 26 October 2021 deferred consideration of €88 million was recelved 1n relation to the sale of the Frermium Cigar Division.
35. RELATED UNDERTAKINGS
In accordance with Section 409 of the Companies Act 2006 a full List of subsidiaries. partnerships, associates, and joint ventures,
the principal activity, the full registered address and the effective percentage of equity owned by the Impenal Brands PLC, as at
30 September 2021, are provided ir: the entity financial statements of Imperial Brands PLC. There are nomaterial related parties
other than Group companies.
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IMPERIAL BRANDS PLC BALANCE SHEET

at 30 Septemnber
£ million Notes 201 2020
Fixed assets L _
[nvestments a1 7,965 7968
Current Assets - ] -
Debtors o _ o 7 o v 3056 B 4364
Creditors: amounts falling due within ane year B v @ a4)
Net current assets 3019 47320
Net assets 10987 12,288
Capital and reserves - T - _
Called up sharegapltal B ¥l 103 103
Capital redernphon reserve 4 4
Share prermniuni account ~ 5833 5833
Profit and loss acoount — brought forward ] o 5348 8158
Prafit and loss account - profit for the year o . 4 35
Frofit and loss account - othen imovements for year (1,305) {LB45)
Total shareholders’ funds 10,987 12,288
As pertmitted by section 408(3) of the Companies Act 2006, the profit and loss account of the Company 1s not presented
The fimancial statements on pages 220 to 234 were approved by the Board of Directors on 15 Novernber 2021 and signed on its
behalf by ,»77-‘3 W
P J/ “/\ P
ﬁ oA CoE Qu_ .l
THERESE ESPERDY LUKAS PARAVICINI
CHAIRMAN DIRECTOR
IMPERIAL BRANDS PLC STATEMENT OF CHANGES IN EQUITY
for the year ended 30 Septermber 2021
Share
premium and
capital Retained
£ million Share capital redemption Earnings  Total Equity
At1October 2020 103 5837 6,348 12,288
|Pmm for the year - - 4 4 |
Total comprehensive income _ - - 4 4
Transactions with owners i
Repurchase of shares o - - - -
Dividends paid - - (1305) (1,305)
At 30 September 2021 103 5837 5,047 10,987
At 1 October 2019 103 5837 8158 14098
lProﬁt for the year - - 35 35 |
Total comprehensive income - e - _ . ®»x 3
Transactions with owners .
Fepurchase of shares o - - _ (92) 92
Divndends paid - - (1753) (1753)
At 30 September 2020 103 5837 6343 12,288

Total distributable reserves were £5033 rmullion (2020 £6.339 milhion)
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NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC

L. ACCOUNTING POLICIES
BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE WITH FRS 101

The estimates and assumptions that have a significant risk of causing a matenial 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 2021,

Imperial Brands PLC {the Company) is the ultimate parent company within the Imperial Brands group (the Group). The Company is
a public company hrmited by shares, incorporated in the England and Wales and 1ts principal activity continued to be that of heiding
investments. The Company’s registered number is 3236483 and its registered address is 121 Winterstoke Road, Bristol, BS3 ZLL.

The Company does not have any employees. The Directors of the Group manage the Group's nisks at a Group level, rather than

at an individual entity level These risks are detailed in note 2 of the Group's Annual Report (see pages 174 175)

These financial statements were prepared 1n accordance with the Companies Act 2006 as applicable to Financial Reporting
Standard 10 Reduced Disclosure Framework (FRS 101), and applicable accounting standards.

The financial statements have been prepared on the histornical cost basis, and as a going concem Historical cost 15 generally based
on the fair value of the consideration given i 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 perritted by FRS 101, the Company has taken advantage of the disclosure exemptions avallable in the preparation of the
financial statements, as detailed below

Paragraph 38 of oS 1 Presentation of financial statements’ — comparative information requiremnents i respect of

(1) paragraph 79(z){iviof IAS1;

The following paragraphs of [AS 1 Presentation of financial staterments”.

{1} 10(d) statement of cash flows;

{i) 10(f} - a statement of financial position: as at the beginning of the preceding penod when an entity applied an accounting
policy retrospectively or makes a retrogpective restatement of iterns 1n its financial statements or when 1t reclasaifies items
inits financial statements,

16 - statemnent of compliance with all IFRS,

W) 38A - requirement for munimurm of two primary statements, including cash flow staternents;

vy 38B-D - additional comparative information,

vi) 40A-D - requirements for a third statermert of financial position,

111 — cash flow information; and

1

2B

,__.,_\,_\,_.\
P

i1
vill) 134-136 ~ capital management disclosures,
[AS 7 'Statement of cash flows)|

Paragraph 30 and 3 of IAS 8 ‘Accounting Policies changes in accounting estimates and ezors’ - requuirement for the disclosure of
information when an entity has not applied a new IFRS that has been 1ssued but is not yet effective;

Paragraph 17 of IAS 24 ‘Related party disclosures’ — key managerment compensation;

The requirernents in [AS 24 ‘Related party disclosures’ to disclose related party transactions entered into between two or more
members of a group;

+ The requirements of paragraphs 45(b) and 46 to 52 of IFRS 2 Share-baged Payments;

« TFRS 7 Financial Instruments: Disclosures; and

Paragraphs 91 to 99 of [FRS 13 ‘Fair value measurernent’ — disclosure of valuation technigques and inputs used for fair value
measurement of assets and liabilities.

—

—

The principal accounting policies, which have been applied consistently are set out below. The Directors do not consider there
to be any critical accounting estirnates or judgements in respect of the Company, see note 2 Critical Accounting Estimates and
Judgements of the consolidated financial statements for further detail.

INVESTMENTS

Investments held as fixed assets comprise the Company’s investment in subsidiaries and are shown at histonic purchase cost
less any provision for impainmment. An arnual review of Investments is perforrmed for indicators of impanment. If indicators of
impairment are identified investents are tested for impairment to ensure that the carrying vahie of the investment 18 supported
by their recoverable amount

DIVIDENDS

Final dondends are recognised as a liabiity in the penod in which the dividends are approved by shareholders, whereas intenim
dividends are recognised in the peried 1n which the dividends are paid. Dividends receivable are recognised as an asset when they
are approved.
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FINANCIAL INSTRUMENTS
Becelvables held under a hold to collect business model are stated at amortised cost.

The calculation of Impairment provisions is subject to an expected credit loss model, mvolving a predicticn of future credit losses
hased on past loss pattems The revised approach involves the recogrition of provisions relating to potential future impairments, in
addition to impairments that have already occurred. The expected credit loss approach involves modelling of historic loss rates, and
consideration of the level of future credit risk. Expected loss rates are then applied to the gross receivables balance o calculate the
Impairment provision.

Cash and cash equivalents mclude cash in hand and deposits heid on call, together with other short-term highly liquid investments.

TREASURY SHARES

When the Company purchases its own equity share capital (treasury shares), the consideration paid, including any directly attributable
incremental costs (et of innome taxes) 15 deducted from equity until the shares are reissued or disposed of. When such shares

are subsequently sold or reissued, any consideration. received, net of any directly attnibutable incremental transaction costs and

the related mcome tax effects, increases shareholders’ funds When such shares are cancelled they are transferred to the capital
redemption reserve.

