IMPERIAL TOBACCO GROUP PLC

PRELIMINARY RESULTS FOR THE TWELVE MONTHS ENDED

30 SEPTEMBER 2008

HIGHLIGHTS
= Cigarette volumes 292bn
» Tobacco netrevenue £5,238m
» Logistics distribution fees £607m
» Adjusted(l) profit from operations £2,230m
= Adjusted(l) attributable eamings £1,159m
= Distribution to shareholders £588m
» Full year dividend per share(2) 63.1p
» Adjusted(l) earnings per share(3) 136.9p
= Profit rom operations £1,157m
= Basicearnings per share 50.6p
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(2007: 200bn)
(2007: £3,280m)
(2007: £1,475m)

(2007: £921m)

(2007: £467m)

(2007: 60.4p)

(2007:118.8p)
(2007: £1,418m)

(2007: 116.7p)

Results include the contribution fromAltadis since conpletion of the acquisition on 25 January 2008 ard
2007 per share figures have been restated toreflect the bonus element of the related rights issue.

(1) Adjusted measures exclude where applicable amortisation of acquired intangibles (E309m),
restiuctuling costs (E463m), fair valuelosseson deilivatives in respect of comnercially effective net
investment hedges (£314m), an exceptional gain on brand divestments (E174m), charges for one-off
acquisition accounting adjustments (£161m), fair value gains on derivativesin respectof commnercially
effedive interest rate hedges (£42m), retirement berefit net financingincome (£45m) and related taxation

effeds.

(2) Following the rights issue there are currently 1,011.3m shares eligible for the final dvidend (2008

inteiimdividend: 672.8m)

(3) Earnings per share is calculated using the weighted average shares in issue of 846.5m (2007: 775.5m)

Summarising today’s announcement, Gareth Davis, Chief Executive, said:

“In ayear of significant achievement we have completed the acquisition of Altadis and
grown our cigarette volumes and shares in mature and emergingmarkets. Our

performance has enabled us toincrease our dividend distribution by 26 per centto £588
million, buiding on our long track record of creating sustainable value for our

shareholders.



“Excellentresults in Eastern Europe, Africa and the Middle East were complemented by
further share gains in the European Union and rapid expansion in the USA.

“Our international premium cigarette brands Davidoff and Gauloises Blondes are driving
growth in emerging markets, while our strength in value brands and products has

enabled us to capitalise on downtrading in mature markets, a trend whid is likely to
continue in the current environment.

“We have made further very good progress with the integration of Imperial Tobacco and
Altadis, particulary in France where we recently completed the consultation process and
where we expectto begin implementing our projects in early 2009.

“We are comfortable with our current financing position and our business is highly cash
generative. We are resilientintimes of economic downtum and remain focused on
efficiently integrating the two businesses, whilst maximising the enhanced growth
opportunities presented by our versatile portfolio and extended geographic reach.”

NOTES TO EDITORS

Imperial Tobacco Group PLC is a multi-national tobacco company, with international
strength in cigarette and world leadership in fine cut tobacco, cigars, rolling papers and
tubes. Following the acquisition of Altadis in January 2008 the enlarged Group has 58
manufacturing sites and employs around 40,000.

ENQUIRIES

Alex Parsons, Head of Corporate Communications  +44 (0)7967 467 241

Simon Evans, Group Press Officer +44 (0)7967 467 684

Nicola Tate, Investor Relations Manager +44 (0)7967 467 082

John Nelson-Smith, Investor Relations Manager +44(0)791 939 1866
Interviews with Gareth Davis, Chief Executive, and Bob Dyrbus, Finance Director, are
available invideo, audio and text formats at: www.imperial-tobacco.com and
www.cantos.com

High-resolution photographs are available to the media free of charge at:
www.newscast.co.uk +44 (0)20 7608 1000

Imperial Tobacco's 2008 Preliminary Results are available at: www.imperial-
tobacco.com



Gareth Davis will host the following conference calls, at which there will be the
opportunityfor questions.

Newswires at 7:15am (GMT):

Dial in number: +44 (0)20 7806 1967 (UK)
Dialin number: +34 91 788 9937 (Spain)

Dial in number: +33 (0)1 7099 4295 (France)
Dialin number: +49 (0)69 5007 1317 (Gemany)
Confimation Code: 4993451

Areplay of this call will be available for one week. To listen, please dial:

+44(0)20 7806 1970
Code: 4993451#

Media at 11:00am (GMT):

Dial in number: +44 (0)20 7806 1968 (UK)
Dialin number: +34 91 788 9936 (Spain)

Dial in number: +33 (0)1 7099 4303 (France)
Dial in number: +49 (0)69 5007 1316 (Germany)
Confirmation Code: 6077143

Areplay of this call will be available for one week. To listen, please dial:

+44 (0)20 7806 1970
Code: 6077143#



FINANCIAL HIGHLIGHTS

Volumes
Cigarettes (billion)

Cigars (million)
Fine cut tobacco (tonnes)

Rewenue

Profit from operations
Adjusted profit from operations
Profit before tax

Adjusted profit before tax
Attributable earnings

Adjusted attributable eamings

Distribution to shareholders

Basic earnings per share
Adjusted earnings pershare

Diluted eamings per share

Dividend per share proposed*

2008

291.8
2,452
25,150

2008

£20,528m
($36,548m)
£1,157m
($2,060m)
£2,230m
($3,970m)
£621m
($1,106m)
£1,607m
($2,861m)
£428m
($762m)
£1,159m
($2,063m)
£588m
($1,047m)

2008

506p
(90.1c¢)
136.9p
(243.7¢)
504p
(89.7¢)
63.1p
(112.3c)

%
change

+46%
>100%
+3%

%
change

+66%
-18%
+51%
-50%
+30%
-53%
+26%
+26%
%
change
-57%
+15%
-57%

+4%

2007
200.3
316
24,450
2007
£12,344m
£1,418m
£1,475m
£1,237m
£1,238m
£905m
£921m

£467/m

2007
116.7p
118.8p
116.2p

60.4p

* If approved by sharehdders the dividend will be paid on 20 February 2009 to those
shareholders on the regsster atthe close of business on 23 January 2009.



Results indude the contribution from Altadis since completion of the acquisition on 25
January 2008 and the 2007 pershare figures have been restated to reflect the bonus
element ofthe related rights issue.

