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Project Baseball Discussion Materials

Goldman, Sachs & Co.

January 16, 2017

Goldman Sachs does not provide accounting, tax, or legal advice. Notwithstanding anything in this document to the contrary, and except as required to enable
compliance with applicable securities law, you (and each of your employees, representatives, and other agents) may disclose to any and all persons the US federal
income and state tax treatment and tax structure of the transaction and all materials of any kind (including tax opinions and other tax analyses) that are provided to
you relating to such tax treatment and tax structure, without Goldman Sachs imposing any limitation of any kind
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These materials have been prepared and are provided by Goldman Sachs on a confidential basis solely for the information and assistance of the Board of Directors (including the
Transaction Committee of the Board of Directors) of Royals (the "Company”) in connection with ther consideration of the matters referred to herein, These matenals and Goldman
Sachs' presentation relating to these matenals (the “Confidential Information”) may not be disclosed to any third party or circulated or referred to publicly or used for or relied upon
for any other purpose without the prior written consent of Goldman Sachs. The Confidential Information was not prepared with a view to public disclosure or to conform to any
disclosure standards under any state, federal or international securities laws or other laws, rules or regulations, and Goldman Sachs does not take any responsidility for the use of the
Confidential Information by persons other than those set forth above. Notwithstanding anything in this Confidential Information to the contrary, the Company may disclose to any
person the US federal income and state income tax treatment and tax structure of any transaction described herein and all materials of any kind (including tax opinions and other tax
analyses) that are provided to the Company relating to such tax treatment and tax structure, without Geldman Sachs imposing any kmitation of any kind. The Confidential Information
has been prepared by the Investment Banking Division of Goldman Sachs and is not a product of its research department.

Gokiman Sachs and its affiliates are engaged in advisory, underwriting and financing. principal investing, sales and trading, research, investment management and other financial and
non-financial activities and services for vanous persons and entities. Goldman Sachs and its affifiates and employees, and funds or other entities they manage of in which they nvest
or have other economic interest or with which they co-nvest, may at any time purchase, sell, hold or vote long or short positions and investments in securities, derivatives, loans,
commodties, currencies, credit default swaps and other financial instruments of the Company, any other party to any transaction and any of their respective affiiates or any currency
or commodity that may be involved in any transaction, Goldman Sachs' investment banking division maintains regufar, ordinary course client service dialogues with clients and
potential clients to review events, opportunities, and conditions in particular sectors and industries and, in that connection, Goldman Sachs may make reference to the Company, but
Gokiman Sachs will not disclose any confidential information received from the Company.

The Confidential Information has been prepared based on histoncal financial information, forecasts and other information cbtaned by Geldman Sachs from publicly available sources,
the management of the Company or other sources (approved for our use by the Company in the case of information from management and non-public information). In preparing the
Cenfidential Information, Goldman Sachs has relied upon and assumed, without assuming any responsibility for independent verification, the accuracy and completeness of all of the
financial, legal, regulatory. tax, accounting and other information provided to, discussed with or reviewed by us, and Goldman Sachs does not assume any liability for any such
information. Goldman Sachs does not provide accounting, tax, legal or regulatory advice.

Goldman Sachs has not made an independent evaluation or appraisal of the assets and liab#tties (including any contingent, derivative or off-balance sheet assets and liabilities) of the
Company or any other party to any transaction or any of their respective affiliates and has no obligation 1o evaluate the scivency of the Company or any other party to any transaction
under any state or federal laws relating to bankruptcy, insolvency or similar matters. The analyses contained in the Confidential Information do not purport to be appraisals nor do they
necessarnly reflect the prices at which businesses or securities actually may be sold or purchased. Goldman Sachs’ role in any due diligence review is limited solely to performing such
a review as it shall deem necessary o support its own advice and anatysis and shall not be on behalf of the Company. Analyses based upon forecasts of future results are not
necessarnly indicative of actual future results, which may be significantly more or less favorable than suggested by these analyses, and Goldman Sachs does not assume responsibility
if future results are matenally dfferent from those forecast.

The Confidential Information does not address the underlying business decision of the Company to engage in any transaction (or of the Board of Directors of the Company or the
Transaction Committee of the Board of Directors of the Company to make any recommendation concerming any transaction), or the relative ments of any transaction or strategic
alternative referred to herein as compared to any other transaction or altemative that may be avadable to the Company. The Confidential Information is necessarily based on
economic, monetary, market and other conditions as in effect on, and the information made available to Goldman Sachs as of, the date of such Cenfidential Information and Goldman
Sachs assumes no responsability for updating or revising the Confidential Information based on circumstances, developments or events occurring after such date. The Confidential
Information does not constitute any opinion, nor does the Confidential Information constitute a recommendation to the Transaction Committee of the Board of Directors of the
Company, the Board of Directors of the Company, any security holder of the Company or any other person as 1o how to vote or act with respect to any transaction or any other matter.
The Confidential Information, including this disclaimer, are subject to, and govemned by, any written agreement between the Company, the Board of Directors of the Company and/or
any committee therecf, on the hand, and Goldman Sachs, on the other hand.
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I. Review of Braves Proposal and Market Context
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i Comparison of Braves Initial vs. Current Offer ~ "NVESTVENT BANKING

Braves Braves
20-Oct Offer 10-Jan Offer
Cash Offer Per Share $24.13 $29.44
Ordinary Share Exchange Ratio 0.5502 x 0.5260 x
ADS Exchange Ratio 0.2751 x 0.2630 x
Implied Value of Stock Offer Per Share as of 13-Jan-17' $31.71 $ 30.30
Implied Transaction Share Price as of 13-Jan-17"' $ 55.84 $ 59.74
Change in Cash Value Per Share vs. Initial $ 5.31
Change in Stock Value Per Share vs. Initial $(1.41)
Increase vs. Initial $3.90
% Change vs. Initial 7.0 %
Implied Transaction Share Price as of 20-Oct-16* $ 56.50 $ 60.39
% Change vs. Initial 6.9 %

Nete: Braves announced on 13-Jan-17 that it would adjust the ADS to a 1-1 ratio (from 2 BAT shares to 1 ADS currently) effective 06-Feb and the Merger Agreament currently
provides for an automatic adjustment (i.e. post 06-Feb the ADS exchange ratio in the contract will be the same as the common shares).

* 20-Oct Offer based on Braves closing price of £47.30 and USD / GBP exchange rate of 1.2186x as of 13-Jan-17 per Bioomberg. 10-Jan Offer based on ADS value of $115.21 as of
13-Jan-17 per Bioomberg. Impied value of offer based on UK market close as of 13-Jan-17 was $59.76 (based on Braves ordinary share price of £47.30 and USD / GBP exchange
rate of 1.2186x).

? 20-Oct Offer represents imphed value on 20-Oct-16 based on Braves ordinary shave price of £48.03 and USD / GBP of 1.2250x per Braves offer lefter dated 20-Oct-16. 10-Jan Offer
represents imphed value on 20-Oct-16 based on Braves ADS equivalent intraday trading value of $117.69 as of time offer as of 20-Oct-16 per Bloomberg.

Review of Braves Proposal and Market Context 4
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Overview of Braves Offer T o
($ in millions, except per share data)
s e vt
' [____Braves i
o O o - 0 implied By Implied By
20-Oct-16 13-Jan-17 | 20.Oct-16 13Jan17

r12250x 12186 I

0.5% decrease in GBP J

1.5% decrease in Braves
share price in GBP
| 2.1% decrease in Braves l
— A pce, _ J

6.4% 8‘00* value decrease

| $60.39| 55974 l | 22 0% cash offer increase |

USD/GBP 1.2250 x  1.2186 x

Braves Reference Price (Ordinary Shares as of 20-Oct Offer / ADS as of 10-Jan Offer)' $5884 $57.63 '—Sﬁ 69 ST‘-I-S.EB
Ordinary Share Exchange Ratio? 05502x 05502x | 05260x 0.5260x
ADS Exchange Ratio® 0.2630 x 0.2630 x
implied Value of Stock Offer Per Share T $3237| s3171 $3095 | $30.30 |
Cash Offer Per Share 20-0ct-16 13-Jan-17  20-Oct-16 13-Jan-17 $2413 [$2413 |  s20.44] $29.44
Implied Transaction Share Price" $4747 $5597  £4803 £47.30 | $ 5650 | 1§ 5584 |

Premium To Pre-Offer Price (20-Oct-2016) 198% 184 % 280% 266 %

— — —
P— — — — —

6.9% increase as of L
l_ undlsturbed date |
—

{2 0% mcrease as of Iaiesn
L otercae __

lllustrative Equity Value® $ 67493 $ 80,205 £ 56,087 £49%44 $80,846 §80,019 $86412 $85608
Enterprise Value® $ 78713 $91,104 £74517 £ 66,292 $92,066 $90918 $ 97,632 $ 96,507
Enterprise Value /9-30-16 LTM EBITDA 138 x 159 % 14.1x 126 x 16.1 x 159 x 171 x 16.9 x
Enterprise Value / 2016E EBITDA 132 153 128 113 154 153 164 16.2
Enterprise Value / 2017E EBITDA 123 14.2 14 101 143 14.2 15.2 15.0
2016EP/E 205x 243x 195x  192x 246x  243x 263x 260x
20M7EPIE 185 219 173 16.8 22 219 237 234
Royals Shareholders Ownership 196 % 19.6 % 189% 189%
Braves Shareholders Ownership 804 % 80.4 % 81.1% 811%
Source: Bloombery. IBES, Royals M projections as first provided (0 GS on 29-Oct-2016 and approved for i3 use ("Royais Managemen! Plan’) and ather information provided by Royals Managenent
mmummmwsssmnummn date.

pocing
* 20-0ct Offer” reference price represents Braves closing price mulipded by USD / GBP o

rate a3 of resp

Jan Offer” refarence price reprosonts Braves ADS as of raspaciive pricky) date as Ihe draft Merger Agroerent, (The “Mévger Agreernant”) spacifies ADSs as the equity consideration.
JWmmummmmm
! Ropresents exchange ratio based on Braves ADSS, Braves anncunced on 13-Jar-17 that X would adjust the ADS to & 1-1 ratio (from 2 BAT shares fo 1 ADS currently) effective 06-Febd and the Merger Agroement currently provides
for an aufomatic adustment (i.e. post 06-Feb the ADS exchange ratio in the contract wil bo the same as the common shares)
¢ Braves and Royals standalone represents closing price as of 20.0ct-2016 and 13-Jan-2017, respectively.

3 Royals share count as of 20-0¢t-2016 ropresents the 30-Sop-2016 share count per Royals Management, and the share court as of 13-Jan-2017 Is as por the Merger Agroement. Braves share counts as of 20-0ct-2016 and 13-Jan-
2017 are as por Braves' invesior relations wobsiie (basic shaves cutstandng) and as per Braves” annual report (options diution), Braves quodes enferprise viaue of $930n in proposal dated 20-0ct-2016. Braves EV adjustod for ~42%

oquy stake in Royals and 30% equity stake in ITC Lt

pricing date &3 Braves proposal dafed 20-0ct-2016 specifies ordinary shares as [he equily considevation. 10

Review of Braves Proposal and Market Context
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Price and FX Rates
$29.44 Cash / Share | 0.5260x Ordinary Share Exchange Ratio / 0.2630x ADS Exchange Ratio

Offer Value Sensitivity Based on Braves Share

CONFIDENTIAL

INVESTMENT BANKING
DIVISION

Implied Braves ADS Value'

Implied Offer Value / Share?