INCOME TAXES

Judgement is involved in determining whether the Cornpany 1¢ subject to 2 tax hakhty or not in hne wath tax law Where liabilities
exist, estimation 1s often required to determine the potential future tax payrnents. The Company recognises provisions for tax based
on estimates of the taxes that are likely to becomne due. Where the final tax outcome 1s different from the amounts that were initially
recorded, such differences will irnpact the current income tax and deferred tax provisions in the peried in which such determination
1smade.

il. DIVIDENDS
DISTRIBUTIONS TO ORDINARY EQUITY HOLDERS

£ million 2021 2020 2019
Paid interim of 4212 pence per share (2020 4170 pence, 2018 8256 perce)

- Pawd June 2019 - - 298
— Pawd September 2019 - - 298
— Paid December 2019 - - 679
— Paid June 2020 - 197 -
- Paid September 2020 - 197 -
— Paic December 2020 - 453 -
- Paid June 2021 199 - -
« Paid September 2021 199 - -
nterm dividend pand 398 847 1275
Proposed wnitenim of 48,48 pence per share (2020, 48 00 pence, 2019 72 00 pence)

- To be paid Decernber 2021 458 - -
Intennm dividend proposed 458 - -
Proposed final of 48 48 pence per share (2020: 48 01 pence, 2019 72 01 pence)

— Paid March 2020 - - B8C
— Paid March 2021 - 454 -

- To be paid March 2022 458 - -
Final dividend 458 454 680
Total ordinary share dividends of 139.08 pence per share (2020 137.71 pence, 2019, 20657 pence) 1314 1301 1555

The third interim dividend for the year ended 30 Septernber 202! of 48 48 pence per share amounts to a proposed dividend of
£458 million, which will be paid ir Decermber 2021

The proposed final dividend for the vear ended 30 Septernber 2021 of 48 48 pence per share amounts to a proposed dividend
payment of £458 million in March 2022 based on the number of shares ranking for dividend at 30 September 2021, and is subject to
shareholder approval. If approved, the total dividend paid in respect of 2021 will be £1314 million (2020 £1,301 mithon) The dividend
paid during 2023 1s £1,305 million {2020: £1.753 million).
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i, INVESTMENTS
COST OF SHARES IN IMPERIAL TOBACCO HOLDINGS (2007) LIMITED

£ million 2021 2025
At October 7,968 7968
At 30 Septemnber 7.568 7968

The Directors confirm that the carrying value of the investments 1s supperted by their underlying net assets.

Alist of the subsidianes of the Campany is shown on pages 225-234,

V. DEBTORS
£ million 2021 2020
Armounts owed from Group uncdertaxings 3,056 4,364

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

£ million 2021 020
Ammounts owed by Group undertakings 35 35
Cash at bank and in hand 2 2
Cther creditors - 7

37 44

Amounts owed by Group undertakings are unsecured, interest bearing, have no fixed date for repayment and are repayable
on demard.

VI CALLED UP SHARE CAPITAL

£ millian 2021 2023
Authonsed, 1ssued and fully paid
1020697 238 ordinary shares of 10p each (2020 L020,657.238) 103 103

During the year nil shares (2020 5098508 shares) were repurchased and immediately cancelled, increasing the Capital
Redemption reserve

On 6 March 2014, 31,942,881 shares held in Treasury were cancelled creating the Capital Redernption reserve, and between
September 2017 and December 2017, 4973816 shares were cancelled increasing this reserve.

VIl. RESERVES

As permnitted by section 408(3) of the Companies Act 2006, the profit and loss account of the Company is not presented. The
profit attributable to shareholders, dealt with in the financial statements of the Company, 15 £4 million (2020: £35 million}

TREASURY SHARES

Shares purchased under the Group's buyback programme represent a deduction from equuty shareholders’ funds, and are only
cancelled if the number of treasury shares approaches 10 percent of issued share capital. During the year the Group purchased nii
shares at a cost of £nil million (2020, 5,098,508 shares at a cost of £32 million) which were immediately cancelled Shares held in
treasury do not qualify for dividends.

202t 2020

Millians of Milhars of

shares shares
£ million unless otherwise indicated (number) Value {nurnter] Walue
At1Cctober 743 2183 7432 2183
Purchase of shares - - 51 2
Cancellanon of shares - - 51} {G2)
Gifted to Employee Share Ownership Trusts — — - _
At 30 September 743 2183 743 2,183
Percentage of issued share capital 73 n/a 73 /&
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NOTES TO THE FINANCIAL STATEMENTS OF IMPERIAL BRANDS PLC - CONTINUED

Vill. GUARANTEES

The Compary provides guarantees to the following subsidiaries under section 4754 of the Companies Act 2006, whereby the
subsidiaries, incorporated in the UK and [reland, are exempt from the requirements of the Act relating to the audit of individual
accounts for the financial year ending 30 September 2021

« [mperial Tebacco Holdings (2007) Limited

= Sinclair Collis Limated

Irnperial Tobacco Ventures Limited

Rizla UK Lirmited

Imperial Tobacco Overseas (Polska) Limnited
La Flor de Copan UK Lirnited

+ Tabacalera de Garcia UK T imiter

« Imperial Brands Ventures Limited

« Nerudia Consulting Limited

+ Nerudia Compliance Limited

The Company has guaranteed various committed and uncomrnitted borrowings facilities and liahilities of certain UK and overseas
undertakings, including Dutch and Irish subsidiaries As at 30 September 2021, the amount guaranteed 15 £14,708 million (2020
£18620 milliorn).

The guarantees mclude the Dutch subsidiaries, all of which are included in the corsolidated financial staternents as at 30 Septernber 2021
and which, in accordance with Book 2, Article 403 of The Netherlands Civil Code, do not file separate financial staternents with the
Chamber of Cornmerce. Under the sarme article, the Company has issued declarations to assurme any and all iabilities for any and
all debts of the Dutch subsidiaries.

Many of the committed revolving credit facilities remain undrawrn: as at 30 September 2021 but the maximum potential exposure
under each facility has been included due to the ongoing commitment, orly drawn utilised balances have been included for facilities
that are mcommutted in nature.

The guarantees also cover the Inish subsidianes, ali of which are mcluded i the consolidated financial staternents as at 30 September 2020
The Irish companies, namely John Player & Sons Limited, have therefore availed themselves of the exemption provided by section 17 of
the Insh Companies (Amendrment) Act 1988 in respect of documerts required to be attached to the annual retums for such companies.

The Company has also provided a parent guarantee to the Impenal Tobacco Pension Trustees Lid, the main UK pension scheme

The Directors have assessed the fair value of the above guarantees and do not consider them to be material. They have therefore not
been recognised on the balance sheet.

IX. RELATED PARTY DISCLOSURES

Details of Duectors' emeluments and interests are provided wathin the Directors’ Remuneration Report. The Directors Rernuneration Report,
on pages 129139 includes details on salary, benefits, pension and share plans. These disclosures form part of the financial statements.

224 IMPERIAL BRANDS | ANNUAL REPORT AND ACCOUNTS 2021



RELATED UNDERTAKINGS

In accordance with Section 408 of the Companies Act 2006 a full list of subsidiaries, partnerships, associates, and Joint ventures, the

principal activity, the country of incorporation and the effective percentage of equity owned, as at 30 September 2021 are disclosed

below. With the exception of Impenal Tobacco Holdings (2007) Lunited, which is wholly owned by the Cornpany, none of the shares

1in the subsidiaries s held directly by the Company.

SUBSIDIARIES: REGISTERED IN ENGLAND AND WALES, WHOLLY OWNED

Nama

Principal activity and registered address

Altadis Newco Lirn:ted

benmnant
121 Winterstoke Road, Bnistei, BS3 211, England

Attendfniend Limnited

Dommacit
121 winterstoke Poad, Bnistol BS3ZLL England

British Tobacco Company Limuted

Dormant
121 Winiterstoke Foad Bnstol BS3ZLL, Eng.and

Congar Intemational UK Lirmeted

Tormant
121 Winterstoke Read Bnstol BS32LL England

Eypofil] Limted

Daormant

wellingten House, Physics Road, Speke, Liverpoo., L24 9HP. England

Imperial Brands Enterpnse Finance Limited

Pravision of treasury senvices to other Group comparues

121 Winterstoke Boad Bristol BS3 2LL England

Impenal Brands Finance PLC

Prowision of treasury senaces ta other Group companies

121 Winterstoke Road Brste, BS3 211, Fngland

Impenal Brands Ventures Finance Limited ™'

Provisiern af finance to ather Group companies
121 Winterstoke Road, Bnsto,, BS32LL England

Impena’ Brands Ventures Ho.dings Limited

Ho'ding investments in subsidiary comparues
121 Winterstoke Road, Bnisto, BS3ZLL, England

Impena. Brands Ventures Hoidings (1) Lirnuted

Hoiding investments in subsidiary comjan:es
21 'Winterstoke Road Bnstol BS32LL, Engiand

Imperial Brands Ventures Holdings (2) Lirated ™

olding :nvestiments i subsidiary comparies
12! Winterstoke Road Bnistol, BS32LL, England

Impenal Brands Ventures Limited

Eolding investments i subsidiary cornpanies
21 whnterstoke Road Snistol, BS32LL Eng.and

Lmperal Investrnernts Lirmted

Dormant
1Z1'#merstoke Road, Bristol, BS32LL Fng.and

Tmpernal Tebacco Alladis Limuted Donmant
121'Wntersteke Acad Bristo, BS3 2L Eng.and
Impenal Tehaceo Capita. Assets (1) Cerrnant

121 Winterstcke Road Bristo, B33 2LL Eng.and

Impera: Tobacco Capita Assets (2)

Prowvision of france o other Group companies
121 wWinterstoke Road, Brnisto., BS3 2LL, England

Irrperial Tobacco Capital Assets (3)

Jierrnanst
121 ‘Anterstoke Road, Bnisto, BS3 2101, England

Impena. Tobacco Capital Assets (4!