The exchange rate of US$ 1.7804 to the £1, the pound sterling noon buying rate on 30
September 2008 has been used to translate this statement prepared under IFRS.

Profit from operations, profit before tax attributable earnings, basic and diluted eamings
pershare are impacted, where applicable, byamortsation of acquired intangibles,
restructuring coss, certain fair value gains and losses on derivative financial
instrument, an exceptional gain on brand divestments, charges for one-off acquisition
accounting adjusiments, retirement benefit net financing income and related taxation
effects. Further detail ofthese items is included in the Financial Review.

Earnings per share amounts are calcuated using the weighted average shares in issue
of 846.5 million (2007: 775.5 million). Dividend per share has been determined using the
current shares eligible for the final dividend of 1,011.3 million (2007: 672.8 million),
applying our policy of distributing around 50 per cent of adjusted attributable eamings.

Management believes that reporting adjusted measures provides a useful comparison of
business performance and reflects the way in which the business is controlled.
Accordingly, as outlined in our accounting policy note, adjusted measures of profit from
operations, net finance costs, profit before tax, taxation, attributable earnings and
earnings pershare exclude, where applicable, amortisation of acquired intangibles,
restructuring coss, retirement benefits net financing income, fair value gains and losses
on derivative financial instruments in respectof commercially effective hedges, one-off
acquisition accounting adjustments, brand divestment gains and related taxation effects.
Reconciliations between adjusted and reported profit from operations are included within
note 1, adjusted and reported finance costs in note 3, adjusted and reported taxation in
note 4, and adjusted and reported eamings per share in note 6. The adjusted measures
in this report are not defined terms under International Financial Reportng Standards
and may not be comparable with similarly titted measures reported by other companies.

CHARMAN'S STATEMENT

The past year has again demonstrated the success of our strategy with positive
progress across the enlarged Group.

In what was a year of significant achievement for Imperial Tobacco we delivered another
good operational and financial performance.

EARNINGS AND DIVIDENDS

Ouradjusted earnings per share have risen by 15 per centto 136.9 pence. Basic
earnings pershare were 50.6 pence (2007: 116.7 pence, adjusted for the bonus



element ofthe rights issue in June 2008), primarily impacted by restructuring costs, fair
value movements on derivatives, amortisation of acquired intangibles and one-off
acquisition accounting adjustments, partiallyoffset by brand divestmentgains.

Adjusted attributable eamings grew by26 per cent to a little under £1.2 billion. In line
with our pdicy, the Board is proposing to payout half of this as ordinarydividends. The
Board recommends a final dividend of42.2 pence per share, bringing the total for the
yearto 63.1 pence (2007: 60.4 pence, adjusted for the bonus element of the rights issue
in June 2008).

ALTADIS

On 25 January 2008 we com pleted the acquisition of Altadis, significantly enhancing our
business profile. We hawe a strong track record in acquisitons and a reputation for
integrating new businesses efficiently.

The enlarged Group has around 40,000 employees, 58 manufacturing sites, an
extended geographic reach and a more versatile brand and product portfolio, including
international strength in cigarette and world leadership in fine cuttobacawm, cigars and
rolling papers. We now also have a leading logistics platform in Europe.

As part of the integration process we announced a number of European restructuring
projects in June which will enable us to strengthen our competitive position and deliver
the previously announced annual operating efficiencies of approxmately€300 million by
the end ofthe financial year ending 30 September 2010, rising to approxmately €400
million by the end of the financial year ending 30 September 2012.

The estimated one-off cash cost of achieving these efficiencies is approximately €600
million.

Regrettably, these projects are impacting our workforce and we are committed to
provding a comprehensive range of supportmeasures to assist affected employees.

DRIVING OPERATION AL PERFORMANCE

Altadis and integration have clearly been keypriorites duiling the year but we have also
remained focused on driving the operational performance of the enlarged business,

which included an eight month contribution from Altadis and first full year contribution
from Commonwealth Brands.

Whilst building on our strong profit base in mature markets we pursue growth in
emerging markets, and this year we made excellent progress in Eastern Europe, Africa
andthe Middle East.

The USAis another important growth marketand one where our cigarette and fine cut
tobacco shares further increased in the year.



These positive operational developments are underminned by our ongoing focus on
reducing costs and effectively managing our cash.

THE RIGHTS ISSUE

From the outset, we said that the acquisition of Altadis would be part funded bya rights
issue.

At our half-yearlyresults in Maywe announced a 1 for 2 rights issue at a share price of
1475 pence per share to raise £4.9 billion. The rights issue was sized atthe minimum
level required to maintain our investment grade credit rating, to which we remain
committed.

Given the uncertainties affecting the capital markets this year, it was gratifying to see
thatthe take-up rate was 97.2 per cent and the remainder of the shares were
successfully sold in the market.

Following the success of the rights issue and two bond issues in September, we are
comfortable with our current financing position.

CORPORATE GOVERNANCE

As amajorinternational company we seek to actin a fair and responsible manner
towards all stakeholders.

Itis the Board’s duty to review and approve our company’s policies in this regard. We
have in place processes which enable us to meet the highstandards of conduct
expected of our company.

In September, we delisted from the New York Stock Exchange as part of our ongoing
programme of business simplification. This will not compromise the integrity ofour
Corporate Governance and internal control procedures and we will contnue to
communicate regularly with ourinvestors based in the USA

BOARD CHANGES

Dawud Cresswell, Manufacturing Director and Anthony Alexander, Vice Chairman, retired

during the year and 1 would like to express my sincere thanks to them for their
contribution to the com pany.

There have beenseveral new additions to the Imperial Tobacco Board during the year.

We were delighted to welcome Jean-Dominique Comolli, former Chairman of Altadis, to
the role of Non-Executive Deputy Chairman. We also welcoomed Bruno Bich and Berge

Setrakian, both former board members of Altadis, to our Board as Non-Executive
Directors.



All have a remendous wealth of internationa business experience and their knowledge
of the tobacco industry will be invaluable in ensuring that we maximise the significant
opportunities the enlarged Group offers.

In conclusion, | would like to thank our employees for their contribution to another
successful year. Imperial Tobacco and Altadis employees have developed strong
working relationships and their combined skills and expertse will enable us to create
further sustainable value for our shareholders.