USD / GBP (a%)

USD / GBP (8%)

(5.0)% 5.0 % (5.0)% 5 5.0 %
11577 x 1.2186 x 1.2795 x 114577 x 1.2186 x 1.2795 x
Pl (0% £4254 | $98.50 $ 103.69 $ 108.87 Pl (0% £4254 | $5535 $ 56.71 $ 58.07
8 8
a a
g £47.27 $ 109.45 S 115.21 $ 120.97 g £47.27 $58.22 $59.74 $61.25
» ®
S 4
E 10% £ 52.00 $ 120.39 $ 126.73 $ 133.06 E 10% £ 52.00 $61.10 $62.77 $6444
(++] 0
Implied P/ 2017 E EPS? Implied EV / 2017 E EBITDA®
(5.0)% - 5.0 % (5.0)% . 5.0 %
1.1577 x 1.2186 x 1.2795 x 1.1577 x 1.2186 x 1.2795 x
Bl (10 £ 4254 21.7 x 22.2 x 22.8 x El (107 £ 42.54 14.0 x 144 x 14.7 x
© 3
g £
e £ 47.27 228 x 234 x 240 x g E4r.27 14.7 x 15.0 x 15.4 x
o
g 10%  €5200 24.0 x 246 x 25.3 x i <10:%: 58880 15.3 x 15.7 x 16.1 x
(++]

Source: Public filings, Royals Management Plan

Note: £47.27 represents implled Braves ordinary share price based on Braves ADS dlosing price of $115.21 and USD / GBP of 1.2186x as of 13-Jan-17.

' Assumes Braves ADS is equal to Braves Share Price * USD / GBP Exchange Rabio * 2
? Calculated as the Braves ADS value " ADS exchange ratio of 0.2630 plus the cash value per share of the offer of $29.44

*Assumes 1,432 6mm dillled shares outslanding per Merger Agreement and net debt of $10,899 (including $12.950mm debdt and $2.051mm cash) 8 per Royals Management Plan

Review of Braves Proposal and Market Context
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Implied Value of Braves 10-Jan Offer Over Time

INVESTMENT BANKING

DIVISION

Stock Price

i Qay Prior 10
Jan-2015 Apr-2015 Jul-2015 Oct-2015 Jan-2018 Apr-2016 Jul-2016 Oct-2016

— ROyalS — implied Value of 10-Jan Braves Offer

Source: Bloomberg as of 13-Jan-2017
Note: 10-Jan offer assumes $29.44 cash per share and 0.2630x ADS exchange ratic based on Braves ADS share price of $115 21 per Bloomberg.

$59.74

$5597

Jan-2017

Review of Braves Proposal and Market Context
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“ll Certain Considerations for Outside Buyers il

($ in billions)

® Braves has said it is not a seller of Royals stake

~'In considering this Proposal, you should know that, in Braves’ capacity as a shareholder of Royals Bmvas is mterasred onfy in acquining the sharas of 3
‘ROyalsnocalmadyowmdbyBravesandmmsuchcapacdy Braves ha - I ; : v :

K -From Braves offer letter ‘
B There is a limited universe of potential buyers, none of whom have expressed interest since 21-Oct-2016 (date the offer became public)
EV Market Cap 2017 EV/EBITDA 2017P/E Leverage PF Leverage' Dividend Yield
g '\- $300bn $182bn 14.1x 202 x 52x 58x ~3.5%
- $167bn $142bn 134 x 19.0 x 27x% 48x 46%
S X BRANDS $60bn $42bn 118x 128x 39x 6.5x 4.3%
v $650n $60bn 102x 16.6 x 08x 45x 3.3%
Ceums NA NA NA NA NA NA NA

® Sale of non-Braves stake would require approval by Royals Board and majority of total shareholders
— Third party may seek to consummate a merger with Royals without Braves approval
— However, if Braves is not supportive, a merger requires approximately 88% approval from all other shareholders

— If 100% of non-retail, non-Braves shareholders vote in favor, a merger requires approval from retail shareholders holding approximately 50% of
outstanding shares

- However, according to Broadridge, historically when there is a shareholder vote, only ~30% of shareholders participate, thus making the majority
approval threshold difficult to achieve
® Governance Agreement prevents Royals from issuing significant amounts of equity without Braves approval
— Aslong as Braves owns at least 32% of the voting power in Royals, Royals cannot without the approval of a majority of Braves' designees to the
Board, issue securities in excess of 5% of Royals outstanding common stock?
B Governance Agreement terminates if any third party owns or controls more than 50% of the voting stock

— Absent the Governance Agreement, Braves does not have the right to designate any Royals directors
Source: Bicomberg, Broadridge, CaplQ, company filngs, Royals Management (for Governance Agreement and shareholder approval information), Wall Street Research, Market data as of 13-Jan-2017
Note: 14% of Royals shares are heid by retad investors as per

' Assumes current offer of $29.44 cash per share for 100% Royals sh tstanding fi d through deb! (share count based on Merger Agreement). Includes $6,003mm of Royais 2016 EBITDA and $500mwm of
synergies per Royals

7Exupamsmcnm:ssumsmmmmywwcoﬂ«mfwusha(ﬂ)wybomhdcmvmw o such fnancing ves a sale of stock, for cash, at a price at least as great as the book and market

. value of Royals comman stock

Review of Braves Proposal and Market Context 9
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Summary of Royals Management Plan WYESTIMENT BONEING
DIVISION |
($ in millions, except per share data)
Per Royals Management
Income Statement 2015A 2016E 2017E 2018E 2019E 2020E 2021E “16E - "21E
Net Sales $ 10,675 $ 12,529 $ 13,009 $ 13,621 $ 14,331 $ 15,095 $ 15,909 4.9 %
% Growth 260 % 174 % 38 % 4.7 % 52% 53% 54 %
MSA, TQBO & FDA Payments (2,678) (2,925) (3,321) (3.447) (3.637) (3,740) (3,834)
% Sales (25.1)% (23.3)% (25.5)% (25.3)% (25.4)% (24.8)% (24.1)%
EBITDA $ 4,560 $ 6,003 $ 6,313 $ 6,877 $ 7,329 $ 8,026 $ 8,696 7.7 %
% Margin 427 % 479 % 48.5 % 50.5 % 511% 532% 54.7 %
Operating Income $4438 $ 5,880 $6,181 $6,736 $7.,190 $ 7,880 $ 8,548 7.8 %
% Margin 41.6 % 469 % 475 % 49.5 % 50.2 % 522 % 53.7 %
EPS $ 1.98 $ 231 $2.53 $2.78 $ 299 $3.33 $ 3.67 9.7 %
DPS 1.25 1.65 1.99 2.16 2.36 258 2.83
Cash Flow
D&A $ 122 $123 $ 132 $ 141 $ 139 $ 146 $ 148
NWC, Pension & Other (5,237) (65) 43 (191) (70) (40) 3
CAPEX (174) (229) (255) (189) (150) (150) (150)
% of Sales 16% 18% 20% 14% 10% 10% 09 %
Share Repurchase (124) (752) (789) (852) (1,000) (1,000) (1,000)
Dividends (1,583) (2,359) (2,811) (3.030) (3,275) (3,553) (3,873)
Borrowing / (Repayment) 8,525 (4,150) (500) 1,350 350 (1,121) -
Balance Sheet
Cash $ 2,567 $ 1,204 $ 600 $1,733 $ 1,882 $ 747 $1.11
Debt 17,447 13,166 12,586 13,868 14,172 13,040 13,056

Source. Royals Management Plan
Review of Braves Proposal and Market Context 10
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Hid Comparison of Royals Management Plan vs. T R
Wall Street Research Estimates
($ in millions, except per share data)
Management "16-18 IBES 16-'18 Variance 16-18
2016 2017 2018 CAGR 2016 2017 2018 CAGR 2016 2017 2018 CAGR
Net Sales $12529 $13,009 $ 13,621 4.3 % $12453 $13,010 $ 13414 38% $76 $(1) S 207 0.5%
% Growth 17.4 % 3.8 % 4.7 % 16.7 % 4.5 % 31% 0.7 % (0.6)% 1.6 %
EBITDA $6003 $6313 $6877 7.0% $5951 $6420 $£6,784 6.8 % $53 $(107) $93 0.3%
% Margin 479% 485% 505% 478% 493% 506 % 0.1% (0.8)% (0.1)%
Net Income $3297 83576 $3903 8.8% $3286 $3611 S 3861 84 % s 1 $(35) $42 0.4 %
% Growth 314 % 85% 9.1% 31.0% 99 % 6.9% 0.5 % (1.4)% 2.2 %
EPS $231 $253 $278 9.8 % $230 $255 $276 9.5% $0.01 $(0.02) $0.02 0.3 %
% Growth 16.6 % 9.8 % 9.8 % 16.2 % 10.9 % 82 % 0.4 % (1.1)% 1.6 %
DPS! $ 165 $199 $2.16 14.4 % $1.76 $203 $221 12.1 % $(0.11) $(0.04) §(0.05) 23 %
% Payout 715% 786% 776% 765% 796% 80.1% (5.0)% (1.0)% (2.4)%

Source: Royals Management Plan, IBES as of 13-Jan-2017

! Royals Management has historically announced a dividend increase in February of each year which is first payable in April. Royals Management views this as the Q2 dividend while Wall Street
Research normally views this as the Q1 dividend and therefore Wall Street Ressarch is normally one quarter ahead of Royals Management which accounts for the vaniance, all as per Royals
Management.

Review of Braves Proposal and Market Context 1
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Y lllustrative Summary of Financial Analyses ' BANKING

Based on Current Offer of $29.44 Cash / Share, and 0.5260x Ordinary Share / 0.2630x
ADS Exchange Ratio

Analyses lllustrative Price per Share Comments As of 08-Nov-16

Implied Latest
Offer Value: $59.74
(As of 13-Jan-17¢

Present Value of m 16.5x—20.2< P/ E (Average NTM P/E for 5 year - 2016 YTD as of 20-Oct-20186)
o Future Share Price' $54.72 $65.24 ® 6.5% Cost of Equity (vs. 5.9% as of 08-Nov-16) $90.08 - SoB. 07
m (0.5)% to 0.5% perpetuity growth rate
Discounted Cash | 5.0% o 6.5% weighted average cost of captal (vs, 5.0% to 6,0% as of 08-Nov-16) K
o Flow $45.16 $7217 4 impiied terminal LTM EBITDA multiple of 8.6x — 13 5x (vs. 9.3% to 13.5x as of 08-Nov.  + 006 - $71.67
16)
{
Selected ® High: EV/LTM EBITDA 16.0x
e Transsciions $38.12 $ 59.51 = Low: EVALTM EBITDA 10.9x $37.82 - $59.18
® 31-Dec-16 E EBITDA of $5.003mm (vs. 30-Sep-16 EBITDA of $5,993mm)
i
® Based on range of 15 to 30% which reflects range of premiums on Selected Precedent
¢ Tobacco Transactions of 15 to 29%, the median of premaum on U.S. deals over $250mm
° osdent Fremie $5425 $61.32 of 26.0%, and the average of premiums on sales of U.S. targets (>$1bn) to significant $54.25 - $61.32
. shareholders of 30%
Public Information
|
52 Week Trading | ® High: 05-Jul-2016
Range $43.38 | $54.48 ®m Low: 19.0ct-2016 $43.38 - $54.48
|
|
® High: $62.00
e artzmcioliisoi $ 52.00 $ 62.00 ® Low: $52.00 $52.00 - $62.00