Domnant
121 Winterstoke Road, Brisiol, BS3 2L England

Impena. robacco Group Lirited

Dermant
J21 winterstoke Foad, Bnstol, BS32LL, Engiand

Impena Tobacso Foldings (1} Limted ™

Ending nvestments n subsidiary cempanies
121 ‘Winterstoke Boad, Bristol, 833211 England

Imperia. Tobaceo Foldings (2007} [ urated ™

toldinginvestments in subsidiary companies
127 Wintersto«e Road 3nistol BS32LL, England

Impena: Tobacco Holdings Limrated

Eolding mvestments i subsidiary cornpantes
121 whinterstoke Read, Bristol, BS3 2LL, Eng.and

Irnpenai Tobacoa Irunatives

Dormant
121 Wiriterstoke Road, Bristel B33 2L Eng.and

imperial Tobacco Lacroix Lirnited

Dernarit
121 Winterstoke Road, Bristel, BS3 2LL, England

timpenal Tobaceco Lirited

Marketing and sale of totaceo products (1 the UK
121'winterstoke Road, Bristo. BS3 2L FEngland

Tmperal Tobacce Overseas (Poiska) Lim.tled

He.ding investments in subsidiary cornparies
121 Winterstoke Read, Bnstel, BS32LL, England

Iripenal Tonacco Overseas Foldings {1 Liruted

tHoding investments in subsidiary companies
121 Winterstoke Road Brstol, BS32LL, England

Impera’ Tobaceo Overseas Holdings {2) Lirmited

Rowding investments in subsidiary cormpanies
121 Winterstoke Road, Bnstol, BS32L1, England

Impena. Tobacco Overseas Holdings (3 Limn:terd

Donmant
121 winferstcke Foad, Bristol, BS3 ZLL, England

Impena. Tobaceo Overseas Haldings (4] Lurrated

Folding imvestmentsin sebsidiary companics
121 Winterstoke Road, Bristol, RS32L.L, Engand

Impernial Tonacco Overseas Holdings Lunited

Eolding investrmen®s in subsidiary comnpanies
121 Whnterstoke Road, Bristol, BS3 2LL, England

Impenal Tobacce Cverseas Limuted

Helding investments in supsidiary cormpanies
121 Wintetstoke Road, Bnstol, B33 2LL Fng.and

Impenal Tebacce Penston Trustees (Burlington House) Lirmied

Demmnant
121 W1nleljs:oke Road, Bnstol, BS3 2LL, Lrgland
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RELATED UNDERTAKINGS - CONTINUED

Name Principal activity and registered address
[mpena. ~obaces Pensien Trustees Limited Dotrmant
121 Winterstoke Road, Bnstol BS3 2LL, England
Impenal Tobacee Ventures Lirmited Folding investments 1n sunsichary cornparies
121 Winterstoke Road, Bnsto!, B3 2LL, Eng.and
I7G Brands Limited loldingiavestrents in subsidiary comparites
121 Winterstoke Road Bristol, BS3ZLL, England
Joseph & Fenry Wilson Lirmited ticens:ng nghts for the manufacture and sale of tobacco products
121 Wiaterstoke Road, Bnistol BS3 2LL England
LaFlor de Sopan UK Liniteq Ho.ding investrments 1 subsidiary cornpariies
121 Winterstoke Read, Bristol BS3 2LL England
Meradia Liruted ™ Research and deve.opment of e vapour products
‘wellington Fouse, Physics Road Speke, [ verpaot [.24 91P, England
Nerudia 1rading Lumled ™ predanon
The offices of BDO LLP, Two Snowhil. Burningharm, B4 6GA, England
Nerudia Conswting Limuted Research and development of e-vapour products

We_1nglon House, Fhiysics Road, Speke, Liverpee, L24 SHE, England

herudia Compliance Lirnuted In Ligwdation
The offices of BDG LLP. 5§ Temp.e Square, Temple Street, Liverpool, L2 5RH, England

Park T.ane Tobaceo Company Liruted Dormant
121 Winterstcks Road, Enstol, BS32LL, Engiand

Rizla UK Lirnited Fauty ceased trading
122 Winterstoke Boad, Bnstol, BE3 2LL, England

Sensus Investrnents Lirmited Dorrant
Welingtan Eause, Physics Road, Speke, Liverpool, .24 9P, England

Sinzar Solis Limited ™ In Liguidation
“he off.ces of 300 LLP, Two Snewhill Bimunghar, B4 65A, Englard

Tabacalera de Garcla UK Lirnited Hodinginvestraents in subsidiary cornpanics
121 wnterstoke Boad Bnstc, BS320L, England
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SUBSIDIARIES: INCORPORATED OVERSEAS, WHOLLY OWNED

Name

Country of incorporation

Principal activity and registered address

1213509 B C Limted " Canada [loiding vestments 1n subsidiary companies
Suute 1700, Park Piace, 666 Burrard Street, Vancouver, BC. VEC 2X8, Canada
Altadis Canarias 54500 ¥ Spain Marketmg and sale of tobacco products in the Canary 1s'ands

CComandante Azcarraga y, Madnd, 28616, Spam

Antadis Floldings USA Ine

United States of Amernca

Ho'ding investments in subsidiary companies
‘114 Green Yalley Road Creensboro, NC27408 USA

A tadls Managerment Seyvices Corporation

United Stares of America

Tradcrmark service company
T4 Green Valley Road Greenshoro, NCZ7408 USA

Altadis Middle East FZ00

United Atag Srmirates

Sales and marketing of tabacco picducts 1n the Middle Fast
PO Box MNo. 261718, Jebe! Al Free Zone, Dubal, 251718, Unuted Arab Erurates

Altadis Ocean Indien S A S,

France {La Retnzon [sland)

Sa.es and distrbution of toraces products in La Rewnen lsland
ZIn"Z - BP 256 — 97457 Sant Prere Cedey, La Reunion

Aladis Retail Corporation

Unuted States of America

Trademark owner
300 Delaware Averue, Ste 1230, Wilrrungton, DE, 15801, USA

Altadis S AU

Spaln

Manufacture, sales and distrisunan of tobacce products 1n Spain
C/Cormandante Azcarraga 5, Madrid 28016, Spain

Altadis Shade Cornpany LLC

Unuted States of Amenca

Manufacture and sa'e of tebacco products in the USA
Z17 Shaker Road, Somers, CT, 06071, USA

Athena IP Vermogensverwaltungs GmbH Germany Davidoff cigarette tradermark owrer
Max-Bom-Stralie 4, Hamburg, 22761, Germany
Caclgie, 5A — Corneralo, Importagao ¢ Exportagao  Brazu Daormant

Rua Marecha’ Deodoro, 890 - Centro Arapuraca, Alageas, Brazil

CBHC Ins

Un:led States of Arnenca

Dormant
714 Greer Va.ey Road Greensboro, NC27408 LISA

Cemmenwea.th-A'tadis, Tnc

United States of Armenca

Sales and distnbution of tobacee products It the USA
714 Groen Valey Road Greensbore, NCZ7408 USA

Comrnonwea.th Brands Ine

United States of Amnerica

Manufact:re and sale of tebacco products i the USA
714 Green Yaley Road Greenssorg, NCZ7408 USA

Congar Internat.onal Corp (Celaware)

United States of America

Manfactunng and distribution of rass market cigars
Road M4, Kim 722, Ave Antonio R Barcelo Cayey, DE PR 00736, USA

Connecticut Shade Corporation

Urited States of Amcrica

Heldinginvestments In suasichary companies
714 Greer Vai'ey Road Sreensaoro, NCZ7408 USA

Consehdated Cigar Holdings Inc ™

United States of Armerica

kelding investments In sudsidiary cormparnies
714 Green valey Read Greensooro NCZ7408 USA

Corarra bitematicnal SAS.