The turbulent economic conditions are unlikely to change in the shortterm butwe are
resilient and highly cash generative. With our enhanced geographic and brand profile,
andstrong business fundamentals, we can look to the future with confidence.

lain Napier
Chairman

CHIEF EXECUTIVE’'S REVIEW

We have improved our position in mature and emerging markets and, in Altadis,
completed an acauisition that has substantially strengthened our business.

PERFORMANCE OVERVIEW

The acquisition of Altadis has been the highlight of an eventful year for Imperial
Tobacco. Our overall cigarette volumes were up 46 per centto 292 billion cigarettes,
including contributions from Altadis and Commonwealth Brands.

Our cigarette portfolio is complemented by our world leadership in fine cut tobacco and
cigars. Overall, fine cut tobacco volumes were up to 25,150 tonnes, while cigar volumes
were 2.5 billion.

The enlarged Group has an enhanced geographic profile and multiproduct portfolio and
during the year we increased our cigarette and fine cut tobacco shares and volumes
across many territories.

Our international cigarette brands, Davidoff and Gauloises Blondes, performed very
well, complemented by further growth from a number of regional brands including

Gitanes and JPS.

Our strategy is to drive sales growth by developing our brands and products through

investment and innovation, supported by excellent trade marketing skills and strong
sales forces.



Our versatile portfolio is characterised by great brands and products across all price
segments, which provides considerable growth opportunities given the large and diverse
number ofmarkets in which we operate.

Whilst we have an excellent portfolio of premium brands, we also have particular
strength in the value segment enabling us to capitalise on consumer downtrading in
mature markets, atrend that s likely to continue in the current economic climate.

Our continued success in the contrasting markets of the USA, Eastern Europe, Africa
and the Middle East was particularly pleasing and demonstrates our abiity to
successfully develop our business in both mature and emerging markets.

INTEGRATION

The integration of Imperial Tobacco and Altadis has been a key focus during the year.

Whilst pursuing the growth opportunities presented by our combined portfolio and
enhanced geographic footprint, we have been managing the consultation process
related to our European integration projects.

These progcts affect sales and marketing, manufacturing and central support functions
in a number of markets and will improve our competitiveness by reducing over-capacity
and improving efficiencies.

We concluded the European consultation process in September and have made very
good progress on the national consultations and implementation of our projects in many
markets.

We have completed the mergers of the Imperial Tobacco and Altadis sales teams in
Russia, Ukraine, Poland, Austria, Belgium and Italy, and closed our cigar and fine cut
tobacco factory in Slovakia.

The consultation process in France and the UK has been completed, emabling us to
begin implementing our projecst in these markets in eary 2009, while in Spain and
Gemmany consultations are ongoing. We continue to offer comprehensive support to all
employees affected by our integration projects.

REGULATION

We continue to effectively manage the increasing levels ofregulation affecting our
industry. We supportsound and proportionate regulation that respects adult freedom of
choice and recognises that tobacco products are enjoyed by millons ofpeople

wordwide. We have a long history of co-operation with authorities in the markets in
which we operate and remain committed to continuing to work constructively with

individual governments and other regulatorybodies.



CORPORATE RESPONSIBILITY

Ourongoing commitment to manage our business responsibly is fundamental to our
long-term success. As a global tobacco company we recognise the im portance of
manufacturing, marketing and selling our products responsibly.

Over the years we have taken an increasingly strategic approach to promoting
responsible behaviour through defined govemance structures, group principles and
policies.

We have also established robust risk managementprocedures, progressed our non-
financial performance reporting processes and further deweloped our Five-for-Five
corporate responsibility initiative which was launched last year.

OUR PEOPLE

The developmentof ouremployees is critical if we are to continue delivering sustainable
shareholder value and lam proud of the success ofthe leadership programmes we
have in place. We seek to support and develop people in dl functions and at all levels,
from senior managers to employees who are at an early stage oftheir career.

Our programmes are run on an international basis and participants are often tasked with
managing business projects on behalfof the Chief Executive's Committee. | have been
extremely impressed with the results, which have highlighted the significant and growing
talent pool we have within the business.

OUTLOOK

The integration of Altadis will remain a priority going forward. We have an excellent track
record of integrating new businesses into the Group and remain on course to
successfully deliver our targeted costsavings.

Leveraging our enhanced operating platform and stronger, more diversified brand and
product portfolio will be key to driving future growth and | am confident that we will
realise the potential of the many opportunities that lie ahead.

Combined with our ongoing focus on cost and effectively managing our cash, we remain
well placed to continue to create sustainable value for our shareholders.

Gareth Davis
Chief Executive



FINANCIAL REVIEW

Ourgood financia performance and working capital improvements enabled us to
generate free cash flow of £1 hillion.

SEGMENTAL REPORTING

Prior to the acquisition of Altadis on 25 January 2008, the Group undertook a single
principal activity, which was the manufacturing, marketing and sae of tobacco and
tobacco-related products. Following the acquisition of Altadis, the enlarged Group has
two main business activities, Tobacco and Logistics, which have been used as the basis
of the segmental reporting in this report.

The Tobacco segment comprises the manufacturing, marketing and sale of tobacco and
tobacco-related products including sales to, but notby, the Logistics segment. The
Logistics segment comprises the distribution of tobacco products for major tobacco
manufacturers, including Impetral Tobacco, as well as a wide range of other products

andservices.

ENLARGED GROUP PERFORMANCE
Adjusted Adjusted

Profit Profit profit profit

from from from from

operat- operat- opera- opera-

Revenue Rewenue ions ions tions tions

2008 2007 2008 2007 2008 2007

£m £m £m £m £m £m

Tobacco 15,650 12,344 1,531 1,418 2,107 1,475

Logistics 5,561 - 23 - 121 -

Eliminations (683) - 83) - 2 -

Fairvalue

movements

on derivatives - - (314) - - -

Group Total 20,528 12,344 1,157 1,418 2,230 1,475

Results have benefited from a full year’s contribution from Commonwealth Brands in the
USAand the consolidation of Altadis from 25 January 2008. These financial results ako
reflect good performances in a number of regions across the enlarged Imperial Tobacco
Group and foreign exchange gains which were partially offset by the impact of specific

events in Europe and Asia.