® 10 Research Analysts
|
Source: Bloomberg, IBES, public fiings, Royals Managerent Plan
Note: Valuation as of 31-Dec-2016. Proposed Braves offer would not be received until transaction close, 08-Nov-2016 repr fs date of p tation fo Transaction Commitiee

‘Including dividends.
? Based on ADS value of $115.21, ADS Exchange ratio of 0.2630 and cash value per share of $29.44

Ilustrative Financial Analyses of Royals 13
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S @ lllustrative Public Market Present Value of Future ~ /NVESTMENT BANHe
Share Price Analysis

Based on 1 Year Forward P/E Multiples | Royals Management Plan

Present Value of Future Stock Price + Dividends

Future Value of Stock Price at 6.5 % Cost of Equity
$100 - $100 -
$90 g $90 4
$80 @ §$80
$70 | Eq 701 <074 se13s o024
$60 - 2 BN © ; $61.26
) s
o ' $
i { 3 350 $51.04 $51.20 $54.72
=1 = IRl s45.03  $47.34
$30 - 4l 530 1
$20 , . : : . = v : : : , ‘
Offer Value Dec-17 Dec-18  Dec-19  Dec-20 Offer Value  Dec-17 Dec-18 Dec-19  Dec-20
As of As of
13-Jan-17 13-Jan-17
=20 .2x Forward P/E (YTD Average NTM P/E)! - 20.2x $5472 S$57.17 $61.57 $65.57
©
=418 8x Forward P/E (Pre-Offer NTM P/E)' é s 18.8x S5106 $5347  S5771 6158
=—==16.5x Forward P/E (5 Year Average NTM P/E)' > 16.5x $4505 $47.41 $51.37 $55.02
Dec-2017 Dec-2018 Dec-2019 Dec-2020 17 -’20 CAGR
NTMEPS $278 $299 §333 $367 96 %
LTMVDividmdsPlidP«Shm 319‘9 , $216 $236 52.587 90%
Debt (Smm) $12588 $ 13,868 $14.172 $13,040 12%
Cash ($Smm) $ 600 $1733 $ 1,882 $ 747 76%
Share Repurchase (Smm) $(1.317) $(852) $(1,000) $(1,000)
% of Shares Repurchased 14% 06% 09% 08% -

Source: Royals Management Plan

Note: Analysis reflects valuation as of 31-Dec-2016 and includes dividends. Proposed Braves offer not received until date of transacbon close. See Royals WACC page in appendix for detaded
calcufation of 6.5% cost of equity. Weighted repurchase price represents the present value assuming pro rata participation in share repurchases during the peniod. Value if held assumes no
participation in share repurchases and represents value at end of period.

' Reflects average and current multiples as of 20-0ct-2016,

IHustrative Financial Analyses of Royals 14
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Implied Equity Value Per Share of Royals
($ in millions, except per share data)

Equity Value per Share — Operational Sensitivities

Equity Value per Share — Valuation Sensitivities (5.75% WACC, 0.0% PGR)
(0.5)% 0.0 % 0.5% 39% 49 % 59 %
c
5.00% $ 59.67 $ 65.30 $72.17 g 53.7% $ 51.75 $ 54.51 $57.38
=
Q <
§ 575% | $51.54 $ 5574 $ 60.74 = 54.7% | $52.93 $ 55.74 $ 58.66
&
6.50% $45.16 $ 48.40 $52.17 § 55.7% $ 54.11 $ 56.97 $ 59.94
™~
% of EV from Terminal Value Implied Terminal LTM EBITDA Multiple
(0.5)% 0.0 % 0.5% (0.5)% 0.0 % 0.5 %
5.00% 792 % 80.8 % 825 % 5.00% 10.9 x 121 x 13.5x
o Q
2 5.75% 76.8 % 78.3 % 79.9 % 4 5.75% 96 x 10.5 x 11.6 x
= =
6.50% 745 % 75.9 % 775 % 6.50% 86 x 9.3 x 10.1 x

Souwrce: Public filings, Royals Management Plan

Note: Analysis reflects valuation as of 31-Dec-2016. Proposed Braves offer not received untif date of transaction close. Free cash flow discounted fo 31-Dec-2016 using mid-year
convention for cash flows. Terminal value calculated as of 2021 as per Royals Management. Net debt of $10.899mm, comprised of $2,051mm cash and $12,950mm debt in
cafcidation of equity value as of 31-Dec-2016, all per Royals Management Plan. Assumes 1,433mm shares cutstanding (Includes 7.073 mm dilutive secunties) per Merger

Agreement.
llustrative Financial Analyses of Royals
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CONFIDENTIAL

L @ Selected Precedent Tobacco Transactions INVESTMENT BANKING

DIVISION
————————— h | - - - —— - —
] | I Reported Prnnlum Synergized |

Date Deal Size' ) Premium® Acquirer Cost ) EV/LTM to Tobacco EV/LTM |
Announced Acquirer Target ($bn) § Undisturbed  52.Week High ! Cash / Stock Mix of Financing _ EBITDA' Sector Median® EBITDA
Jun-2015 BAT TOR $06 | NA NA ! 100% Cash 10 % ¥o25x 09x/8% 122x
Mar-2015 BAT Souza Cruz 142§ 15% 1% : 100% Cash 30% : 16.0 39x/32% 160
Ju-2014 RI synoide Loriltard 276 | 40% 29% | 74% Cash / 26% Stock 44% | 139 32x/30% 9.9 |
May-2012  JTI Gryson o | NA NA 1 1009 Cash 15% | 123 32x/35% 123 |
May-2011 BAT Protabaco 05 : NA NA 1 100% Cash NA | 13 28x/32% ma |

PT Bentoel I !
Jun-2009 BAT o \ 07, 2% 12% : 100% Cash 6.0 % ' 14.0 6.9x/96% wo
Sep-2008  Amra usT N7 | 2% 16 % ' 100% Cash 93 % " 120 22x/23% 9.6 I
Skadinavisk
Feb-2008 BAT it ) a0 | NA NA | 56% Cash / 44% Stock 60 % | M2 06x/6% 8.4 I
Feb-2008 BAT Tekel Tl NA NA 1 100% Cash 60 % I 14 10x/10% 82 |
Now-2017 PhilipMomris  John Middleton 29 : NA NA | 100% Cash NA I 150 53x/54% 143 :
J-2007 tmperiel Anadis 224 20 % 19% I 100% Cash 75% P 52x/58% 12
Tobacco I 1 | :
Imperial Commonweaith
Feb-2007 = ol 19 : NA NA | 100% Cash 65 % § 109 11x/11% 109 :
Dec-2006 ';;:::w Gallaher s 2% 16 % I 100% Cash 40% I 130 38x/42% 01
Reynolds | !

-, . i 4 A
Apr-2006 Asstous Conwood 38 : NA NA | 100% Cash 72% | 16 42x/45% 126 :
Proposed Transaction $9767.  28% 7 1 %7 1'50% Cash / 50 % Stock 37%4 | 174x 45x136% 16.0 x 57

Median® $29 p 2% 16% i €% ' 125x 32x/32% n3x

Mean® 64 23 15 | ] I 129 32x/35% 116

High' 24 | 2 19 | 9 | 160 69796 % 6o |

Low" o5 | 15 1 5 1 y 109 06x/6% 82 I
Source: Press releases, company fings, capi@ o o o o o o o o - - - -

Note: Phiip Morris / John Middleton muttiple assumes D&A is 6% of EBIT,

! Valves sourced from CaplQ and their corresponding company filings, press releases.

? Undisturbed dates and premiwns sourced from Factset.

? Tobacco sector includes Royals, Braves, Philp Morms, Aitna, Japan Tobacco, Impevial Brands and ITC Limited.

* As per Braves Management, refiects mix of USD and GEP

¥ Reflects run-rate synergles of $400mm per Braves offer Jetter. Mnmdw?meEBJTDAmummmmnMMsmwp«Rom

* Madians do not include Reynoids American acquisiton of Lorard as transaction invoived significant geographic overlap and was not deemed o be comparable fo the contemplated transaction.

7 Reflects premium and enterprise value based upon Braves 10-Jan-2017 offer. Assumes Royals undisturbed share price of $47.17 and impled ADS value based on Braves ordinary share pnce of £48.03 and
USD / GBP of 1.2250x per Braves offer letter dated 20-Oct-16
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CONFIDENTIAL

S @ Premiums Paid Over Time INVESTMENT EAKiNa
US Deals Over $250mm in Enterprise Value

Median 1 Day Premia on Cash / Stock Transactions

344%
Proposed Transaction: 28.0 %! 325 % 31.1% 334 % 316%

Precedent Transactions Median: 26.0 %

222%
169% 16.3%

15.1 %
l I l N
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Transactions 37 47 36 47 21 18 22 27 19 23 40 53 46

Median 1 Day Premia on All Transactions

334%
Proposed Transaction: 28.0 %" 315% 32.3% 311%

Precedent Transactions Median: 26.3 % 256 % 24.5 % 263% 253% 281 %

196% 216% 206% 212%

2004 2005 2006 2007

Transactions 122 155 211 229 88 65 129 123 101 109 129 153 168

Source: Thomson Reuters as of 31-Dec-2016
' Reflects premium based upon Braves 10~Jan-2017 offer as of 20-Oct-2016. Assumes Royals undisturbed share price of $47.17 and ADS value based on Braves ADS equivalent
intraday trading value of $117.69 as of time offer as of 20-Oct-16 per Bloomberg.

2008 2009 2010 2011 2012 2013 2014 2015 2016

Ilustrative Financial Analyses of Royals 17



© Precedent Premiums Paid Analysis
Sales of U.S. Targets to Significant Shareholders; >$1bn Transaction Value; 2005 -

CONFIDENTIAL

INVESTMENT BANKING |
DIVISION

2016
Date Announced Target Name Acquiror Name % Held at Annoucement Size (§mm) Premium
Jun-16 Talen Energy Riverstone Holdings 350% $4,293 17.3%
Jan-16 Rouse Properties Brookfield Asset Mgmt 315 2,378 353
Oct-15 Northern Tier Energy Western Refining 38.4 1,782 16.9
Apr-15 GrafTech International Brookfield Asset Mgmt 219 1,054 143
Jun-13 Dole Food Investor Group 376 1,018 324
Dec-12 Clearwire Corp Sprint Nextel Corp 50.4 3,330 108.3
Nov-12 Jeffenes Group Leucadia National 286 2,561 238
Jun-11 M&F Worldwide MacAndrews & Forbes Hidg 427 2,289 474
Jun-10 Gerdau Ameristeel Corp Gerdau Steel North America Inc 66.3 1.607 526
Jun-10 Mediacom Communications Jmec Communications 389 3613 642
Nov-09 Burlington Northern Santa Fe Berkshire Hathaway 230 35,948 315
Sep-09 Odyssey Re Holdings Corp Fairfax Financial Holdings Ltd 7286 1,050 204
Apr-09 PepsiAmenicas PepsiCo 425 10,758 434
Apr-09 Pepsi Bottling Group PepsiCo 292 4,279 448
Oct-08 Sovereign Bancorp Banco Santander 243 1,910 35
Aug-08 UnionBanCal Corp,CA Bank of Tokyo-Mitsubishi UFJ 654 3,707 26.3
Jul-08 Genentech Inc Roche Holding AG 559 46,695 161
Mar-08 Nationwide Finl Sves Inc Nationwide Mutual Insurance Co 66.5 2,450 378
Sep-07 ASE Test ASE Group 36.0 1,200 256
Nov-06 TD Banknorth Inc,Portiand ME Torento-Dominion Bank 57.0 3,232 65
Jun-08 Pacific Energy Partners Plains All American Pipeline 245 1,615 106
Jun-06 Trizec Properties Inc Investor Group 371 4,747 179
Mar-06 William Lyon Homes General William Lyon 48.7 1,221 440
Feb-06 Lafarge North America Lafarge SA 489 3227 331
Oct-05 Nextel Partners Sprint Nextel 292 7,545 17
Sep-05 7-Eleven Inc IYG Holding Co 727 1,301 323
Sep-05 Chiron Corp Novartis AG 420 6,625 317
Jan-05 UGC Holdings Inc Liberty Media Intl Inc 54.0 3618 35
Jan-05 Fox Entertainment Group Inc News Corp 820 7,054 98
Median 42.0 % $ 3,227 29.4 %
Average 44.9 5,935 30.1