France

Holding tivestments in subsidiary companies
122 Avene Chanes de Gaule, Newlly sur Seine, 92200 France

Direct Products [nc ([active)

United States of Arnerica

Hoiding investments 1n subsidlary companies
714 Grean Va. ey Road Greensooro, NC27408 USA

Dunkerquose des Blerds SA S Frace “obacoo processing
122 Avenue Charles de Gaulle, Nevw.ly sur Seine, 92200 France
Ets L Lacrow FLs NWV/SA BelgiLm Manufacture and sale of tooacco products in Belgram

Surt-Bavostraat 66, 2510 Waln;k, Belgnum

Fontern {Beling) Technclogy Soluticns Limuted

People s Reputlic of China

Research and deve opment
Toom 201, Flocr 2, Bullding 6, Yuan Dong soience and techno.ogy park,
6 Hepingh Neorth Street, Dong Cheng District, Beljng, 100013, China

FonternCanada Limmted

Canada

Non-trading
C/OBDO Carada L P Suite 120, 230 Brown.ow Avenue, Dartmouth,
Nova Scotia R3B 1G5 Canada

Fontem Holdings 1BV

The Netherlands

tHeiding investments in subsidiary companies
Jadarweg 50 Amnsterdarm 1043 NT, The Netherlands

Fontern Holdings 2BV

The Netherlands

Heding invesnrients m subsidiary companies
Radarwes 60, Amsterdarn, 1043 NT, The Netherlands

Fontern Ho.dings 3BV “he Netherlands He.ding investments in subsidiary cormnparnies
Radarweg 80, Arsterdam, 1043 N7, The Netherlands
Fontern Faldings 4B V. The Netherlands Ho.ding 1nvestments i1 subsidiary companies

Radarwey 60, Arnaterdarn, 1043 N7, The Netherlands

Fontern Foidings BY

The Netherlands

He.ding investments 1 subsidiary companies
Radarweq 6C, Amsterdam, 1043 N7, The Netherlands

Fontern US, LLC.

Jnited States of America

Sa'es and marketing of tobacco products 11 the US
714 Green Yalley Foad Greensboro, NCZ7408 USA

Fontern Ventures BV, “The Nether’ands Eoiding imvestrents 11 sussidiary companies
Radarweg 60, Amsterdam, 1043 NT, “he Nether.ands
Fuotraco Internationai Lirmnited Cambodia Froduetion and marketing of tobaceo products
No 289, Preah ang Ducng Street, Sangkat Wat Phinom, Khar. Daunh Penh,
Fhnerm Penh, Cambodia
Impenia Brands Colomo@ S A S. Colormba [n T :qudation
T2l Nu.8B 05, Bogota D.C. Colormnla
Impena Brands Finance France S AS France Proviston of finance to other Group cotnpanies

143 od Rormain Rovand, Cedex 14, Pars, 76688, Franoe

Impena’ Brands Finance Nether'ands B Y.

The Netherlands

Provision of finance to other Group companies
Slachtes:jk 283, 8201 ZA, Joure, Netherlands
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RELATED UNDERTAKINGS - CONTINUED

Name

Cauntry of incerporatian

Pringipal activity and registered address

Impenal Brands Finland Oy Finland Sales and marketing of tobacea products 10 Finland
Pokluomantie 1-3, Puspansist, 20760, Findand
impenal Brands Globa Duty Free & Export S.L Spain Sale and export of duty-frec tobacco products

C/Comandante Azcarraga & Madnid 28016, Spain

[mpenal Brands Holdings International B V.

The Netheriands

Prowision of finance to other Croup compar.es
S.achtedik 284, 8501 Z4, Joure, Netherlands

Imperiai Brands Japan Kabushiki Kaisha * Japan Sa'es and marketing of tobacce products in Japan

The Ckura Prestige “ower 10th Floar, 2-10-4 Teranoorman, Minato-ku, “okyo 108 0002, Japan
Irnperia’ Brands Luxembowxg sarl Luxetnbourg Gale of 'obaceo products m _uxermbourg

56 Rue Char.es Marte!, L-2134, Luxemoourg
Impena. Brands Matal imited Maita Provision of hinance to cther Group companies

Aragon Fouse Business Centie, St George's Park, 5t Jullans, Maita STU3140

Irapeniac Brands Ventres [ 197

United States of Amenca

Hodimg 1vestments in sussidiary comparies
281 Litt.e Falls Dnve, Wirnington, DE 19806 USA

‘mpenai Fmance Ire.and Lirnited Treland Provision of finance Lo othet Group companies

21 Beckett Way, Park West, Nangor Bead, Dublin, 12, ireland
Impenal Finance Maita Limited Maita Provision of inarce ta other Group companies

Aragon House Busimess Centre, St George's Park, St Julians, Malta STU3140
Impena. Norminees Liumted "™ MNew Zealand Trustes Company

Leve. 24 157 Larnbton Quay. Wellington Central, Weilington 6012, New Zealand
Imperia. Tonaceo {Asia) Pie Lid Singapere Tracing of tehacco re.ated products

20 Rabinsor. Road, #02 00, 068598, Singapore
Impena’ “obacco Australia Limited Australia 3a'es and marketing of tebacce products in Austraha

John P.ayer Specla’ Fouse Level 4 4-8 Inglewood Place, Norwest, NSW 2153, Australa
Impena. Tobacco Austna Marketung Service GmoH  Austna Marketing of tonaceo products in Austnz

Z:egizigasse 6 A 1070 YVicnna, Austna

Impena. Tobacce Bi{doo !

Sosmia lerzegovina

Marketing and distnotion of tonacco products 10 Bosma
Aderna Buce Sarazeve, 71000 Bosnia & |lerzegovina

mpenal Tobacce Bu.gana EQCD ™

Suigana

Man:facture and sale of tanaceo products in Bulgana
15 Henh Insern str Fleor 4, Office 4, Sofla, 1407, Bu'garna

mpena Tebaccc CRsro

Czech Republic

Sales and markehng of tobazeo sroducts in the Czech Republic
Reducka 14, Praque 3, 150 30 Cxech Repunic

npena Tebacce Distnout:on ECOD Bl gana Marketing and distripuhior: of tobaceo products 11 Bulgana
18 lennh hsen str Floor 4 Office 4, Sofia, 1407, Sulgana

rper.al Tohacee Distribut.on Romania st Romania Market:ng and d sinibulior: of lobacen products in Boman:a
Mizolae Canea Street o 140-180, 208 Business Fark, 1st Tioor North 2nd Distnct,
Sucharest, Remana

Irr.penal Tosacco EFKA Maragerment GmaoH Getrnany Manufacture of tooacco s1acUcts 0 Germany
Max-gom-Straite 4, Hemourg, 22751 Zemmany

Imperia. Tozaceo Espadia SLU. Span He ding mvestments :m; subs.diary companies
CiCornandante Azcanaga 5, Madnd 28C16, Spain

Impena. Josacco Estona OU Estorna Dormnant
Walge 13,1145 7a.linn, Fstenia

Impetia ~ooaceo Germany Finance GmbH Gerrnany Howding iInvestiments in subsidiary companies
hax Bomn Strabe 4 1lamburg, 22761 Germany

Impena TohaccoFellas S A Gresce 3a.es and marketing of tchaces products in Greece
300 Kasthencus Str, 15344 Gerakas, Atukis, Athens, Greece

Impena ~enacco Heldings (Netherlands) BY The Netheriaads Provisian of finance to ather Group comparues

Slachted k 282 85C1 74 Jcure, Netherlands

Impena’ Tebacco Holdings nternat:ona. 8V

“he MNethetlands

Prov:sion of finance te cther Group compantes
Slachtedrx 28a, 8401 ZA, Joure, Mether.ands

Impernia. Tebacco [ntedlectua Property Lirated Ireland Cramership of trademarks
21 Becketl Way, Park Wesl, Nangor Read, Dunan, 12, ireland
Impena. Tebacce Internationa: GmoH Zenmmany Lxpert and marketing of tebacco products
Max-Rorn-Suatte 4, Hameourg, 22761, Germany
mpenai Tehacee Ireland Unimrated Company ™ Ireland Dorrmant
Gth Floer. 2 Grand Canal Square Duber: 2, reland
tropenal Tobacco taia Sr! Ttay Sales and markehing of tobacco preducts in Ttaly
Wia Luca Pass1 22, Roma, 0166, (taly
Impena Tonacoo Maly Si; ltaly Helding investments i subsidiary companies
W'a Luca Passi 22, Roma, 0C166 Haly
Impera; Tosacoo Kyrgyrstan LLC ¢ Kyrgyzstan Marketing and distnaune: of tobacco procducts i1 Kyigyzstan
115 [orairnev Street, 10th Fleor, Business Center ‘Asy'-Tash, Bishkek 720021 Kyrgyzstan
lrpena Tooacco Magyarorszag Fungary Saes and marketig of tebacce products in Hungary
Dohanyfergalméazo Kit Wac1 0t 141 1138 Budapest, Bungary
(‘mpenal Tooacco Hurgary,)
[mpena. “obacco ManagerreriLuxernsourg sarl. Luxernbourg Foulinginvesimen:s 10 sussidiary companies
56 Rue Charles Marte), L 2134 Luxermbourg
Impena. Tobacco Marketing Sdn Bhd Malaysia Trading of tobacco products
12th F.oor Menara Syrnphany, No 5Jaan Prof Khoo Kay Kim, Selsyey,
46200 Petaling Jaya, Selangor, Maaysta
Impena. Tobacco New Zealand Limited New Zealand Manufacture and sale of ‘obacco oroducts it New Zealand