TOBACCO

Rewenue

Netrevenue

Profit from operations
Adjusted profit from operations
Adjusted operating margn %

LOGISTICS

Rewenue

Distribution fees

Profit from operations
Adjusted profit from operations
Adjusted distributon margin %

PROFIT FROM OPERATIONS

Adjusted profit from operations

Acquisition accounting adjustments
Amortisation of acquired intangibles

Brand divestmentgain

Fairvalue movements on derivatives

Restructuring costs

Profit from operations

ACQUISITION ACCOUNTING ADJUSTMENTS

2008
£m

15,650
5,238
1,531
2,107
40.2%

2008

5,561
607
23
121
19.9%

2007
£m

12,344
3,280
1,418
1,475
45.0%

2007
£m

1,475

There are a number of acquisition accounting adjustments required under IFRS which
have affected reported profit from operations. The most significant of these are one-off

adjustments related to the fair value of stocks held by Altadis at the date of the

acquisition, which reduced our reported profit from operations forthe year by £118

million.



Prior to the acquisition of Altadis, Imperial Tobaccosold products to Altadis, principally
to the logistics business for distribution in France, Spain, Italy and Portugal, and
recognised profitat the ime ofsale to Altadis.

Following the acquisition, we now recognise these profits when the products are sold out
of the enlarged Group. There are similar, although smaller, effects where Imperial
Tobacco distributed goods on behalf of Altadis priorto acquisition. Together they have
affected reported profit from operations recognised in the year to 30 September 2008 by
a further £43 million.

ACQUIRED INTANGIBLES AMORTISATION

Reported profit from operations for the year included acquired intangible amortisation
costs of £309 milion related mainly to the Altadis and Commonwealth Brands
acquisitions.

BRAND DIVESTMENT GAINS

Reported profit from operations includes a profit of £174 million on the sale of a number
of fine cut and pipe tobacco brands to Philip Morris International. The divestments will
resultin afull year reduction ofaround £20 million in our profit from operations.

DERIVATIVE FINANCIAL INSTRUMENTS

Fairvalue losses of £314 million on derivative financial instruments used to hedge our
netinvestmentin overseas operations are included in profit from operations. These
losses are offset by gains on the underlying foreign currency assets which have been
recognised in the exchange translation reserve.

RESTRUCTURING AND SYNERGIES

In June we announced a number of restructuring projects n Europe as part of the
integration of Imperial Tobacco and Altadis.

The total restructuring charge in the year was £463 million with £442 million relating to
these integration projecs. The expected cash element of these restructuring costs is
£412 million and mainlyrelates to redundancies andsocial plan costs.

There was also £30 million in respectof asset write downs. These figures reflect where
we were in the consultation process at the end of September 2008, and we still expect
the total cash costs in respect of the European restructuring projects to be in the region
of €600 million.

In addition, we have announced some smaller restructuring projects, induding the
integration of Lignum 2, our recent USA acquisition, the closure of our cigar factory in



Selma, Alabama, USA, and the streamlining of our Logistics opemtions in France.

These projgcts have resulted in additional restructuring charges of £21 million.

Included within profit from operations is €43 million of synergies generated from the
Altadis acquisition. These were primarily reflected in the Altadis results. Production and

purchasing accounted for around 40 per cent of the savings with the balance being split

evenly between sales and marketing and corporate overheads.

ENLARGED GROUP ADJUSTED PROFIT FROM OPERATIONS

Adjusted
profit from
operations

2008
£m

1,578

Im perial
641

Altadis
Eliminations

Group Total ;

IMPERIAL TOBACCO REGIONAL RESULTS (EXCLUDING ALTADIS)

Adjusted

Net Net profit from

revenue revenue operations

2008 2007 2008

£m £m £m

UK 869 876 570
Gemany 567 524 267
Rest of W. Europe 665 635 332
USA 239 117 115
Rest of the World 1,314 1,128 294

Total 3,654 3,280 1,578

Adjusted
profit rom
operations

2007
£m

Adjusted
profit from
operations

2007
£m



Fine cut Fine cut

Cigarette Cigarette tobacco tobacco

volumes volumes volumes volumes

2008 2007 2008 2007

bn bn tonnes tonnes

UK 21.4 22.9 2,350 2,200
Gemmany 195 20.4 4,150 4,700
Rest of W. Europe 18.0 19.6 12,800 14900
USA 14.2 7.1 550 100
Rest of the World 134.0 130.3 3,300 2,550
Total 207.1 200.3 23,150 24,450

In the UK, despite the initial impact of publicsmoking bans on volumes, profits were up
benefiting from price increases and reduced costs.

In Germany, resuts were up, benefiting from the strengthening euro exchange rate.
Share gains in both cigarette and fine cut tobacco aongside selective price increases
were offset by market volume declines, in partimpacted bythe introduction of public
smoking restrictions, as well as ongoing downtrading.

In the Rest of Westem Europe we delivered cigarette share growth in many markets and
benefited by £37 million as a result ofthe strengthening euro exchange rate. However,
following the Altadis acquisition, we have reassessed and reduced the levels of stock of
Imperial Tobacco brands in Spain. This im pacted Imperial Tobacco standalone
operations but not the Group results as the offsetting amount is reflected within
eliminations. Our performance was also impacted by the divestment of Interval in
Europe and by travel retail declines in Western Eurgpe. Taking these operational factors
into account, we estimate that profit from operations in this region was reduced by
around £50million in the year ended 30 September2008. Therefore, excluding foreign
exchange, underlying growth was around 6 per cent.

In the USAour results were enhanced by a full year's contribution from Comm onwealth
Brands. The results also reflect market share gains in both cigarette and fine cut

tobacco and price increases which more than offsetcigarette market volume declines
and additional investment on advertising and promotion to support our brand launches.

In the Rest of the World, we delivered strong performances in many markets across the
region, particularly in Eastem Europe, Africa and the Middle Eastand we have made
further significantinvestment in the region with a view to continuing this momentum.

This region also benefited from a foreign exchange benefitof £26 million, which helped
offset the impactof the planned destocking in Taiwan and Russia. We also absorbed



dutyto maintain marketshare and our com petitive position in some Central European
countries as the accession states mowe towards the end of their derogation periods. We
estimate that the overall impactof these events was a reduction in profitfrom operations
of around £50 milion and, excluding foreign exchange gains thatour underying profit
growth was around 8 per cent.

After increasing our marketing investment byaround 10 per cent, particulary focusing
on the USA Turkey and Ukraine, we delivered underlying growth in total profitfrom
operations of 4 per cent.