Source: Public filings, DealPoin!, Transactions listed by order of initial offer date.

llustrative Financial Analyses of Royals
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CUNFIUEN AL

Jtid @ Royals Research Analyst Views N ESTMENT S e
Reflects Price Targets Set Before Announcement of Braves Offer
($ per share)

Date of Last

Broker Research Price Target Recomendation Valuation Methodology
Jefferies 21-Sep-16 $61.00 Buy 10 Yr. DCF Valuation (No assumptions listed)
Citi 24-Oct-16 $ 57.00 Buy Based on a ~20.5x 2017E PIE

Cowen 23-0Oct-16 $ 57.00 Buy Based on a ~22.0x 2017E P/E

Wells Fargo 21-0ct-16 $ 55.00 Buy Based on a ~21.5x 2017E P/E

RBC 21-0ct-16 $ 54.00 Buy DCF Valuation: WACC: 6.8%,

Terminal Growth Rate: 0.5% - 1.5%

Based on a ~19.5x forward 12-24 month P/E and a ~12.4x

Ciidnan;Seche 200ckth £5590 Rk forward 12-24 month EV/EBITDA
Barclays 21-Oct-16 $ 52,00 Buy Based on a ~20.8x 2017E P/E
DCF Valuation: WACC: 7.1%,
uBs 19-0c¢t-16 $52.00 Hold Terminal Growth Rate: 0.0%
Morgan Stanley 21-Oct-16 $ 52,00 Hold Based on a ~13.0x 2017E EBITDA and ~20.0x P/E
Median $ 54.00

Souwrce: Wall Street research, IBES based only on reports avalable fo GS
' Goldman Sachs suspended their age on 21-Oct-2016.
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CONFIDENTIAL

Summary Historical and Projected Braves INVESTMENT BANKING

DIVISION
Financial Performance
Braves P&L (£ in millions, except per share data)
16 - 21
FYE December FY2014A FY2015A FY2016E FY2017E FY2018€ FY2019E FY2020E FY2021E CAGR
Total Revenue £13,971 £13,104 £14,805 £16,316 £16,963 £17.647 £18.353 £19,087 52%
9% of Growth (8.4)% (6.2)% 130% 102% 40% 40% 0% 40%
COGS & SGA (ex-DSA) 817 7774 8,905 2911 10.200 10,519 10,848 11.187
% of Sales 58.5 % 59.3 % 60.1 % 60.7 % 60.1 % 59.6 % 59.1 % 58.6 %
EBITDA £5,200 £5330 £5901 £6,405 £6,763 £7,128 £7,505 £7,900 6.0%
% Margin 415 % 40.7 % 39.9 % 393 % 39.9 % 404 % 409 % 414 %
Depreciation 397 338 37 365 365 365 365 365
EBIT £5,403 £4,992 £5,630 £6,040 £6,404 06,763 £7,140 £7,635 64%
% Margin 8.7 % 28.1 % ITI% 37.0 % 3.7 % 383 % 38.9 % 39.5 %
Royals Affikate Income 427 652 1941 1437 1243 1,324 1463 1601
ITC Atliate Income 289 201 219 8 369 o 414 439
Interest. Taxes & Minority Interest (2,224) {2.053) (2.179) (2,285) {2.364) (2,460) (2,572) (2,708)
Tax Rae (26.7)% (25.3)% (23.6r% (22.8)% (22.8)% (22.87% (22.5)% (22.5)%
Net Income 3,895 3,882 4711 5,240 5652 6,018 6,445 6,867 78 %
% Growth 213% 112% 79% 65 % T1% 66%
Diluted Share Count 1,864 1858 1874 1,874 1874 1,859 1,830 1,797
EPS 2.08 2.08 251 280 3.02 324 3.62 3.82 8.7 %
% Gronth 206 % 11.2% 7.9 % 74 % 88 % 8.5%
IBES EPS 2.08 2.08 246 281 3.05 323 345 NA
Capital Expenditures £(630) £(493) £(686) £(600) £(600) £(800) £(600) £(600)
% of Sakes (4.5)% (8% (4.5)% 3.7)% 3.5% (34)% (3.3)% (3.1)%
D&A 2397 £338 £0n £365 £365 £365 £365 £365
% of Salkes 28% 26% 25% 22% 22% 21% 20% 19%
Change in NWC £(238) £(351) £187) £(120) £(300) £(300) £(300) £(300)
Pansion & Restructuring £(1,131) £ 84 £(688) £(626) £(328) £(250) £4250) £(250)
Unl FCF (ex. | From Aftiliates) £3444 £3,307 £3,634 £4,017 £4,284 £4,565
Share Repurchase £(796) £0 £0 €0 £0 £(523) £(1,863) £(1,995)
Cash Dividends Paid £2712) £©2.770) £(2,861) £(3,406) £(3,674) £(3,912) £(4,189) £(4,463)
Dwvidend Per Share £148 £154 £163 £ 182 £196 £210 £229 £248
Debt £ 12,258 £ 17,001 £ 19,633 £ 18,997 € 18,195 £ 17,683 £ 18,437 £ 19,227
Cash £1818 £ 1963 £3427 £ 3427 £ 3427 £ 3427 £ 3427 £ 3427
Net Debt / EBITDA 18 x 28 x 27 x 24 x 22x 20x 20 x 20x

Source: Historical financials based on Braves Public Fillings, Braves Forecast reflects financial analyses and forecasts for Braves prepared by Royals management (based in parf on
cevtaln information prepared by Braves Management and provided to Royals) as approved for cur use by Royals ("Braves Ferecast’).

Note: Assumes interes! rate of 3.0% on debt, and 1.0% on cash per Braves Forecast, Projections are reflected in constant currency. As of 13-Jan-2017, exchange rates (al relative to
GBP) were USD -1.2183 . BRL - 3.9171, RUB -~ 72.82, SAR - 4.5705 , JPY - 140.09, CAD - 1.599, AUD -~ 1.6261, and EUR - 1.1463.
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CONFIDENTIAL

4 Comparison of Braves Forecast vs. Wall Street INVESTMENT BANKING |

! DIVISION
Research Estimates
(£ in millions, except per share data)

Braves Forecast 16-18 IBES 16-18 Variance 16-18

2016 2017 2018 CAGR 2016 2017 2018 CAGR 2016 2017 2018 CAGR

Net Sales £14805 £ 16316 £ 16,969 71% £14844 £ 16333 £ 16,949 6.9% £(38) £(17) £20 0.2%
% Growth 13.0% 10.2% 4.0 % 133% 10.0% 38% (0.3)% 0.2% 0.2%

EBITDA £5901 £6405 £6,769 71% £5859 £6566 £6905 8.6 % £42 £(161) £(136) (1.5)%
% Margin 399% 393% 399% 395% 402% 407% 04% (09)% (0.8)%

Net Income £4711 £5240 £5652 9.5% £4623 £5280 £5656 106 % £88 £(40) £(4) (1.1)%
% Growth 213% 11.2% 79% 191% 142% 7.1% 23% (3.00% 0.7 %

EPS £251 £280 £3.02 9.5% £246 £281 £305 11.3% £005 £(002) £(0.04) (1.8)%
% Growth 206% 11.2% 7.9 % 182% 142% 85% 24% (3.0)% (0.6)%

DPS £163 £182 £196 9.5% £164 £181 £200 104% £(0.01) £001 £0.04) (0.9)%
% Payout 650% 650% 650% 666% 643% 655% (1.6)% 0.7% (0.5%

Source; Braves Forecas!, IBES as of 13-Jan-2017
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Braves Research Analyst Views BVESTHENTBAHIONG
Reflects Price Targets Set Before Announcement of Braves Offer
($ per share)

Date of Report Research

Broker Prior to Offer Price Target Reccomendation Methods
Jofferies 21-Sep-16 £58.00 Buy Based on 10-year DCF which implies NTM P/E of 19,7x
Goldman Sachs' 20-0Oct-16 £55.00 Buy SOTP analysis, implies a 17.8x June 2018E EPS

¥ Baed on a combination of 18.8x 1 year forward P/E and a dividend yield of
JPM 18-0ct-16 £5420 A 3.8% (~60% of its S-year average disocunt to European staples)
Deutsche Bank 22-Aug-16 £63.00 NIA DCF (WACC: 8-8%, year 5-10 cash flow growth 5.2% per annum, terminal

growth -1.0%)
UBS 30-Aug-16 £53.00 Buy DCF (WACC of 7.7%, terminal growth of 0.6%)
Scciete Generale 29-Jul-16 £52.00 Hoid DCF (WACC of 7.5%, terminal growth of 1.0%)
Investec 8-Sep-16 £52.00 Buy Based on a 19x 2017E P/E Multiple
Morgan Stanley 29-Jul-16 £51.00 Hold Based on a 18.5x 2017E P/E and 14x EBITDA Mutliple
Credit Suisse 29-Jul-16 £50.50 Buy DCF (Cost of equity of 8.0%, terminal growth of 1.0%)
DCF (Cost of equity of 7.0%, nisk free rate of 3.5%, equity risk premium of

Barclays 28-Jul-16 £49.75 Hold 4.5%, beta of 0.8)
Cowen & Co. 28-Jul-16 £48.40 Hold Based on a ~17.7x 2017E P/E Multiple
Redbumn 13-Apr-16 £47.50 Buy DCF (WACC of 6.6%. terminal growth of -1.0%)
RBC Capital Markets 13-Sep-16 €43.00 Sell DCF (Cost of equity of 7.5%, terminal growth of -1.0%)
Median £52.00

Source: Wall Street research, IBES based only on reports availlable fo GS
T Goldman Sachs suspended their coverage on 21-0ct-2016.
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lllustrative Public Market Present Value of Future

Share Price Analysis

Based on 1 Year Forward P/E Multiples | Braves Forecast

CONFIDENTIAL

INVESTMENT BANKING
DIVISION

Present Value of Future Stock Price + Dividends

Future Value of Stock Price at 8.3 % Cost of Equity
£70 . €70
15)
o
o
‘ 3
£60 - o
2 £55.65
£53.37 g £53.97
a es092 £5215
£50 - £ 50.05 I3 £52.59
° 3 £50 £47.8 e =
£49.81
£47.30 £47.04 < £48.15
2 £4730  e%07  ca3s
£40 v . ' ' = e E
Today Dec-17 Dec-18 Dec-19 Dec-20 Today Dec-17 Dec-18 Dec-19 Dec-20
=17 7% Forward P/E (YTD Average NTM P/E)' - 20.2x £50.92 £5215 E£54.01 £58574
©
==4==16.6x Forward P/E (Pre-Offer NTM P/E)' é ':«:5 18.5x £47.86 £49.12 £ 50.96 £ 5268
=—=15.6x Forward P/E (5 Year Average NTM P/E)' > 16.5x £4507 £46.35 £48.19 £49.90
Dec-2017 Dec-2018 Dec-2019 Dec-2020 '17 - "19 CAGR
£302 £324 £352 £3.82 82%
LTM Dividends Paid Per Share £1.71 £1.86 £201 £216 8.2%
Debt (Emm) £ 18,195 £17,160 £ 16,569 £17232 (1.8)%
Cash (Emm) £3427 £3427 £3427 £3427 00%
Share Repurchase (Emm) £0 £523 £ 1,868 £1,095 -
% Shares Outstanding 00% 08% 15% 18% -