Level 24,157 Lamaton Quay, Wellington Central, Welington 6011, New Zealand
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Name Country of incorparation Pringipal activity and registered address
Impena. I'ohaceo Norway A.S Norway Sales and marketing of tobacco products in Norway
Ryensvingen 2-4, 0680 Osie, Norway
Impena’ Togacco Pe.ska Manufacturing § A Po.and Manufacture of tosaces products in Poland
1 Tytoniowas 206, Radem, 26 600, Peland
Impena, Tagacco Polska S.A. Poland Manufacture and sale of tozacco products 11 Foland

Jankowice, ul Przermysiowa 1, PL-62-080, Tarnowe-Podgeme, Poiand

Imperiai {chacco Portugal SSPLC Portuga’ Advertising and suppart management
144, / U7 Avenida da Liberdade, Lisben, Pertuga!
Impena Tobacco Production Ukraine Ukraine Manufacture of tobaceo products 1n Ukraine
u' Akadermika Zabo.otiege, 35, 03026, Kiev, Ukraine
Impenal Tohacoo Saes & Marketing LLT RBussia Sales and marketing of tobacco products 1 Bussia
Degt.arny pereudok 4 1, 125009 hoskau, Russian Federation
Irnpenal Tooaceo SCG doo Beograd ™ Serhia tarketing and distnoution of tobaceo products 11 Serbia
Miluting Milankovica 113, Now seograd, berbia
[mpenal Tobaceo Sigara ve Tutuncuuck Turkey Manufacture of toebacee preducts m Turkey

Sanayl Ve Ticaret A S

Kecilikoy 5B, Mah Ahmet Tutuncuoglu Cad. Nall, 45030 Yunuserrire, Marusa, Turkey

Imnperia. Tooacco Siovakia as. Slovak Republie

Sales and marketung of tobaceo products 11 the Slovak Bepubic
74 Gaivaniho 824 53 Bratislava, Slovalua

Impena. ~obacas Taiwan Co Limeted Tarwen

Saes and marketing of tobaceo products (0 Taiwan

6F1-2 No 2 Sec 3 M.nsheng E road, Zhongshen Sistrict, Taipey, Tarwan, Frownce of China

Imnpenai Tobacea Tawan Manufactunng Company  Taiwan
Lirruted

Manutacture of tooacca products 1z Tarwan

No 8 Cyuny Road Jhunan MiaaLi County 330, Taiwan Province of China

Impenal Tobacce Tutun Urunien Salis Ve Turkey Sales and markeling of tosacco products in Turkey
Pazarama A S Kecllkay OSB, Mah Anmet Tutuncueqg.u Cad No 1l 45030 Yunusemre, Marisa, Turkey
Irapenal Tobaceo Ukraine ™ Ukrasr: Sales and marseting of tobacee products in Ukraine

1! Akademnika Zaoo olnoego, 35, 03026, Kiev, Ukraine

impenai i'shacce US Holdings BY The Netherlands

Helding 1nvestments in subsiclary companics
Slachtediyk 283, 8501 ZA, Joure Nether.ands

nperal Tobacoe Volga LIS ¥ Bussia

tanufacture of tovacco procuucts i Bussia
u: Toraska a7 400048 Volgograd, Russian Federation

Impenal Tobaceo West AfncaSA s © Cote D'lvoire Hedimg investments 1 subsidiary companies

Cocedy-Mord, Quariier Gendarmene, 7F 5937 01 BF 724 Abnd an
Impena. Tozacco Zagren doo Croatia Lormant

Cradicanska 30, Zagreb, HR-10C00, Croatia
Impena. Venturas Malta Lirmited walla Provisicn of Anance (e other GIoup cormpan.es

Aragon Eouse Busimess Centre, St George's Park St Juians, Malta STUS140
IMETORB South Afnca (Ply) Livited South Afnea Erovisicn of services 1o cther Croup cormparnies

Suite 107, Beacor. Reck, 21 Lighthouse Road, Umhlanga 4319, South Afnea
Intermational Marketing Prorotional Nigena Sa.es and matketing and of ‘shacco preducts 1n Nigena

Services Lirruted

13 A, Dape Sclanke Cose - Lakka Fhase 1 Lagos, Nigena

TG Brands Heidco LLC United States of America

lHoidimg nvestments 1 suzsidiary companies
714, Green Valey Road Greensacrg, NC 27408 USA

TG Srands, LLC United States of America

Markerag and distibution of tosaceo products in the USA
714, Green Valley Poad, Greensaoro, NC 27408 USA

T3 Cigars Inc U-uted States of Amenca

Manufacture and sa.e of cigars i the USA
2601 Tarnpa East Blwvd, Tampa Fonda F1.33619-8306, USA

TG Hodimgs USA e ™ United States of Amernica

Hading investments in subsidiary compares
714 Green Valley Scad Greensaoro, NC27408 USA

I-L Paciic (HK} Lirreted Fong Kong danufacture and sale of robacco and tobaceco related products
Room 3907 08, 39th Mleor, Hepewell Centie, 183 Queens Road East, Wanchal, Fong Kong
JAW nvest Oy Finland Trademark owr.er
Poikluctrantie 1-3, Puspanrist, 20760, Finiand
John Payer & Sons Limited Ireland 3ales and marketing of tobaceo products in the Republic of Ireland
21, Becket! Way, Fark ‘Wost Nangor Road, Duoin, 12, Ireand
John Payer Ireland Persion Trustes Jirmited Ireland iTustee Cornpany
27, Beckett Way, Park West, Nangor Road. Duoiin, 12, [re.and
JSNM SARL France Trademark cwner
122 Avernue Cnares de Gaulle, Newlly sur Seine, 922C0, France
MYBLU Spain SL Spain Marketing and sa e of e-vapour products 1n Spain

CR. Robledo de Chavela S/, San Lorenzo del Esconal, Madnd, 28200, Spain

Max Rahr, Inc Urited States of Amernica

“radernatk owner
200 Delaware Avenue Ste. 1267, Wirmngton, DE 9801, USA

Meccarios Fraice, S.A Luxernockieg Houding investments 1n subsidiary companies

Route Des T1ols Cantons 9, 83%9 Windhof, Luxernbourg
Meccan’cs [tematicnal SA Luxembourg Holding investments in subsidiary companies

Rolte Des 1ol Cantons 9, 3399 Windhof, Luxembourg
Meccarnos Suisse, S.A Luxembourg Hoding 1investments in subsidiary companies

Route Des Trols Cantons 49,8399 windhof, Luxemoourg
Villennm Tobacco Unirmited Company Ireland Provision of inance to cther Sroup compares

21, Beckett Way, Park West Nangor Road, DU, 12, [reland
Newaglade Intemnaticnal Unamited Company Ireland Dormant

6th Floor, 2 Grand Cana: Squars, Dublin 2, Ireland
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RELATED UNDERTAKINGS - CONTINUED

Name

Country of incorparatian

Principal activity and registered address

Phiippine Bobbin Carporation Phihppines Manufacture of tonacco related products

Cavite Econormuc Zone, Phase [1, Rosario, Cavite, Philippines
Real Club de Colfla Herrenia S.A. Spain Management of golf course

CR. Rabledo de Chavela, 5/N. San Lorenze del Esconai, Madnd, 28200, Spain
Reemtsina Cigarettenfabnken GrnbH Sermany Manufacture and saie of tobacce products 1n Sermany

Max-Born-Strale 4, Eamberg, 22751 Germany

Fooert Burton Associates Limzted

United States of America

In dissolution
5300 Merth Andrews Avanue Ste 1100, Fort Lauderdale, Flonda, FL 33309, USA