ALTADIS DIVISIONAL RESULTS
From 25 January2008

Fine cut Adjusted

Cigarette tobacco Net  Distribution profit from

and cigar volumes revenue fees operatons

volumes tonnes £m £m £m

Cigarette 84.7bn 2,000 1,092 429
Cigar 2,162m 464 120
Logistics 641 139
Other 37)
Eliminations (20)
641

Total e

ALTADIS DIVISIONAL RESULTS

In cigarette, we delivered a strong performance reflecting marketshare gains and
improved profitability particulary in Spain, France and North Africa.

Within cigar, we performed well in the natura wrapper segments in the USA, with
Habanos inthe emerging markets of Eastern Europe, Latin America and Asia Pacific,
and in Spain with mini cigars. Overall, the division was impacted by increasingsmoking
restrictions and the economic slowdown.

In Logistics, results were in line with our expectations with a good performance in
Tobacco offsetting ongoing weakness in publications and transport.

Other costs relate to Altadis central owerheads and support function costs.



OTHER FINANCIAL INFOR MATION
NET FINANCE COSTS

Adjusted ret finance costs were £623 million (2007: £237 million). On an adjusted basis,
ourinterest coverwas 3.6 times (2007: 6.2 times). Our interest cover for banking
covenant purposes was higher as this excluded some maters, including the interest
paid on the equitybridge.

Reported net finance costs of £5636 million (2007: £181 million) include retirement
benefit netfinance income of £45 million (2007: £54 million) and fair value gains on
interest rate derivatives of £42million (2007:£2 million). Reported and adjusted net
finance costs include £289 million related to the acquisition of Altadis.

PROFIT BEFORE TAX

Adjusted profit before taxwas £1,607 million (2007:£1,238 million). Reported profit
before taxwas £621 million (2007: £1,237 million).

TAXATION

The adjusted tax charge for the year was £426 million (2007: £310 million) representing
an adjusted effective taxrate of26.5 per cent (2007: 25.0 per cent). The increase in the
adjusted effective tax rate is due to the higher rates of tax applying to Altadis. The
reported tax charge was £180 million (2007: £325 million).

EARNINGS PER SHARE AND DIVIDENDS

Adjusted earnings pershare increased by 15 per cent to 136.9 pence. Basic earnings
pershare were 50.6 pence (2007: 116.7 pence), primarilyimpacted by restructuring
costs, fair value movements on derivatives, amortisation of acquired intangibles and
one-off acquisition accounting adjustments, partiallyoffsetby brand divestment gains.

The total amountof dividends payable in respect 0of2008 s £588 million, an increase of
26 per cent on last year, which reflects growth in our adjusted attributable eamings to a
littte under £1.2 billion and maintains our payout ratio at around 50 per cent, in line with
previous years. We have proposed a final diidend of 42.2 pence per share such that

the total dividend for the year is 63.1 pence. Following approval by shareholders, this
dividend will be paid, on 20 February 2009, to those shareholders on the register at

close of business on 23 January 20009.
DEBT AND CASH

Our business is highly cash generative and we aim to conwvert around 100 per cent of
our profit from operating activities after net capital expenditure into cash. We have



performed a review of al aspects of capital enployed to enable us to deliver further
sustainable improvements in our working capital.

At the end of September 2008 we had committed financing facilities in place ofaround
£14 billion. Around 66 per centwas bank facilities with the balance raised through
capital market bond issues.

Our closing adjusted netdebt was £11.5 billion which was denominated in the following
currencies: 62 per cent euros, 25 per cent US dollars and the remaining 13 per cent
mainly stering.

Our all-in cost of debt was stable at 5.5 per cent. We had asuccessful dual-tranche
bond issuance in September 2008 where the £1.2 billion raised has fulfiled ourshort
term financing needs. In the short term, we will utilise the high lewel of cash we generate
to reduce debt and to continue to create addtional value for our sharehdders.

At 30 September 2008, our reported net debthad increased to £11.7 billion (2007: £4.9
billion). Eliminating accrued interest, the fair value of interest rate derivatives and
finance lease liahilities, our adjusted net debt was £11.5 billion (2007: £4.8 billion).
Additional borrowings to finance the Altadis acquisiion hawe been partially offset by the
proceeds of £4.9 billion from the rights issue. Our cash conversion was 86 per cent
(2007: 81 per cent). This level was achieved despite the lower than usual level of Altadis
netdebt atthe date of acquisition which normalised in February, resulting in a cash
outiow of approximately£400 million. Excluding this impact, our cash conversion was
103 per cent, slightly ahead ofour target.

FOREIGN EXCHANGE

Netrevenue was increased by £257 million mainly as a result of the stronger euro
exchange rate. Adjusted profit rom operations was increased by£93 million and this
was partially offset by an adverse impact on adjusted net finance costs of £19 million.

ACQUISITIONS AND NON-CORE-ASSET DISPOSALS

On 25 January 2008, we completed the acquisition of Altadis for a total cash
consideration of €50 pershare representing an enterprise value for Altadis of €15.2
billion (£11.3 billion as of 25 January 2008), taking into acoount Altadis' net debt and the

interests of minority shareholders at that date. Our tender for the 40.38 per cent Logista
minority which we did not acquire through the Altadis acquisition ended on 6 May 2008,

with 37.3 per cent accepting our offer. We subsequently used the squeeze-out
medanism to compulsorily acquire all of the remaining Logista shares for a total cash
consideration of €925 million.

On 14 April 2008 we completed the disposal of Altadis’ 49.95 per cent shareholding in
Aldeasa S.A. to Autogrill S.A. for a total cash consideration of €275 million and a



number offine cut and pipe tobacco brands were sold to Philip Morris International for
€254 million on 30 June 2008.

Continuing the programme of non-core assetdisposals of €650 million originally
announced by Altadis in April 2007, €380 milion had been realised as at 30 September
2008. This includes the sale of Logista’s stake in Iberia for €220 million prior to our
acquisition of Altadis. Since completion of the Altadis acquisition €34 milion has been
realised.

RIGHTS ISSUE

In June we completed a 1 for 2 rights issue at a subscription price of 1475 pence which
raised £4.9 billion and we used the proceeds to repay the equity bridge facilityputin
place to part fund the Altadis acquisition.

NEW GEOGRAPHIC ANALYSIS

Following the acquisition we will be reporting Tobacco resuts forthe enlarged Group
using a new geographic analysis reflecting the waywe manage our business. Further
information can be found in our Preliminary Results presentation on our corporate
website atwww.imperial-tobacco.com.