Source: Braves Forecast

Note: Discounted to 31-Dec-2016, does not reflect prce of transaction at anticipated 2017 close. “Today” represents Braves share price as of 13-Jan-2017. Braves ADS's trade in USD and are
equal to the value of wo Braves ordinary shares multiplied by the current USD / GBP FX rate. See Braves WACC page in appendix for detaded calculabion of 8 3% cost of equity. Weighted
repurchase price represents the present value assuming pro rata participation in share repurchases duning the peniod. Vailue if held assumes no participation in share repurchases and

represents value at end of peried.
' Roflects average and current mubples as of 20-Oct-2016.
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CONFIDENTIAL

ldman . : & /
“ti  lllustrative Discounted Cash Flow Analysis T e
Implied Equity Value Per Share of Braves
(£ in millions, except per share data)
Equity Value per Share — Royals at Market Value® Equity Value per Share — Royals at DCF Value?*
(0.5)% 0.0 % 0.5 % (0.5)% 0.0 % 0.5%
PN 6.00% /
6.0% £ 49.05 £5178 £ 55.00 [ £ 5243 £ 56.63 £ 61.66
S 5.00%
o 4 7.00%/
< 7.0% £ 43,65 £ 4561 £ 47.87 M 5750 £ 44.88 £ 47,95 £ 51.52
= ] 5
@
8.0% £ 39.52 £ 40.99 £ 4264 () aé%ml £ 39.07 £41.39 £ 44.04
Implied Terminal LTM EBITDA Multiple Braves
% of EV from Terminal Value / Braves & Royals Blended Terminal EBITDA Multiple®
(0.5)% 0.0 % 0.5 % (0.5)% 0.0 % 0.5%
6.0% 771 % 78.6 % 80.1 % ) 65%0022' 9.5x/102x  10.3x/112x  11.3x/12.3x
g .
o 4 7.00%1
< 7.0% 741 % 75.5 % 77.0 % N 5750, | 82¢/8 8.8x/ 9.6x 9.6x / 10.5x
= ] &
@
8.0% 713 % 726 % 74.0 % ) 86:050(;&' 7.2x/7.9x 7.7x18.5x 8.3x/9.2x

Source: Putic fings, Braves Forecast, Royals Management Plan

Note: Froe cash Sow discountod fo 31-Dec-2016 Balance Shoot using maid-year convention for cash flows. Proposed Braves affer not receiwved wntd date of Uansaction close. Asswnes not debdt of £16 348mm (compnsed of

£3,427mm cash and £19,633mm dobl) i calcuiation of oquity value as of 31-Dec-2016 as per Mergor Agreement. Assumes 1,874dmm shares outstanding (Includes 10mm diutve securtios) as per Braves forecast, Assumos
margina! tax rale of 29.0% on lncome fraom Royals as per Royals Management Fian,

T =~42% stake in Royals and ~30% stake In ITC valued at propartional ownership sfakes of market cap as of 20-0ct-2016 and 31-Dec-2016 - £23.1bn and £10.600, respectively,

2 ~30% stake in ITC vlued using market cap as of 31-Dec-2016 (£10.60n) based on Braves Forecast, ~42% stake in Royals vaed based an DCF vakwe of Royals sensitized across (0.5)% - 0.5% PGR and 5.0% - 6 5% WACC

2 impied Terminal LTM EBITDA Multiple Braves caiculated based on the Sraves stand-alone DCF and is clscounted using 6.0 - §.0% WACC. Braves & Royals Blended Tevminal ESITDA Muliie is Dlanded based on relatve
Torminal EV from the Royals DCF and the Braves stand-alone DCF. Braves is ivscounfed using WACC of 6 0-8.0% and Royals ks ciscounted of 5.0% - 6.5% WACC af comesponding high and low points
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CONFIDENTIAL

N INVESTMENT BANKING
st Summary of Pro Forma Braves and Royals
¥ 4 ’ DIVISION
Projected Financials
(£ in millions, except per share data)
‘18.°21
FYE December H2 2017 FY2018E FY2019E FY2020E FY2021E CAGR
Braves Revenue £8,158 £16,969 £17.647 £18.353 £19.087 40%
% Growth 4.0% 40% 40 %
Royals Revenue £5418 £11.177 £11.760 £12.387 £13,055
9% Growth 52% 53% 54 %
PF Revenue £13,576 £28,146 £29,407 £30,740 £32,142 45%
% Growth 45% 45% 469%
Braves EBITDA £3203 £6769 £7.128 £ 7505 £ 7,900
Royals EBITDA £ 2,689 £58643 £6014 £ 6587 £7.136
Synergies £0 £ 205 £410 £410 £ 410
PF EBITDA £5.892 :15017 £13,553 £14,502 £15.446 7.0 %
% Margin 434 % 448 % 46.1% 47.2 % 481 %
D8A £1237) £(481) £(479) £(485) £(4886)
ITC Affikate Income £174 £ 369 £ 391 £414 £ 439
Transaction implications £(97) £(50) £(72) £(155) £(155)
Interest, Taxes & Mincrity interest £12,446) £(5,165) £(5.441) £(5688) £1(5,978)
Tax Rate" (31.0)% (30.6)% (30.9)% (30.9)% (31.1)%
PF Net Income £3,3£8 £7,_290 £7,951 £8,.587 co._zu 8.3%
Weighted Average Shares Outstanding 2,093 2312 2312 2312 2312
EPS £ 1.57 £ 315 £344 £3.71 £401 8.3 %
9% Growth "
%AMWWAMMMO) l 46 % 6.2% 55% 49% !
D&A £473 £ 481 €479 £ 485 £ 486
Capital Expenditures £1809) £(755) £(723) £(723) £(723)
Increase in NWC £79 £(215) £(98) £(179) £(158)
Other* £(858) £1611) £(406) £(305) £(291)
Unlevered FCF (ex. Income From Affiliates) £6.410 £7,205 £8,171 £8,821 £9.483
Dividend £1221 £4738 £ 5168 £ 5581 £ 6,022
Dividend Per Share £058 £205 £224 £241 £ 261
Debt £ 46 592 £ 44 606 £42435 £40033 £ 37346
Cash £ 2462 £ 2,462 £ 2462 £ 2462 £ 2482
Net Debt / EBITDA 37 x 33x 29 x 26x 23 x

Source: Based on Royals Management! Plan, Braves Forecasts and includes $500mm in opevating synergies per Royals Management, with 50% phased in 2018 and 100% phased in
2019, all as approved for use by Royals Management (the “Pro Forma Projections”)

Note: Assumes transaction financed with ~$25bn of debt at a blended rate of ~3.7% as per Braves Forecasts, no share repurchases, and all excess cash flow to pay down debt.
Tincludes tax implications of $135mm from aflocation of overheads, tax savings on 0.75% guarantee fee, and savings on dividend withholding tax as per Pro Forma Projections.
Includes costs to achieve synergies, non-cash transachion expenses, pension contributions, restructuing and other expenses as per Pro Forma Projections.
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CONFIDENTIAL

Implied Value of Offer Based on Present Value of nvestvent sanking.

- DIVISION
Pro Forma Future Share Price
Based on Current Offer of $29.44 Cash / Share, 0.5260x Ordinary Share / 0.2630x ADS Exchange
Ratio
Forward P/ E
15.6 x 15.8 x 16.6 x 18.3 x 18.8 x
Braves Syr Avg. NTMP/E Blended Syr Avg. NTMP/E Braves NTMPJ/E Blended YTD Avg. NTMP/E Royals NTMPIE
as of 20.0ct-16 as of 20.0ct-16 as of 20.0ct.16 as of 20.0ct16 as of 20.0ct-16
Future Value of Braves Pro Forma Share Price / ADS Value
Dec-20 £6194/$15097 £6274/%$15291 £6592/$168065 £7267/$177.10 £7535/% 183.64
Present Value of Dec-20 Future Stock Price + Dividends Across Costs of Equity'
6.5 % £5442 £ 55.04 £ 57.49 £62.70 £6424
7.5% £ 5241 £ 53.00 £ 55.36 £ 60.37 £61.84
8.5% £ 5049 £ 51.06 £ 53.32 £ 58.14 £ 59,56

Implied Present Value of Offer ($29.44 Cash / Share, 0.5260x UK Ordinary Share Exchange Ratio, 0.2630x ADS Exchange Ratio)

6.5 % $64.32 $ 6472 $ 66.29 $ 69.63 $ 70.62
7.5 % $63.03 $ 63.41 $ 64.92 $68.13 $ 69.08
8.5% $ 61.80 $62.17 $ 63.62 $ 66.71 $ 67.61

Present Value of Stand-alone Royals Future Share Price analysis assumes a range of prices of $54.72, $61.26, and $65.24, based on a 16.5x,
18.8x and 20.2x Forward P/E multiple, respectively

Source: Based on Pro Forma Projechons

Note, Assumes dale of transaction close of 31-Aug-2017, as per Royals Management, Present value discounted to 31-Dec-2016, Royals financials converted to GBP at 1.2186x USD
/ GBP exchange rate as of 13-Jan-2017. Cash flow items per Pro Forma Projections. Assumes 2,311mm pro forma shares outstanding per Pro Forma Projections. Assumes 65%
payout ratio and al excess cash is used to fund debt repayment as per Pro Forma Projections. Assumes operational synergies of $500mm (50% in 2018 and fufly run-rate by 2019)
taxed at Royals effective tax rate as pev Pro Forma Projections. Assumes tax imphications of $135mm (guarantee fee of 0.75% on the lransaction cash consideration with
incremental expense partially offset by income in the U.K and ~$50mm from allocation of overheads) as per Pro Forma Projections. Blended muitiples were based on relative
Royals and Braves stand-alone market cap as of 20-Oct-2016. Blended 5 year average NTM EV/EBITDA was 10.0x and YTD Average NTM EV/EBITDA as of 20-0Oct-2016 was
12 2x (both blended based on relative Royals and Braves stand-alone EV as of 20-0ct-2016),

! Includes present value of Braves dividends from June 2017 onwards as well as Royals Apnl and July dividends of $0.51 / Share.
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i Summary of Key Terms and Conditions from INVESTMENT BANKING

DIVISION

Merger Agreement’

A wholly-owned subsidiary of Braves will be merged with and into Royals, with Royals continuing as a wholly-owned subsidiary of Braves (the “Transaction®), pursuant to