Skruf Snus AB Sweden Manufacture marketing, sales of tobacco products in Sweden
PO Box 3068 Stecikhelm, SE-1G3 6], Sweden
Seciéle Centrafneame de Cigarettes SA " Central Afncan Republc Manufacture and distnbution of cigarettes 1n Central Afrncan Republic

Rue David Dackeo, BF 1446 Bangu, Tentral African Repualic

Sociéte Centrafricarme de Distribution Sarl

Central Afncan Republ:c

Dosrnant
Avenue Boganda Fie4, Bangu, Central Afnican Republe

Sociéte du Mont Nimza Sarl

Guinee Conakry

™ Liguidation
BP 3391, Conakry, Guinea

Manufacture and sa’e of tobaces products i France and expert of tebacco products

Société Naticnale 2Exploitation Industriel.e des france

Taoacs et Allumettes S A S (SEITA) 143 2d Romnarn Rolland, Cedex 14, Parls, 75685, France

Soclete pout e Développerment di Tabac en Afngque France Purchasing cotrpany

S5A5 122 Avenue Char'es de GaLle, Meutly sur Seine, 92200 France
System Designed to Africa Sar. Marocca Distrbution of tobacco products

Km 17 Reute nationa. de Rabat, Ain Earrouda, Merocco

Tabacalera Brands [ne

United States of Arnenica

Trademark owmer
103 Fou k Road Swite 255, Wimington Deawars, (9803, USA

Tabacalera de Carma Limuted Bermuda Helding investments in suzsid.ary companies
Claredon Eouse, 2 Chureh Street, Harm:ton, Benmuda
Tabacalera de Garcia SAS. France Manufactunng and commercial achivities related to tobacco

320, Ruc Sant-Fonore Pars, 75001, France

TacacactadeGarclaSAS

Demunican Republic

Dormant
Industnal £ree Zons #1, La Romana, Domun.can Repus.ic

Tah1 Tanacs SASY

France, Papeete (Tahity)

Impertation, distribution and se.ling of tobacce praducts in Tahuti French Polynesia)
PK 4 3C0 Céte mer, 88701 Arue, BE 20632 Papeste Frencn Po.ynesia

Tonacccr SAS T “rance Eolding mvestments 10 suasidiary companies

22 Avenue Charles de Gau.e, Neully sur Seme 92200 France
Topacra 3DVA trgovsko podjete.dao lovena Retan. of products 1 Slovena

Cesta 24, unia 90, 511231 Ljuziana - Zrmuce, Sloverua
TohacnaGros.sdao Sovenla Marketing and distbutior in S.ovema

Cesta?4, unya9c. 511231 Lunjana  Cmuace, Sicvenia
Tobacnaliuzlaradoo Sovema Sales and marke!ng tooacco products in Sloverua

Cesta24. unyasc, 511231 Luboara - Smuce, Slovena
Van Nelie Tasak Nederard BY The Netheriands Mantfactire and sale of tobzcco products 1n the Netherands

Slachtedrk 28a, 5501 ZA, Joure, Netherands

/ar. Nelle Tozacee Internatinnal He.dings BV,

The Netherlands

Sale of tebacco and tovacco reiated prodicts
Slachtedrk 28a, 8501 24, Joure, Nether.ands

Yon Lr. Grobe "

Alstria

Sale of e-vapaur products i the US ard Europe
Hegelgasse 13/26, 010 Viernna, Ausing
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SUBSIDIARIES: INCORPORATED OVERSEAS, PARTLY OWNED

Percentage

Name Country of incorporation  Principal activity and registered address awned

Be ToBePhamma SLU Spain Mstnbutaern of pharmaceuticals 500
Avenuda de Europa No 2, Edificie Alcor Flaza/Ala Fste Planta 4a - Modulo 3,
Alcorcer, Madnd, 28922, Sparn

CDIL Companhiade Distribugas Mtegral — Portuga. Marketung and sae of tobacco and other products, and payment services 1m Fortuga. 500

[ogista Portugal, S A, Edifico Logista, Fua do Vale da Fonte Coserta, 153 E 167, 2890-182 Aleochete, Portugal

Cornpagrue Agneale et Industnelle des France Managernent company 994

Tabacs Afncains 84S 143 bd Romaim Rolland, Cedex 14, Paris, 15885, France

Compagrie Retniormaise des Tatacs France StFerte Manufacture of cigarettes 929

SAS {La Reuntor. [sland) ZIn* 2 — BP 256 - 97457 Saint Pierre Cedex, La Reurion

Cornpatiia de Distribucidn Integral de Spain Distnbution of published matenals and other products 503

Publicaciones Leqista LU Avenida de Europa No 2, Edificie Acor P.aza/Ala Fste Pantada — Moduo 3,
Alcozcor, Madrid, 28922, Spain

Cornpariiz de Distrioueién Integra, Span He'ding investments in stosichary comgares 500

Logista Foldings S.A. </ Tigo, 39 - Podgono mdustna Polverance, Leganes, Madnd, 28914, Spain

Compania de Distnbucien Integra. Poland Distribution of tobacee praducts m Paland 500

[ ogista Poska, sp Zoa. (SL) Avenida Jerozelimskie 133/131, 02-3C4 Yarsaw, Poland

Comnparia de Mstrbuciin Integral Spain Distnbuticn of tohacce produets n Spain 300

Logistas AU C; Trgo, 32 - Paugone Industnai Polvoranca, Leganés, Madrid, 28914, Spaimn

Cyoerpoint, SLUL Spain Distnbution of POS software S00
Avenidads Europa Ne 2, Ediheio Alcor Plaza/Ala Este Planita 42 - Modulo 3,
Alcorcor, Madnd 28922, Spain

Distrbudora 2e las Rias S ALL Spain Distnbution of puzished matenzls and other products (o Spaim 300
Avda Cerezos Parcela D-28, Palgeno Industnal PO.COMACC , 1515C Mesoua,
LaConuria, Spain -

Misinbuicoradel Fsie S AU Spain Distrioution of punished matenals 2nd other products in Spain soe
Felix Bodnguez de akFueate, 1, Parque Epresanal de Elche Alcante, Elche, 03203 Spamn

Crstrizuclora del Norceste SL Spain Dustizution of published rater.als and ather products in Spain SO0
C/Gandaran, ritenor Vige, Pontevedra, 36214, Spaln

Jrecnas 2002 5 LU Spain Industnal parcei and express delivery serice 500
Energia, 25-25 Poligenae Industnal Nordeste Sant Andreu de a Bares,
Barcelena, CB740, Spain

Impenal Tobacco TKsad ™ Macedenia Manufaciure, marketing and distnbution of tohacco products in Macedonia 91
i 1L Skiomvn 125 F 2 Box 37,1000 Skop e, Macedora

Impena. Tobacto TKS a d. - Dege Kosove  Republic of Kosovo Manufaciire, marketing and distnbution of tebecco products 1n Kosavo 391
Rrafshi 1 Kosoves, Nt 80 /Mag 1stral a M2 Pnishthine-Shkup kra 1 2-te Veterrmui; Pnshine,
Repubiic of Kosove

mprimene ndustoetle [veinenne 347 Cote Dlveire Pnnling cornpany Tar
Zone Industnete du Baneo Lots N 147-149-180, 01 BP 4124, Yapougory Aodan,
Cote dTvaire

LaMarcha 20005 AU Span Distrbiuon serices 500
Av de aVegu.a 12-Nave A- Parce’a 5-120, Cabanlas del Campo,
Guada.gjara, 19172, Spain

Lac Tobacco Limuted ™ Laos Manufacture and chistinzution of cigareites In. Zans 530
K3 8 Thadeua Road P O Box 18! Vierane, [ao People s Democratic Republic

Logesta Deutschiand CmibH Cermany Long hau! transpetation 11 Germany s00
Protystrasse, 4, 80538 Munchen, Germany

1 ogesta France SAR] France T ong hau. transportatlon In France an0
Tnmeuse Le Bristo, 27 Avenue des Murs du Parc, 94300 Vincennes, France

Logesta Gestion de Transporte S AL Spain Long haw. transportation services In Spain =00
C/ Trigo, 39 — Pohigona industnal Poivorancs, Legangs, Madnd, 28514, Spain

[ ogestallabis SRI. Iraly Long haw! transportabea in ltaly g00
Via Valadier 37 - 00193 Roma, ltay