To aid understanding ofour 2008 results, we have also provided details of the
contribution of the standalone Imperia Tobacco and Altadis businesses, as well as a
geographic breakdown of the existing Imperial Tobacco business and a divisional
breakdown for Altadis.

NEW GEOGRAPHIC ANALYSIS OF TOBACCO 2008

Adjusted profit

Net from

Revenue operations

£m £m

UK 869 584
Gemany 664 309
Spain 411 150
Rest of EU 1,250 494
Americas 542 166
Rest of the World 1,502 404
5,238 2,107

Robert Dyrbus
Finance Director



OPERATING REVIEW

MARKET DYNAMICS

We estimate thatthe duty paid cigarette market declined by 5 percentto 45.5 billion
cigarettes in the year (2007: 47.9 billion).

We estimate that2-3 per cent of the decline was attributable to the smoking bans
introduced in England, Wales and Northem Ireland in 2007, with the balance due to
normal long-term decline.

In contrast, market volumes of duty paid fine cut tobacco rose byan estmated 7 per
centto 3,750 tonnes during the year (2007: 3,500 tonnes).

From 1 October 2008, all tobacco products manufactured for sale in the UK must have a
pictorial health warning on the reverse of the pack, although there is a sell-through
period for products without these wamings of 12 months for cigarettes and 24 months
for fine cuttobacco.

OUR PERFORMANCE

In the UK, net revenue was £869 million, with adjusted profit from operations of £584
million.

We lead the UK marketin cigarette, fine cut tobacco and rolling papers. We have a 45.9
per cent cigarette market share, led by Lambert & Butler at 16.2 per cent (2007: 16.6 per
cent) and Richmond at 16.1 per cent (2007: 15.7 per cent), the two bestselling cigarette
brands in the country.

Ourvalue offering, Windsor Blue, had another successful year, increasing its market
share to 3 per cent (2007: 2.6 per cent).

Value brands and products are growing in many mature markets, particulary those with

high taxation as consumers continue to downtrade in search of value, and the UK is no
exception.

Downtrading is likely to continue in the current economic climate and to capitaise on this
we launched the JPS Silver range in the economy sector in November 2008.

Ourfine cut tobacco market share declined to 61.6 per cent (2007: 63.6 per cent), with
our marketleading premium brand, Golden Mrginia, declining due to downtrading.



However, we continued to improve the share of ourvalue brand, Gold Leaf, which is
now up to 2.6 percent.

Rizla, the world's leading rolling paper brand and number one in the UK, delivered
another strong performance in the year.

OUTLOOK

The UK is an important marketand one where we remain focused on strengthening our
leadership position.

We expecta more normal rate of decline in duty paid cigarette volumes in the coming
year and further growth in duty paid fine cut tobacco volumes.

The portfolio initiatives we have taken in recent years have continued to build our
position atthe value end of both cigarette and fine cut tobacco, leaving us well placed to
capitalise on the downtrading trend.

Regulation continues to increase but we are very experienced atsuccessfully managing
the impacton our business.

In our response to the Department of Health consultation document on the future of
tobacco control, we took the opportunity to reiterate our support for initiatives to reduce
youth smoking and illicittrade.

We robustly opposed a number of proposals which we consider to be unnecessary and
disproportionate, including proposals to ban product display, vending sales and 10
packs. The Departmentof Health is expected to publish asummary of all the responses
received by 8 December 2008. Further information is available on our website:

www.im perial-tobacco.com.

MARKET SIZE

2008 2007
Cigarette (1) 455bn  47.9bn
Fine cut tobacco (1) 3,750t 3,500t
MARKET SHARE

2008 2007
Cigarette (1) 459% 46.4%
Fine cut tobacco (1) 61.6% 63.6%

(1) Imperial Tobacco estimates.



GERMANY

MARKET DYNAMICS

In Germany, dutypaid cigarette volumes hawe declned byan estmated 3 percentto
justunder 88 billion cigarettes (2007:91 billion).

This was largely influenced by the introduction of public smoking restrictons in all states.
These restrictions have recently eased in some states following a courtruling that some
aspects ofthe legislation were unconstitutional.

Downtrading remains a key dynamic, with the value price sector share now up to 24 per
cent of factory made cigarettes (2007:19 per cent).

Private label’s cigarette share continues to fall, now downto 11.3 per cent (2007: 12.5
percent).

The level of both legal and illegal cross-border flows reduced slightly to an estimated 20
per cent during the year but stil remans a significant problem.

Other tobacco product volumes fell byan estmated 5 per cent to 34 billion cigarette
equivalents (2007: 36 billion). This was largely due to a 24 per cent decline in eco-
cigarillos as a result of legal changes to the productspecifications coming into effect
from January 2008.

OUR PERFORMANCE

In Germany, net revenue was £664 million, with adjusted profit from operations up to
£309 million.

Against a challenging market environment we delivered a number of good performances
in Germany, including increasing our cigarette share to 27.4 per cent.

In recent years JPS has achiewed significantsuccess and continued to build onits
impressive growth record in 2008. JPS now accounts for 7.8 per cent ofthe market
(2007: 6.4 per cent) and has become the seand best-sellng cigarette brand in
Gemmany.

Our mid-priced brand West continues to be impacted by downtrading but our premium
brand Gauoises Blondes was resilient in maintaining its share at5.6 per cent.

Our marketshare of other tobacco products was up to 20 per cent. Both JPS and Route
66 made market share gains to 8.4 and 2.5 per cent respectivelyand performed

particularlywell in the make your own sector.



We continue to manufacture eco-cigarillos and during the year we improved our share of
thissegmentto 15.1 percent.

OUTLOOK

We remain focused on improving our com petitive position n Germany and further
developing our strong market shares.

We have a broad portfolio which we will continue to leverage in order to capitalise on
growth opportunities. Our strength in value brands and products means we are well
placed to benefitfrom downtrading, both within cigarette and from cigarette into other

tobacco products, whilstcontinuing to support our key brands, such as West and
Gauloises Blondes.

The market environment is evolving and we will continue to monitor cross-border inflows
and participate in the ongoing debate regardng restrictions on smoking in public places.