Transaction: the Agreement and Plan of Merger to be executed among Royals, Braves and certain subsidiaries of Braves (the “Merger Agreement”)
Description of At the effective time, each share of common stock of Royals will be converted into the right to receive (i) a number of Braves ADSs equal to the Exchange Ratio (0.5260x)
Consideration; divided by the ADS Ratio (2) and (i) $29.44 in cash
Braves ordinary shares trade on the London Stock Exchange and the Johannesburg Stock Exchange. Braves also sponsors an Amencan Depositary Receipt progeam in
the United States, with Braves ADSs trading on the NYSE, Each Braves ADS represents the right 1o receive two ordinary shares of Braves, althcugh Braves has proposed
to amend the Deposit Agreement so that each ADS represents the right to receive one ordinary share (pursuant to the disclosure schedule to the Merger
Braves ADS? Braves is entitied to effect this split). Pursuant to the terms of the Depesit Agreement governing the terms of the Braves ADSs, mwmmhomlmelom(a)a
holder of Braves ordinary shares may deposit such shares with the Depositary and the Depositary will issue ADSs representing such ordinary shares and (i) & holder of
ADSs may withdraw Braves ordinary shares represented by ADSs from the Deposiary such that they then hold Braves ordinary shares (provided that all applicable fees
and charges of, and expenses incurred by, the Depositary and all appicable taxes and govemmental charges have been paid)
Financing: Braves is required to use fis reasonable best efforts to obtain the financing described in the commiment letters it will deliver when the Merger Agreement is signed and, if
ng: necessary, 1o obtain altemative financing (the “Financing”)
Timing: Defintive Merger Agreement expected to be executed on [January 16, 2017)
Key Terms and Information
®  Customary representation and warranties qualified by disclosures in the disclosure schedule and SEC fiings (since January 1, 2015), knowledge, materiality and
Reps and Warranties
Material Adverse Effect
B Intenm operating covenants regarding the operation of the business
- Royals can continue to declare and pay quarterly cash dividends consistent with past practice and in accordance with Royals’ current dividend policy
— Includes the $S0.51 anticipated Q2 Royals dividend, as per Royals Management
~  Braves can continue %o declare and pay cash half year and annual (and can begin paying quartery) dividends consistent with past practice and in accordance with
Covenants Braves current dividend policy

Conditions to Closing

' Draft as of 1/15/17

®  Braves shall use reasonable best efforts to obtain the Financing on a timely basis and keep Royals reasonably informed of the status of the Financing. Royals shall
provide all cooperation reascnably requested by Braves in connection with the Financing
B Each party shall use s reasonable best efforts to obtain all requred regulatory approvals and consents
- Bmmshdno(botoquimdlodspouo‘aqydisasseuoroonsentb"ndispoaib’ondaqy_meuomgyals
8 Customary conditions to closing, including:
~  Approval by the shareholders of both Royals and Braves’
—  Approval of Braves ADSs issued in the Transaction for listng on the NYSE and Braves underlying ordinary shares for isting on the UKLA's premium listing

segment
- Termination or expiration of the waiting pericd under the HSR Act and consents set forth on the Disclosure Schedules
—  No restraints preventing consummation of the Transaction
Braves' Form F-4 shall have been declared effective by SEC and its UK prospectus and UK circular shall have been approved by UKLA
o Bam-dovmofmhmwdmmmwdmdmbmdsnwsmwhawnﬂomd'bnmmunalmmndmpoch
®  No financing condition

? Braves Amended and Restated Depos# Agreement, dated as of December 1, 2008, filed with the SEC.
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Merger Agreement’ (cont’d)

DIVISION

Key Terms and Information (cont'd)

Termination

The Merger Agreement can be terminated by either Royals or Braves if (1) the Transaction is not consummated on or before [December 31, 2017] (the “End Date”); (w)

Royals shareholder approval is not obtained; or (iii) Braves shareholder approval is not obtained

A party has the night to terminate the Merger Agreement in the event of a breach of the Merger Agreement by the other party that results in failure of a condition to closing

and that is not cured within 30 days

Each party can terminate the Merger Agreement in case of an adverse recommendation of the Transaction by the other party's board (unless the Transaction is still

approved by the other party’s shareholders)

Royals to pay Braves a termination fee of $1 billion if:

— Royals’ board changes its recommendation of the Transaction and the Merger Agreement is (i) terminated by Braves because of such change or (i) terminated
because Royals shareholders do not approve the Transaction or no vote is held

— (&) The Merger Agreement is terminated because (i) ckesing of the Transaction does not occur by the End Date, (ii) Royals’ shareholders do not approve the
Transaction, or (iii) Royals breaches the Merger Agreement, and (b} within 12 months following termination of the Merger Agreement, Royals enters into a definitive
agreement refating 1o a takeover proposal made prior to termination of the Merger Agreement (or Royals shareholders meeting)

Braves to pay Royals a termination fee of $1 biikon #:

- Braves' board changes its recommendation of the Transaction and the Merger Agreement is (i) terminated by Royals because of such change or (i) otherwise
terminated because Braves shareholders do not approve the Transaction or no vote is held

~  (a) The Merger Agreement is terminated because (i) closing of the Transaction does not occur by the End Date, (if) Braves' shareholders do not approve the
Transaction, or (iii) Braves breaches the Merger Agreement, and (b) within 12 months following termination of the Merger Agreement, Braves enters into a definttive
agreement relating 1o an altemative proposal made pnor 1o termination of the Merger Agreement (or Braves' shareholders meeting)

Braves shall pay to Royals a termination fee of $500,000,000 if the Merger Agreement is terminated by either Braves or Royals as a result of the failure to receive anti-

trust approvals for the Transaction (and where all other conditions 1o closing shall have been satisfied)

Board
Recommendations

The board of each of Royals and Braves is permitted to change its recommendation in favor of the Transaction if it determines in good faith that the failure to change its
recommendation would be inconsistent with its fiduciary dubies under applicable law

Prior to any such change of recommendation, Royals or Braves (as the case may be), must provide the other party with four business days’ written notice and dunng such
time must negotiate in good faith with the other party to moddy the terms of the transaction in order to make the change of recommendation unnecessary

Even if a party changes its recommendation (whether due to a superior proposal or otherwise), the other party has the right to require that the Transaction still be put to a
shareholder vote

! Draft as of 1/15/17
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Fair Value of Braves ADS vs. Actual TVESTIMENT BANRIHG

DIVISION
Bloomberg Daily Intraday Trading Data from 9:30-11:25am EST Since
14-Sep-2016

$133 1.00%
0.80%
$126 -
- 0.60%
&
£
g s110 k& 0.40% i
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F
» | $115.11
| $115.03
- 0.20%
$112 - M
‘ — - I om%
‘ML WW I, A
2016 21-Oct
Dsoam 9:30 am
$105 - v .0.20%
91412016 9!2612016 w/evzme 101972016 10/312016 1171072016 wzsrzms 120612016 1211672016 12130/2016 11272017
9:30 10:15 1055 940 10:20 11:00 9:40 10:20 11:00 10:20 11:25

w—Braves ADS  wwFair Value of ADS' ~—=Delta (%)

Source: Bloomberg current record of intraday stock price and exchange rates, records only maintained until 14-Sep-20186 as of 15-Jan-2017
! Assumes Braves primary shares are converted to USD at the GBP / USD spot rate and adjusted by a factor of 2 to refiect the ADS-primary conversion rabio..
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Comparing Trading of ADR’s vs. Ordinary Shares INVESTMENT BANKING
Over Time s

Calculated Daily at 10:30 AM ET (Both ADR and Ordinary Trading)

40% Ordinary ADR’s
Company Shares Traded' Traded'
Braves 28m 0.4m
Unilever 2.5m 1.3m
30%
Shire 1.9m 14m
Nokia 19.9m 14.7m
£
o 20%
<
2
a
7]
g
1.0%
2
2
7}
e 0.0 %
% 0.0% - g.g);
o ')
(0.7)%
(1.0)%
(2.0)%
14-Sep-16 28-Sep-18 12-Oct-16 26-Oct-16 9-Nov-16 23-Nov-16 8-Dec-16 22-Dec-16 13-Jan-17

—Braves = Unilever s=——=Shire e==—Nokia
Source: FactSet, Bloomberg, market data as of 13-Jan-2017
Note: Spreads are shown on a daly basis at 10:30 AM ET, dwring the overlapping penod of trading in the ordinary shares and ADRs. Spread calculated by taking the differance
between the sponsored ADR's share price and the ordinary share’s stock price (accounting for the foreign exchange rate and ADR ratio) as a percentage of the ordinary share's
sfock price.
* Average trading volume over two years.
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Analysis of Public Trading Since Announcement nvEsTVENT SANKING|
Implying Various Hypothetical Undisturbed
Prices for Royals and Braves

Royals Braves
140% implied 6.0% Implied Braves ADR Price
Senchmark Change Royals Price Benchmark e USD 8P
Aitria 8.37% $51.54 Braves (ADR, USD) 25% 11521
S&P 500 82 50.11 Braves (Ordinary Shares, USD) 2.1) 11568 -
12.09% | S&P 500 Consumer Staples (0.5) 4691 409% -+ Braves (Ordinary Shares, GBP) (1.5) - 24493
US-Focused Consumer Staples (1.9) 46,26 Philip Morris 54) 11,74 -
(3.0) 11458 E
UK Consumer’ (GBP) (2.5) - 9400
100% - 9.3 % 20% 4
BOY% 00%
6.2%
60% - (2.0)% -
4.0% - (4.0)% -
2.0% - (6.0)% -
Rovals | ¢o4 - (0.5)% (8.0)% |
$47.17
-2017:
$55.07 (2.00% - 11.91% (10.0)% -
13Jan-2017: | (a0p% - - . , , , . (12.0)% - : - - , , -
$115.21 20-Oct  2-Nov 15-Nov 29-Nov 12-Dec 23-Dec 9-Jan 20-Oct 2-Nov 15-Nov 29-Nov 12-Dec 23-Dec 9-Jan
Source: Bloomberg, CaplQ, Market data as of 13-Jan-2017
Bioomberg

Source: CaplQ,
' US Focused Consumer Staples includes: CVS, TSN, WFM, HRL, SUM, SYY, DPS, CAG, CLX, CHD, HSY. CPB, MNST, WMT, COST, GIS, WBA, and K.
2 UK Consumer includes: ABF LN, CCH LN, DGE LN, RB LN, and UNLV LN.
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oldman : ‘
Wt Royals and Braves EV / NTM EBITDA Relative to "\VESTVENTBANKING
Peers and Braves Offer
18x * 15.0x
Average M YD 3y 5Y 10Y ey
Royals 127 x 131 x 1.7 x 105 x 8.8 x Offer)’
14x - Braves 122 11.8 9.7 9.1
Tobacco Peers' 13.0 133 1.0 103
12x -
10x
8x
6x -
ax -
2x
— ROyals — Braves w—Tobacco Peers’
ox 4 - - - v v T
Oct-2006 Jun-2008 Feb-2010 Oct-2011 Jun-2013 Feb-2015 Oct-2016
_Avefage 2006 2007 2008 2009 3 2010 2011 2012 2013 2014 2015 2016YTD
Royals 8.6 x 8.4 x 6.9 x 57x 6.8 x 8.0 x 8.6 x 9.1x 103 x 125x 131 x
Braves Adjusted’ 8.5 9.4 9.1 8.1 8.0 8.2 8.9 9.0 9.5 10.4 116
Tobacco Peers’ 10.5 1.3 10.0 8.5 88 8.8 9.6 9.7 10.8 12,5 133

Source: IBES, Bloomberg, Market data as of 20-Oct-2016
' Tobacco Peers include Alria, imperial Brands, ITC, Japan Tobacco and Philip Morris.