LogestalusalLDA | Portugal Long haus transportation .n Portugal 500
Expansoda Area [ndusTial do Passy, Cdificio Logista, “ote 14, Palhava,
Alcochete, Portugal

Logesla Poiska 50 Zoo Peland [ cng haul transportation in Foland 500
&.eje Jerozolimskie 133437, 02/3C4 Varsowa, Poland

Logista Frarce Hoiding SA France Holding investrments in sunsidiary companies 530
[nmeuble Le Bristol, 27 Avenue des Murs du Pare 943CC Vincennes, France

logislaFrance SAS France Eolding Investments i subsidiary comparnes 507
[rneuble Le Bristo:, 27 Avenue des Murs du Pars, 94300 Vicennes mance

Logista itasa Spa ltay Long haul transportation i Ita'y 500
Via Valadier, 37 - 00192 Rerma Italy

lLogista Payrnents SL1J Spatn Provision of financial services 500
C/ Tngo, 33 - Poligeno industrial Polvoranca, Leganés, Madrd, 28914 Spain

Logista Fhamma Cananas, SAU Spaln Pharmaceutica’ products logisties m Canary Islands 500
C/ Enlretios Nave 3, Las Palrnas de Gran Canaria, 35600, Spain

Logista Pharma SALL Spatn Distnoution of pharmaceuticals 500
Felix Rodniguez de 1a Fuente, 12, Farque Epresanal de Elche Alcante, Eiche, 03203, Spain

Log:sta Promotion et Transport SAS France tarketing and distnibutior: of tobaceo products i France 500
Inmeuble _e Bristol, 27 Avenue des hurs du Parc, 94300 ¥incennes, France
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RELATED UNDERTAKINGS - CONTINUED

Percentage

Name Country of incorporation Principal activity and registered address owned

Logista Regional de Publicacicnes, SAU  Spain Marketing, distnbunen and sale to peints of sale i Spain. 50.0
Poigono Industna’ Polvorarca, Calle Tnigo 39, Leganes, Madnd Spain

Logista, Transportes, ITansitanos e Portugal Industral parcel delvery and phamaceutica: distabution in Portugal 300

Fharma, Lda. Sociedad Unipersonal Ixpansc da Area Industrial do Fassil, Edificio Logista, Lote LA, Palhava,
Alcochete, Fortugal

Logista-Dis S Al Spain Sale of tobacco products m Spain 500
C/Tngo, 39 - Poligono [Ndustrial Po.voranca, Legands, Madnd, 28914, Spain

MARUCIG Industries S A" Burkina [asc Manufacture of cigarattes in Burkina Faso vZq
Ne 55 Rue 1914, B P 94 Koden, - Bebo Dwou asso, Burkina Faso

MMABUCIC iManufactire Burkinase Burkina Fasc Manufactare of cigarettes in Burkina Faso 73T

e Cigarette) SA ™ Zone Industneile de Booo-Dioulasso Secteur No 19,
Rue 19 14 No adressage 55 BP 94 — Bobo Toulasse, urkina Fase

Macotah .45 {Manufacture Cerse France, Bastia Manufacture and sales of cigarettes 99.9

des Tagazs) Route Nahonale 193, Funarn, 20600, France

Manufacture de Cigarettes du Tchad Tchad Manufacture and distnbution of cigarettes in Chad 950

SA 0502 rue 1039, Arrondissement 1, NDJamena, Chad

Midsid - Sociedade Poriuguesa de Fartugal Whelezale of tobacce and other sroducts 200

Distnougdo, SALL Expansc da Area industnal do Passil, Edificio Logista. Lote LA, Pathava
Alcochete, Portugal

MTOASA " Senega Manufacture and sales of cigarettes in Senegal 983
Km 2-5 Bld du Centenaire de 1a commune de Dakar, Dakar Ser.egal

NTTAF Lirmited T " Nigena In ligrudation 500
28, Ground F.oor, Azasa Street, Off Kang Gecrge W Road, Onikan, Lagoes, Nigeta

Promotorz Vascongada de Distnouctones  Spain Distnbuton of punashed matena s and cther products 11 Biscay and Santancer 500

5AU C/Guipuzees, 5 Poligono industnal Lezarna Leguzemen 48450 Echevarr,
Vizeaya, Spain

Publicacicnes y Libros SALU Span Publishung comparny =00
Averuda de Earopa o 2, Edific.o Alcor Plaza/Ala Fs'e ®'anta 4a - Moduio 3,
A.cercor, Madrnid, 28922, Spam

Reemtama Kyrgyzstan CUos2 Kyrgyzstan Inugquidation 9537
249 Toraimov Street, Bishkek, Kyrghyz Repuslic /20011 Kyrgyzstan

S3UPte Ltd - Sigapore Holding imvestrments i subsidiary companies 51¢
80 Rebinson Read, #02.-00, 068858 Singapore

SACIMLMSA Madagasecar Menufachure of cigarettes 111 Madagascar 554
110 Antsirae Madagascar, Route d Ambositra, 3P 128, Madagascar

STTAR ndustnes S.A. - Ccte Dlvoire Mar.ufacture of cigarettes in Cote Dlvoure 758
e de Industre - Lot Ne 18,01 - B oJv Bouake, Cote dvo.re

STAR!eding S.A5 France (LaRevnlon island;  Hodinginvestments i sunsidiary comparies 39.0
Z1n2 8P 7256, 97457 Saint Plerre, le de la Reasuon, France

socrete afrcare dTmpressicn Senegal Manufactare and distnbution of Zigaret'as = Seregal 296

Mdustniere S A foute de Bel Air - Km 2200, Dakar, Senegal

Sociste &lumetliere Frangase SAS France Manufacture and distnbuticn of cigarettes 300
[nmeuble Le Bnistol, 27 Avenue des Murs du Parc, 94300 Vincennes France

Société des Cigarettes Gabenaises SA Ganen [n iqudation 87.8
2381 bld Léon MBA, BP 2175, Lioravi. e Gabor

Societs mdustnells et Agricole du “abac Conga Manufacture and distnbuion of cigarettes 1 Conge 89/

TICPICEL S A Avenue de la Peinte Holandaise, Mpiia, BP 50, Brazzaville, Conge

Sociéte voirienne des Tabacs S A, ™ Cote Dlvoite Manufacture and dismbution of cigarettes 1n Cote O voire 748
Cocody-Nord, Quartier Gendammene, TF 5937, 01 B.P. 724 Andjan

Socictéd Marocaine des Tabacs S A Mceiaceo Maufachare and distnbution of cigarettes in Marooco 999
5/ Hue Hamed L! Figuigur, Casan.anca, 20500, Marecco

SOCTAMS A Madagascar Manufactire and distrizution of cigarettes in Madagascar 505
15 Rue Geoges V, Mahayanga, Madagascar

SOTCHADISSAS Chad Nor-trading 580
502 Rue 1039, BP 852, ND amena, Chad

Supergroup SAS France Wholesaie of tobacco products 500
Inrneubie Le Briste., 27 Avenue des dMurs du Pare, 94300 Vincennes, France

TerzlaSPA ttaly ‘Wholesale '0 tobaccomists in ltaly 500

Via Yaladier, 37 — 00193 Roma, ltaly
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ASSOCIATES: INCORPORATED OVERSEAS