MARKET SIZE

2008 2007
Cigarette (1) 88bn 91bn
Other tobacco products (1) (2) 34bn 36bn

MARKET SHARE
2008 2008 2007
Enlarged 2008 Imperial Imperial
Group Altadis Tobacco Tobacco
Cigarette (1) 274% 5.8% 21.6% 21.3%
Other tobacco products (1) 200% 0.6% 19.4% 19.1%

(1) Imperial Tobacco estimates.
(2) As cigarette equivalents.

MARKET DYNAMCS
Spain is a key market for the enlarged Group.

Tobacco sales are through two distinct channels - tobacconists, who account for two
thirds of volumes, and vending machines which account for the balance.



During the year market wolumes of duty paid cigarettes remained stable at an estimated
90 billion, while volumes of fine cut tobacco have seen significantgrowth to
approximately 3,600 tonnes (2007: 2,800 tonnes).

The cigar marketwas up 5 percenttoaround 1.1 billion units.

Volumes of large and medium-sized cigars have declined following the introduction of
smoking restrictions, although this has been more than offset by the growth in volumes
of small cigars.

OUR PERFORMANCE

In Spain, netrevenue was £411 million and adjusted profitfrom operations was £150
million.

Our position in Spain has beensignificantly enhanced following the acquisition of
Altadis, and we now hawe a market leading position across all tobacco categoties.

Our cigarette market share was 37.1 per cent (2007: 5.9 per cent) with Fortuna, a mid-
price offering and the second best-selling cigarette brand in Spain, broadly maintaining
its share at 12.1 per cent.

Nobel, also in themid-price sector, and our value brand Ducados Rubio performed well
in the year, growing their shares to 6.1 and 4.9 percent respectively.

Our fine cut tobacco market share has declined to 49.1 per cent as a result of
competition and downtrading, which we have taken steps to address with the price
repositioning of Golden Mirginia and Drum during the year.

Our cigar marketshare, including Habanos brands, is at 36.8 per cent, mainly driven by
three brands: Farias, Vegafina and Dux.

All three brand families are building on a broad and loyal consumer base and are
represented across all the different sub-segments.

With Farias we are number one in both large and miniature cigars, whilst Vegafina is the
leading non-Habanos premium brand and Duxis number two in the medum-sized
segment.

OUTLOOK

Our broad brand and product portfolio gives us the opportunity to enhance our market
leading positions, which we will support by improving our sales and trade focus.



As part of the integration of Altadis and Imperial Tobacco, we plan to improve our sales
effectiveness and customer sernice bycombining the three sales forces of Imperial
Tobacco and Altadis cigarettes and Altadis cigars into one unified team.

We will also optimise the visibility of our brands and point of sale activities at
tobacconists and increase our presence in the vending channel.

We launched a new Fortuna pack design in the year which was well received by
consumers and we are focused on developing further innovative packaging initatives for
our products.

We will also seekto build on our leading cigar position, particulaty in the growing
miniature cigars segment.

MARKET SIZE

2008 2007
Cigarette (1) 90bn 90bn
Fine cut tobacco (1) 3,600t 2,800t

MARKET SHARE
2008 2008 2007
Enlarged 2008 Imperial Imperial
Group Altadis Tobacco Tobacco
Cigarette (1) 371% 31.9% 5.2% 5.9%
Other tobacco products (1) 491% 2.2% 46.9% 532%

(1) Imperial Tobacco estmates. Full Year 2007 figures adjusted for divestmens.

REST OF EU

MARKET DYNAMCS

We have replaced our Rest of Westem Europe region with the Rest of EU, which for our
purposes includes some non-EU countries which we have incorporated on the grounds
of geographic proximity.

In the region as awhole, we estimate that cigarette market volumes dedined by 3 per
cent to 382 billion cigarettes.

Regional fine cuttobacco volumes grew by 1 per centto an estimated 34,000 tonnes.



OUR PERFORMANCE

In the Rest of EU, netrevenue was £1,250 million and adjusted profit from operations
was £494 million.

France is a key market for us in this region and one where the Altadis acquisition has
significantly increased our cigarette share, now up to 29.3 per cent with gains from JPS,

Gauloises Blondes, News and Fortuna. We are the leaderin the French cigar market
with a 23.5 per cent share.

We delivered a good performance in Poland, growing Route 66 and West, while JPS
and Fortuna improved our position in Belgium. JPS also helped to increase our share in
The Netherlands and we achieved further strong growth from Davidoff in Greece, where
our cigarette share is now up to 10.9 per cent.

The regional fine cut tobacco market remains extremely com petitive. In The
Netherlands, by far the largestregional market, our share was at50.7 per centwith both
ourvalue brands, Zilver and Ewvergreen, makng gains.

In Hungary, we have captured 40.6 per centof the rapidlygrowing fine cut tobacco
market and our share inthe Czech Republicincreased significantly to 51.8 per cent,
driven by strong growth in our Paramount brand.

OUTLOOK

We expectfurthermodest declines in regiona cigarette market volumes and continued
growth in fine cuttobacco market volumes.

Our versatle portfolio provides a number of growth opportunities. We remain focused on
further improving our cigarette position, delivering growth across the priang spectrum,
andsee considerable scope for building on our growing fine cut tobacco market shares
in a number of accession countries.

MARKET SIZE
2008 2007
Cigarette (1) 382bn 391bn
Fine cut tobacco (1) 34,000t 33,650t
CIGARETTE MARKET SHARE (1)
2008 2008 2007
Enlarged 2008 Impernal Imperal

Group Altadis Tobacco Tobacco

Belgium 165% 6.1% 10.4% 106%
Czech Republic 122% 0.3% 11.9% 12.0%



France 29.3% 24.8% 4.5% 40%
Greece 10.9% 0.6% 10.3% 9.7%
Hungary 12.6% 0.3% 12.3% 132%
Ireland 26.6% 0.0% 26.6% 26.4%
Italy 2.7% 1.5% 1.2% 13%
Netherlands 135% 2.1% 11.4% 106%
Poland 25.1% 7.6% 17.5% 16.9%
FINECUTTOBACCO MARKET SHARES (1)
2008 2008 2007
Enlarged 2008 Imperial Imperial
Group Altadis Tobacco Tobacco
Belgium 11.9% 3.1% 8.8% 8.8%
Czech Republic 518% 0.0% 51.8% 27.7%
France 244%  13.2% 11.2% 114%
Greece 419% 0.0% 41.9% 438%
Hungary 406% 0.0% 40.6% 28.7%
Ireland 64.0% 0.0% 64.0% 65.6%
Italy 46.7% 3.2% 43.5% 47.7%
Netherlands 50.7% 0.2% 50.5% 50.6%
Poland 2.0% 0.0% 2.0% 2.1%

(1) Imperial Tobacco estimates. Full Year 2007 figures adjusted for divestmens.