? Braves Adjusted equals Braves market capitalization minus value of Braves stake in Royals and ITC plus Braves Net Debt divided by total EBITDA per Company filings and

Bloomberg marke! data.
3 Roflects impled value of Braves offer recewed on 10-Jan-2017.
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oldman . . . ‘
‘44 Royals and Braves NTM Price Earnings Relative /"NVESTVENTBANKING
to Peers and Braves Offer
25x
Average 3M YTD 3y 5Y 10Y i Y
Royals 19.4 x 20.2 x 182 x 16.5 x 141 x Seien -
Braves 18.3 17.7 16.3 15.6 14.4 Offor) -
Tobacco Peers’ 20.0 171 16.1
20x - 18.8 x
187 x
16.6 x
15x 4 ‘ ) i' .
.l " /‘ 2 M
e ‘ o ‘1% o |
\! -'
]
10x - It
w—ROYalSs e Braves = Tobacco Peers’
Sx =+ .
0ct-2006 Jun-2008 Feb-2010 Oct-2011 Jun-2013 Feb-2015 0ct-2016
Average 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016YTD
Royals 15.0 x 138 x 1M1.1x 9.2 x 112 x 132 x 139 x 144 x 16.2 x 19.2 x 202 x
Braves 13.5 14.9 141 1.8 125 13.2 144 14.5 15.2 16.7 17.7
Tobacco Peers' 149 15.5 13.1 125 128 13.9 147 146 15.3 17.0 20.0

Sowrce: IBES, Bloomberg, Market data as of 20-Oct-2016
' Tobacco Peers include Alna, Imperial Brands, ITC, Japan Tobacco and Philip Mormis.
? Reflects impled value of Braves offer received on 10-Jan-2017.
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WY Royals lllustrative Weighted Average Cost of BOESTHIENT B MGl
Capital

Illustrative WACC Calculation

As of
13-Jan-17 Debt / Total Capitalization
Assumptions
Risk Free Rate (RF)’ 27% 50 % 15.0 % 25.0 %
Market Risk Premium (Rp)® 69 %
Tax Rate (1) 386 %
Pre-Tax Cost of Debt’ 35% 0.50 6.0 % 56 % 5.2%
Target Capital Structure =
Debt / Total Capitalization* 152 % 3
Sy Teget Capiataon BA% > | oss 63%  59%  54%
Weighted Average Cost of Capital s
After-Tax Cost of Debt 21% S
Assumed Equity Beta (8,)" 0.55
Cost of Eaui 6.5 % 0.60 6.6 % 6.2 % 5.7 %
WACC 5.9 %
Tobacco Landscape Metrics
Equity Beta Asset Beta
Axioma Axioma Axioma Axioma Current Debt / Net Debt/

Tobacco Landscape Historical Predicted Historical Predicted Total Capltalization Total Capitalization
Royals as of 20-Oct-2016 0.55 0.76 0.50 0.68 14.3 % 16.7 %
US Peers
Altria 0.50 083 048 0.60 68 % 73%
Philip Moms 0.58 068 0.52 061 15.2 18.0
Average 0.54 0.65 0.50 0.60 11.0 % 12.7 %
International Peers
Braves as of 20-Oct-2016 1.10 088 0.96 0.77 170 % 205 %
Imperial Brands 0.86 087 0.66 067 298 424
ITC Limited 095 098 0.98 1.00 4.7 (4.5)
Japan Tobacco 0.77 0.86 0.74 0.83 6.4 6.9
Median 09 0.88 0.85 0.80 11.7% 13.7%
Average 0.92 0.90 0.83 0.82 121 16.3

Source: Ibbotson, Axioma, and market data as of 13-Jan-2017

' Risk-froe rate based on 20-year government bonds.

? Equity risk premium based on data from 1974 through 2015.

? Pre-tax cost of debt reflects imphied undisturbed yield on Royals 10-yr USD denominated bonds based upon Advantage Data USD IG Index.

“ Basod on target leverage of 2.0x LTM Debt / EBITDA per Royais Management Plan and marke! capitalizabion as of 20-Oct-2016 (date before intial offer was received).
? Equity beta based on Royals histonical Axioma beta as of 20-Oct-2016 (date before initial offer was received).
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Royals Historical & Predicted Axioma Beta T
120
Averages 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Historical Beta 0.89 0.82 0.49 0.41 0.46 0.53 033 0.39 0.39 0.68 0.55
Prodicted Beta 0.76 0.63 0.59 0.61 0.62 0.63 0.61 0.70 070 o 0.72
1.00 -

I t
0.80 :
i

e AT, '

\

040 -

0.20 T T r :
Oct-2006 Jun-2008 Feb-2010 Oct-2011 Jun-2013 Feb-2015 Oct-2016

- Hislorical Beta ~———Predicted Beta

Source: Axioma as of 20-0Oct-2016
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i Braves lllustrative Weighted Average Cost of TN e o
Capital Analysis

lllustrative WACC Calculation

As of
13-Jan-17 Debt / Total Capitalization
Assumptions
Risk Free Rate (RF)’ 19 % 15.0 % 20.0 % 25.0 %
Market Risk Premium (Rp)° 6.5 %
Tax Rate (1) 300 %
Pro-Tax Cost of Debt® 24 % 0.86 6.6 % 6.4 % 6.1 %
Target Capital Structure g
Debt / Total Capitalization* 213 %
Equity / Target Capitakzation 78.7 % 2 0.98 73% 7.0 % 6.6 %
Weighted Average Cost of Capital 3-
After-Tax Cost of Debt 17% w
Assumed Equity Beta (B,)° 098 1.10 8.0 % 76 % 7.2%
Cost of Equity 8.3%
WACC 6.9 %
Tobacco Landscape Metrics
Equity Beta Asset Beta
Axioma Axioma Axioma Axioma Current Debt / Net Debt /
Tobacco Landscape Historical Predicted Historical Predicted Total Capitalization Total Capitalization

UK Tobacco Companies
Braves as of 20-Oct-2016 1.10 08s 0.96 077 170 % 205%
Imperial Brands 0.86 0.87 0.66 067 298 424
Median 0.98 0.88 0.81 0.72 234 % 31.4 %
Other Tobacco Peers
Altria 0.50 0863 0.48 0.60 68 % 73%
ITC Limited 0.95 088 0.98 1.00 4.7 (4.5)
Philip Morrs 0.58 068 0.52 061 152 18.0
Royals as of 20-Oct-2016 0.55 076 0.50 068 143 16.7
Japan Tobacco 0.77 0.86 0.74 0.83 6.4 6.9
Median 0.58 0.76 0.52 0.68 6.8 % 7.3 %
Average 0.67 0.78 0.64 0.74 76 8.9
Seurce: bbotson, Axioma, and marke! data as of 13-Jan 2017

! Risk-free rate based on 20-year government bond:

2 Equity risk premium based on data from 1974 lmoum 2015

3 Pre-tax cost of debt reflects implied undisturbed yield on Braves 10.yr GBP denominated bonds based upon Advantage Data GBP IG Index.
¢ Based on target leverage of 2-3.0x LTM Debt/ EBITDA and market capitalization as of 20-Oct-2016 (date before initial offer was received).

5 Equity beta based upon the median Axioma histoncal equity beta of the UK Tobacco Companies.
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Braves Historical & Predicted Axioma Beta bt oo
1.30
Averages 2006 2007 2008 2009 2010 2011 2012 2013 2014 2016 2016
Historical Beta 063 053 0.563 0.7 0.68 0.59 0.57 0.60 0.60 1.00 1.06
Prodicted Beta 0.78 0.76 o.M 0.69 0.74 0.76 0.78 0.80 0.80 0.91 0.82
1.10 1.10

14

0.90 -
‘ 0.88
070 -
0.50
0.30 . : : ’
Oct-2006 Jun-2008 Feb-2010 Oct-2011 Jun-2013 Feb-2015 Oct-2016

= Hisiorical Beta - Predicted Beta

Source: Axioma as of 20-0ct-2016
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Pro Forma Braves / Royals lllustrative Weighted "V=°TVERT BEEHC
Average Cost of Capital

Illustrative WACC Calculation

As of .
13-Jan-17 Debt / Total Capitalization
Assumptions
Risk Free Rate (RF)' 19% 150% 200%  250%
Market Risk Premium (Rp)* 6.5%
Blended Tax Rate (t) 316 % 0.72 59 % 56 % 54 %
Pre-Tax Cost of Debt’ 25% s
Target Capital Structure 3
Debt / Total Capitalization® 213 %
Exquity / Target Capitaization 78.7 % % 0.85 6.6 % 6.3 % 6.0 %
Weighted Average Cost of Capital &
After-Tax Cost of Debt 25%
Assumed Equity Beta (B,)° 0.85 0.98 73% 70% 6.6 %
Cost of Equity 7.5 %
WACC 6.2 %
Tobacco Landscape Metrics
Equity Beta Asset Beta
Axioma Axioma Axioma Axioma Current Debt / Net Debt /
Tobacco Landscape Historical Predicted Historical Predicted Total Capitalization Total Capitalization
Pro Forma Company
Median UK Tobacco Companies” 0.98 0.88 0.81 072 234 % 314 %
Wa-me’ 069 NA 0.83 NA 143 18.7
Blended Value' 0.85 NA 0.73 NA 19.3 % 24.8 %
Other Tobacco Peers
Altria 050 0.63 0.48 0.60 6.8 % 73%
Imperial Brands 0.86 0.87 0.66 0.67 298 424
ITC Limited 095 0.98 098 1.00 4.7) (4.5)
Japan Tebacco 077 0.86 0.74 0.83 6.4 69
Philip Morris 0.58 0.68 0.52 0.61 15.2 18.0
Median 0.77 0.86 0.66 0.67 6.8 % 73%
Average 0.73 0.80 0.67 0.74 10.7 14.0

Source: Ibbolson, Axioma, and marke! data as of 13-Jan-2017
' Risk-free rate based on 20-year government bonds. 2 Equity nsk premiumn based on data from 1974 through 2015, 2 Pre-tax cost of debt based upon the Braves 10-yr GBP note yields
as of 09-Jan-2017. * Based on target leverage of 2-3.0x LTM Debt/ EBITDA per Pro Forma Forecast and market capitalization as of 20-Oct-2016 (date before inibal offer was
receved),  Equily beta based upon blended value of Braves and Royals standaione histonical betas in GBP. * Reflects median UK Tobacco Companies values 7 Reflects values
implied by ilustrative regression of Royails 2-yr weekly stock return in GBP (converted at spot rate) against 2-yr weekly return of the FTSE 350. * Vaiues blended based on market cap
contnibution — assumes Royals contnbutes 45% of market cap and Braves contributes 55% basad upon their market capitaization as of 20-Oct-2016 (date before inibal offer was
receved),
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Royals Equity Capitalization Table

As of 31-Dec-2016
($ in millions)

CONFIDENTIAL

INVESTMENT BANKING |

DIVISION

Total
Basic Shares Outstanding
Common Shares Outstanding 14259
% of Common Shares Acquired 57.8 %
Common Shares Acquired 8246
Potentially Dilutive Securities
Performance Shares 6.3
Company - DSU's 06
Company - RSU's 0.1
Total Dilutive Securities 71
Total Diluted Shares Acquired 831.6
Implied Offer Value' $ 59.74
Fully Diluted Equity Value Acquired $ 49,682
14330

Memo: Total Fully Diluted Shares

Sowrce: Share count as per Merger Agreement
' Based on ADS value of $115.21, ADS Exchange ratio of 0.2630 and cash value per share of $29.44.
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‘i1 Royals Debt Capitalization Table INYESTIENT BRNEING