Percentage
Name Country of incorporation Principal activity and registered address awned
AlcomeSAS Frarce Waste management 240
88 avenue des 'l'emes, Pans, 75617, France
Azur Finances SA. Cameroon Haolding investrnents in subsidiary companics 200
B F 1105 Dousa, Cameroc
Cornpariia Esparic.a de Tabaccen Rarra  Spaln Production and sale of raw ohacco 208
SA (Cetarsa) ' Averuda de las Angustias, 20, 10300 Nava mora de la Mata, C4ceres, Spain
Distntdora de Ediciones SADE, SA Spain Distnbunon of pushished rreaterals and otner products i Spain 350
Callc B esquinaca.e 4 s/n Secter B Poilgeno neustrial Zena Franca,
08040 Barcelona, Spain
Distnbwdora de Pubicaciones del Sur SA Spam Distribution of published matenials and other products 250
Carretera de la Dsc.usa, 5/N - Parlela 2 Module 4, Sevila, 41011, Spain
Distribicion de Pubiicaciones S:glo X1 Span Distribution of published matenas and other products in Spain 420
Guadalajara Francisco Medma y Mendoza, 2, 19171 Sabanii’as de. Carnpo. Guadalz;ara. Spain
Lisincuidora Valerolanade Ediclones SA - Spamn Distrioution: of pubished matena.s and other products :n Valencia 250
Pedrapiquers 5, Poligono Industna. Vara de Guart, Vaencia, 46014, Spain
Entreprses des Tabacs en Guinee " Guinée Conakry Dormant 340
B.F 3391, Conakry, Guinea
Logistal ibros SL. Spain Disinbubicn of bocks 250
Avda Cashilala Mancha, 2 — Naves 3-4 de. Poligono [ndustrial La Quinta,
Cabtanilas del Campo, Gradalajara, Spain
Promonen et Distnoution a Madagascar © Madagascar Distnbution of cigareltes in Madagascar 334
Tour ZITAL Arkerondrano, Antananarnvo, Madagascar
SITABACS A Cameroon Manufacture and distriaut.on of *obacas preduets in Camercon 345
113 Pue Kutcherier, 1067 Borarto, Douala, Camercon S o
Sociéte ternaticnae des Tabacs Madagascar Leaf processing 479
Malgaches "™ BP 270, 401 Mahajanga, Madagascar
Societe Natonale des Tabacs ot Alumettes Maz Marufacture and distnowticn of cgarettes 111 Man 280
diMa.5A" Rau's Sohuda - 2.1, BP 59, Barrake Mal:
JOINT VENTURES: INCORPORATED OVERSEAS
Percentage
Narme Country of incorparation Principal activity and registered address awned
Compatiade Distrioucion Integra: Logista Spain Ir: Liquidation 250
SAU yGTECE Gozal I attery, SLLUUTE. C/ Trgo, 39 - Poagono [dustial Pelvoranca, Leganes Madnd, 23814, Spain
Glozal Horlzon Ventires Limited Fang Kong Sales and rmarket:ng of cigarettes In A<1a 00
Room 300708 39th Floor Fopewe'l Centre 183 Queens Road Cast,
wanchsl, Eong Kong
tertah 3 A Switzerland Eaolding imvestmenits n subsidiary cornpanics 50,0
Sociele Fiducizire S1zsse-Coopers & Lyrand S A, Foute de a Glane 107,
Vilars sur Glane, 1762, Switzerland
‘West Tobacco Pte Ltd - Dormant 500

SIngapore

=0 Ralfles PFlace #32-01 Singapers Land Tower, 048623 Simgapore
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RELATED UNDERTAKINGS - CONTINUED

PARTNERSHIPS

The Group also owns the following partherships:

Name Country Principal activity, registered address and principal place of business
Fabricade “abacos LaFlorde Copan SdeRL. Honduras Helding investments in suzsid:ary compares

deCV. Registered address and principal pace of busmess Apartado Postal 209,

Colonia Mejia Garcia, Santa Rosa de Copan, Honduras

Imperial Tonacco (Efka) Grnok & Co KG Germany Manufacture of tubes in Germany
Registered address and pnnecipal place of business: Max-Bemn Strafle 4,
tlamburg, 22761, Gerrmary

Impenai Tobacco Kazakhstan LLP Kazakhsian tarketing and distnbution of tobacco products n Kaxakhstan
Regisiered address and principal piace of business 3rd Floor,
Prime Business Park, 100/2 Nursi.tan Nazarzayey Avenue,
Medeuskiy Distret, Almaty, 050000, Kazakhstan

I Brands Aovdpartner i P United States of America Markeling and sale of wbacco products in Unuted States of Amenca
Registered address and privcipal place of business: 714 Green Va ey Road,
Greensbore, NCZ7408, Unlted States of America

The subsidiaries listed were held througheut the year and the consclidated 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.

Unless otherwise stated the entities are unlisted, have 1 type of ordinary share capital and a reporting period ending on 30 September
each year

1) December year erid

{il) Marchyearend

(i) Listed entity

{iv) Holding of cne type of ordinary share gnly {where more than one type of share 1s authonsed / i issue).

(v} Holding of two or more types of ordirary share (where more than one type of oxdinary share 1s authorised/ in issue).
COnly applicable to 100% owned subsidianes.

{v1) Holding of preferer.ce shares only

{vii) Holding of ordinary and preference shares

{vi} Holding of ordinary and redeemable shares

(ix) Holding of ordinary and deferred shares

(x) Holding of two types of crdinary share and redeermable shares

(xi} Holding of shares limited by guarantee

Rl

The percentage of 1ssued share capital held by the immediate parent and the effective voting nghts of the Group are the same except
for Imperial Tobacco [talia Srl where the entire share capital, and therefore 100 per cent of the voting rights, are held by a number of
Group comparnies.
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SUPPLEMENTARY INFORMATION SHAREHOLDER INFORMATION

SHAREHOLDER INFORMATION

FINANCIAL CALENDAR
AND DIVIDENDS

Half-year results are expected to
be arnounced in May 2022 and the
full-year's resuls in Novernber 2022.

The Annual General Meeting of the
Company will be held on Wednesday
2 Febrary 2022 at the Bristol Marriott
Hotel, City Gentre. The Notice of
Meeting and explanatory notes

about the resolutions to be proposed
are set out 1n the circular enclosed
with thus Report.

Dividends are generally paid at

the end of March, June, September
and December Payment of the 2021
final dividend, 1f approved, will be
on 31 March 2022 to shareholders on
the Register of Members at the close
of business an 18 February 2022. The
associated ex-dividend date will be
17 February 2022.

SHARE DEALING SERVICE

Qur Reqistrars offer Shareview
Dezgling, a service which allaws you
to buy or sell Impenal Brands PLC
ordinary shares if you are a UK
resident You can deal on the
internet ¢r by phone. Log on 1o
www.shareview.co.uk/dealing or
call thern on 03456 037 027 between
8.00am and 4.30pm Monday to
Friday for more information

about this service. If you wish to sell
your Impenal Brands PLC ordinary

shares, you will need your shareholder

reference number, which you can find
oh your share certificate.

INDIVIDUAL SAVINGS
ACCOUNT

Investors in Impernal Brands PLC
ordinary shares may take advantage of
a low-cost Individual Savings Account
{IsA) and Investment Account where
they can held their Imperial Brands
PLC ordinary shares electronically.
The ISA and Investment Account

are operated by Equiniti Financial
Services Limited. Cornmission starts
from £12.50 and £1.75 respectively for
the sale and purchase of shares.

For a brochure or to apply for an 1SA
or Investment Account go online to
www.shareview.co.uk/cealing or call
Equiniti on 0345 0700 720.

DIVIDEND REINVESTMENT
PLAN

Imperial Brands P.C has setupa
dividend reinvestment plan (DRIP)

to enable shareholders to use their
cash dividend to buy further Tmpenal
Brands PLC ordinary shares:n the
market, Further information can

be ootained from Equiniti on
0371384 2037 {(+44 371 384 2037

if calling from outside the UK) or
online at www.shareview.co.uk

AMERICAN DEPOSITARY
RECEIPT FACILITY

[mperial Brands PLC ordinary shares
are traded on the OTCCX International
Premier platform in the form of
American Depositary Shares (ADSs)
using 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 opposite.

WEBSITE

Information on Imperial Brands
PLC 15 available on our website:
www.mpernalbrandsplc.com

Equiniti also offers a range of
chareholder information online.

You can access information on your
holdings, indicative share prices and
dividend details and find practical help
on transferrning shares or updating
your details at www.shareview.co.uk
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SUPPLEMENTARY INFORMATION SHAREHOLDER INFORMATION - CONTINUED

REGISTERED OFFICE
121 Winterstoke Road
Bristol BS3 ZLL

+44 (0)117 963 6636

Incorporated and domiciled in England and Wales No. 3235483

REGISTRARS

Equimiti Limited
Aspect House

Spencer Road

Lancing

West Sussex BN99 6DA

0371384 2037+
+44 (03121 415 7009
0371 384 2255* text phone for shareholders with hearnng difficulties

*  Lines are open 8.30am ta 5.30pm, Monday 1o Tnday excluding public hohidays in Zagland and Wales,

AMERICAN DEPOSITARY RECEIPT FACILITY

EQ Sharecwner Services
P.0. Box 64504
St. Paul, MN 55164-0504

Toll-free number :nside USA. +1-800-990-1135*
From outside the USA: +1 651-453-2128*

Onhine: Visit www.shareowneronhne.com, then scrall down to 'Contact Us' information.
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