As of 31-Dec-2016

($ in millions)

Bonds Coupon Maturity Book Value x LTM EBITDA Comments
$2bn Undrawn RCF L+120 2020 $0 00x 101% Dual-Trigger Change of Control
2.300% notes due 2017 2300 % 2017 447 01 x 101% Dual-Trigger Change of Control
2.300% notes due 2018 2300 % 2018 1,250 03x 101% Dualk-Trigger Change of Control
8.125% notes due 2019 8125 % 2019 669 04x 101% Dual-Trigger Change of Control
3.250% notes due 2020 3.250 % 2020 7 06 x 101% Dual-Trigger Change of Control
6.875% notes due 2020 6.875 % 2020 641 0.7 x 101% Dual-Trigger Change of Control
3.250% notes due 2022 3.250 % 2022 158 0.7x 101% Dual-Trigger Change of Control
4.000% notes due 2022 4.000 % 2022 1,000 09 x 101% Dualk-Trigger Change of Control
3.750% notes due 2023 3.750 % 2023 30 09x 101% Duak-Trigger Change of Control
4.850% notes due 2023 4850 % 2023 550 10x 101% Dual-Trigger Change of Control
4.450% notes due 2025 4450 % 2025 2,500 14x 101% Dual-Trigger Change of Control
5.700% notes due 2035 5700 % 2035 750 16x 101% Dual-Trigger Change of Controi
7.250% notes due 2037 7.250 % 2037 450 16x 101% Dual-Trigger Change of Control
8.125% notes due 2040 8.125 % 2040 237 1.7 x 101% Dual-Trigger Change of Control
7.000% notes due 2041 7.000 % 2041 240 1.7 x 101% Dual-Trigger Change of Control
4.750% notes due 2042 4750 % 2042 173 18x 101% Duak-Trigger Change of Control
6.150% notes due 2043 6.150 % 2043 550 19x 101% Dualk-Trigger Change of Control
5.850% notes due 2045 5850 % 2045 2,250 23x 101% Dual-Trigger Change of Control
2.300% notes due 2017 2300 % 2017 53 23x 101% Dualk-Trigger Change of Control
8.125% notes due 2019 8125 % 2019 81 23x 101% Dual-Trigger Change of Control
6.875% notes due 2020 6.875 % 2020 109 23x 101% Dual-Trigger Change of Control
3.750% notes due 2023 3.750 % 2023 19 23x 101% Dual-Trigger Change of Control
8.125% notes due 2040 8.125 % 2040 13 23x 101% Dual-Trigger Change of Control
7.000% notes due 2041 7.000 % 2041 2 23x 101% Dual-Trigger Change of Control

Total Debt $ 12,950 23 x
Cash 2,051

Net Debt $ 10,899 19 x

Source: Royals Management Plan, Company filings, CaplQ, assumes LTM EBITDA of $5,718mm as of 30-Sep-2016 as per Company filings.
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“t44 Royals Projected Unlevered Free Cash Flow BVESTMENT BAREING
($ in millions)
Historical
- = 2015 2017F 2018F 2019F 2020F 2021F Terminal Year
Free Cash Flow
Revenue $ 10,675 $ 13,009 $ 13,621 $ 14331 $ 15,095 $ 15,909 $ 15,909
% Growth 38% 4.7 % 52% 53% 54 %
EBITDA $ 4,560 $6.313 $ 6,877 $ 7329 $ 8,026 $ 8696 $ 8,696
% Margin 427 % 485 % 50.5 % 51.1% 532 % 547 % 54.7 %
EBIT $ 4438 $ 6,181 $ 6,736 $ 7,190 $ 7,880 $ 8,548 $ 8,546
Tax (Expense) / Benefit (1,603) (2,237) (2,450) (2,625) (2,881) (3,128) (3,127)
EBIAT $ 2,835 $ 3944 $ 4,286 $ 4,565 $ 5,000 $ 5,420 $ 5418
(+) D&A 122 132 141 139 146 148 150
(-) Capital Expenditures (174) (255) (189) (150) (150) (150) (150)
(-} Increase in Working Capital 585 242 34 176 147 173 76
(-) Other (402) (199) (225) (246) (187) (170) (236)
Unlevered FCF $ 2976 $ 3,864 $ 4,047 $ 4484 $ 4,956 $ 5421 $ 5,258
% of EBITDA 653 % 61.2 % 589 % 61.2 % 61.7 % 62.3 % 60.5 %
Present Value FCF $ 3,758 $ 3,722 $ 3,899 $ 4,075 $ 4,215 $ 71,110
Present Value Of Cash Flows $ 19,668
Present Value of Terminal Value $ 71,110
Enterprise Value $ 90,778
Net Debt (10,899)
Equity Value $ 79,879
Shares Outstanding 1,433
Share Price $ 55.74
Terminal % of Total 783 %

Source: Royals Management Plan, Merger agreement (share count)

Note: Cash flows discounted to 20-Sep-2016. Assumes elimination of $97mm one-time income tax benef and S66mm in defevred income tax expense to adiust Other cash flows from
2021 to the terminal year as per Royals Management Plan. Other cash flows includes $251mm in annual pension contribution each year, including the terminal year as per Royals
Management Plan, An additional $2mm of depreciation expense is included in terminal year EBIT to normaitze perpetual D&A with CAPEX as per Royals Management Plan.
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Braves Projected Unlevered Free Cash Flow T e

($ in millions)

Historical Royals Management Forecasts
2015 2017F 2018F 2019F 2020F 2021F Terminal Year
Revenue £13,104 £16316 £ 16,969 £17.647 £18,353 £ 19,087 £ 19,087
% Growth 10.2 % 40% 40% 40% 20 %
EBITDA £5330 £ 6,405 £ 6,769 £7128 £ 7,505 £ 7,900 £ 7,900
% Margin 40.7 % 393 % 399 % 40.4 % 409 % 414 % 414 %
EBIT £ 4,992 £ 6,040 £ 6,404 £ 6,763 £7,140 £7,535 £ 7,300
Tax (Expense) / Benefit (1,261) (1,752) (1,857) (1,861) (2,071) (2,185) (2,117)
EBIAT £3731 £ 4,288 £ 4,547 £ 4,802 £ 5,069 £ 5,350 £ 5183
(+) D&A 338 365 365 385 365 365 600
(-) Capital Expenditures (483) (600) (600) (600) (600) (600) (600)
(=) Increase in Working Capital (351) (120) (300) (300) (300) (300) (300)
{-) Other' (678) (626) (328) (250) (250) (250) 0
Unlevered FCF £ 2,557 £ 3,307 £ 3,684 £ 4017 £ 4,284 £ 4,565 £ 4,883
% of EBITDA 480 % 516 % 544 % 56.4 % 571% 57.8 % 61.8 %
Present Value FCF __£3197 £ 3,328 £ 3,392 £ 3,381 £ 3,367 £ 51,447
Royals DCF
Low High Market
30% Stake in ITC (Market) £ 10,584 £10,584 £ 10,584 Present Value Of Cash Flows £ 16,665
42% Stake in Royals £ 22,293 £ 35,625 £ 23,131 Present Value of Terminal Value £ 51447
Total Value of Affiliates £ 32,877 £ 46,209 £ 33,715 Enterprise Value £ 68,112
Shares Outstanding 1,874 1874 1,874 Net Debt (16,348)
Per Share Value of Affiliates £17.54 £ 2465 £17.99 Equity Value £ 51,764
Braves Standalone DCF Value £2153 £37.01 £ 2762 Shares Outstanding 1,874
Total Braves DCF Value £ 39.07 £ 61.66 £ 45.61 Implied Share Price £ 27.62

Sowrce: Braves Forecast

Note: Braves cash flows discounted to 31-Dec-2016 balance sheet provided per Braves Forecast using mid-year convention for cash flows. Braves terminal year EBIT includes an
addiional £235mm in D&A o normalize perpetual DA with CAPEX and terminal cash flows exclude £250mm in restructuring expense in 2021. Braves Forecast assumes pension
contnibutions through 2018 and that pension plan is sufficiently funded post 2018 reswiting in no incremental cash flows beyond the cash pension expense includad in Net Income.
Braves low and high vaiues assume (0.5)% and 0.5% PGR / 8.0% and 6.0% WACC respectively. Royals low and high values assume (0.5)% and 0.5% PGR/6.5% and 5.0%
WACC respectively discounted to 31-Dec-2016. Royals and ITC market values represent value of BAT ownership stakes as of 20-Oct-2016 and 31-Dec-2016 respectively. Royals
convevted at USD / GBP rate of 1.2186x and ITC converted at INR / GBP rate of 83.950x as of 31-Dec-2016.

! Includes pension funding and restruclunng expense.
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4y Common Stock Comparison IVESTMENT BUNIING
U.S. and International Tobacco Peers
($ in millions)
Adjusted Enterprise
Closing % of52 Equity  Adjusted _ Value Multiples (2) Calendarized 5-Year 2018
Price Week Market  Enterprise EBITDA P/E Multiples (2) EPS PE/S-Year Dividend
Company 13-Jan-2017 __ High Cap(1)  Value(1) 2016 2017 2018 2016 2017 2018 CAGR(2) EPS CAGR Yield
Royals IBES Estimates (Undisturbed Date) $4717 87 % $ 67493 $78713 132x 123x 116x 205x 185x 171x NA NA 39%
Royals Management (Undisturbed Date) 4717 87 67493 78713 131 125 14 204 1886 189 NA NA 39
Braves IBES (3) £47.30 2% $ 60,297 $80817 113x 101x 96x 192x 188x 155x 121% 13% 33%
Braves IBES (Undisturbed Date) (3) £48.03 a4 68,679 91,246 128 114 1038 19.5 173 16.0 120 14 32
Selelcted Comparable Companlies
Philp Morris (4) $80.40 87% S141724 $166927 143x 134x 125x 201x 190x 174x 77 % 23% 46%
Altria (5) 67.58 96 111204 120908 129 123 17 223 202 187 81 23 36
Japan Tobacco ¥ 3,870.00 80 60312 65064 102 10.2 9.7 166 166 153 0.4) NM 33
Imperial Brands £3590 86 41878 59,763 129 118 13 140 128 121 51 23 43
ITC Limied (6) INR 249.65 b 44333 42359 184 16.5 1438 286 253 26 185 12 34
Mean 89 % $ 79.860 $$016 137x 128x 120x 203x 188x 172«x 78% 20% 38%
Median 87 60,312 85084 129 123 "7 201 19.0 174 77 23 36

Note: Company valuations dencted with “(Undisturbed Date)” reflect valuations as of 20-Oct-2016

(1) Source: Latest publicly avalatie financial statements. Equily Mavke! Cap based on dilufed shares oulst.

(2) Sowrces: LTM numbers are based on latest pubicly availadle financial statements. Projected EBITDA and EPS are based on IBES median eshimates andor other Wall Streel research. Al research estimates
have been calendarized to December year end.

(3) EV adjusted for equity investments of 42% in Royals and 30% in ITC Ltd.

(4) Pro Forma adjusted for equity investments of 20% in Megapols Distridution BY and 49% in EITA

(5 Adjusted for 10.2% ownership in ABI+SAB and $1.9bn post-tax cash dollars recevved from the acquisition after additional share repurchases.

(6) Adjusted for 45 8% stake in Gujarat Moltels and 49,0% stake in international Travel House.
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