AMERICAS

MARKET DYNAMICS

The Americas is amajor growth area for us as we continue to focus on building our

geographic footprint in these profitable markets.

Currently, the main focus of our operations is the USA where we estimate thatthe

overall cigarette marketdeclined by 4 per centto 351 billion cigarettes during the year.
The discount segment remained broadly stable and accounts foraround 27 per cent of
the total cigarette market.

In fine cut tobacco, we estimate market volumes grew by 5 per centto 9,100 tonnes as
a result of further downtrading from cigarettes.

Sales of cigars have been generally affected by the economic slowdown and public

smoking restrictions, particularly in the premum segment, although this is being offset
by positive trends in thesmaller sizes.



In the USA, further tobacco taxincreases are expected in 2009 and we continue to
monitor the ongoing debate around the potential forthe Food & Drug Administration to
assume responsibility for tobacco regulation.

Our growing Americas profile aso includes a small presence in Mexico and Canada,
where we launched Davdoff in 2007, and Argentina, where we gained our position
through the Altadis acquisition.

OUR PERFORMANCE

Netrevenue in the yearwas £542 milion, with adjusted profit from operations of £166
million.

Our USA cigarette volumes were 14.2 billion, with our cigarette share up to 4.3 per cent
of the total market and 14.2 per cent of the discount segment.

Both our key discount brands, USA Gold at 2.6 per centand Sonoma at1.6 per cent,
grewshare.

Hawvng established a secure footing in the value formoneyend of the cigarette market,
we have taken steps to expand our portfolio, launching Davidoff, initiallyin ten cities,
and Fortuna in Florida and Texas, with encouraging early results.

Ourfine cut tobacco volumes continue to grow and were up to 600 tonnes in the year.

During the year we launched our own fine cut tobacco brand, Premier. The acquisition of
Lignum 2 added the Rawe brand to our growing portfolio and doubled our marketshare,
which was around 8 percentin September.

In acquiring Altadis, we gained market leadership, in value terms, in the large cigar
segment with a strong presence in all the cigar categories in the USA.

In challenging market conditions, our natural wrapper brands of Backwoods and Dutch
Masters performed well following the ntroduction of new flavoured variants and two
price increases.

In October 2008, we took up the option to acquire the remaining 49 per cent of JR Cigar
notpreviously owned byAltadis as another step towards consolidating our market
position. The company is a nationwide distributor of cigars and related products.
OUTLOOK

We have made considerable progress in the short time we have been present in the
USAtobacco market and see attractive opportunities for expanding our profile.



Our multi-product portfolio means we are well placed to respond swiftly and efficientlyto
changing marketdynamics.

We also remain focused on improving our national distribution capabilities in the USA
and are currentlyin the process of expanding our cigarette sales force.

Ourambition is to continue to enhance our cigarette presence and build on the excellent
progress we have made in fine cut tobacco, whilst consolidating our position in cigar.

MARKET SIZE

2008 2007
Cigarette —USA (1) 351bn 367bn
Fine cut tobacco —USA(1)(2) 9,100t 8,700t
MARKET SHARE

2008 2007
Cigarette — USA(1)(3) 43% 4.0%
Fine cut tobacco — USA(1) 5.8% 1.0%

(1) Imperial Tobacco estimates.
(2) USAfine cut tobacco volumes hawe been restated to exclude pipe tobacco.
(3) Our USA cigarette market share estimate in 2007 has been restated to reflect a

changed basis ofcalculation.

REST OF THE WORLD

Our Rest of the World region contains a diverse array of markets which offer
considerable opportunities for growth.

OUR PERFORMANCE

In the Rest of the World, net revenue grew to £1,502 million, with adjusted profit from
operations up to £404 million.

We had an excellent year in Africa, increasing our wlumes and market share in many
countries.

The acquisition of Altadis has enhanced our position in this im portant growth region,
giving us a market leading position in Morocco, with our key brand Marquise. Our
volumes have also grown strongly in Algeria with Gauloises Blondes.



Our performance in the Middle East has been equally strong, with further volume and
share growth. Gauloises Blondes is now our largestcigarette brand in the region,
complemented byGitanes and Davidoff.

Eastem Europe generates 54 per cent of our Rest of the World cigarette volumes,
predominantly in Russia and the Ukraine.

In Russia, sales were affected by destocking, both at the distributor and wholesale
levels, following the merger of the two largest tobacco distributors.

In the Ukraine we increased volumes of our value brand Classic by 55 per cent, while in
Azerbaijan we further built on our track record of growth with gains from West and
Davdoff.

In Asia, our Taiwan share declined as a result of increased competition and
downtrading. However, our new cigarette factory will generate substantal costsavings
and improwe our competitiveness in this important market. In Vienam, we have
strengthened our position with a new production and sales joint venture,and in Laos our
Abrand generated further share growth.

Our presence in Asia has beenstrengthened as a result of the Altadis acquisition and
we now have a strong position in Cambodia.

Australia remains extremely com petitive, particularly in the low piice cigarette sector,
resulting in a slight fall in our market share, although we continue to lead the fine cut
tobacco market with a 61.1 per centshare.

OUTLOOK

Our primary objective is to build on our enhanced footprintby leveraging our brand and
product portfolios.

There are many opportunities for us to develop our business in this region and we will
particularlyfocus on maintaining our growth momentum in Africa, the Middle East,
Eastem Europe and Asia.

In Africa our strong portfolio oflocal brands will continue to drive our volume and share

growth, with growing support from our international brands. In the Middle Eastwe will
continue to enhance marketshare through the development of our internationa brands.

Our cigarette volumes are growing in Eastern Europe and we remain focused on
building on our success.

Our extended geographic reach presents a platform to expand the distrbution of
Habanos cigar brands, such as Cohiba and Montecristo, into newmarkets and we see
particular growth opportunities in Eastern Europe and Asia.



CIGARETTE MARKET SHARES (1)

2008 2008 2007

Enlarged 2008 Imperial Imperial

Group Altadis Tobacco Tobacco

Australia 172% 0.0% 17.2% 175%
Azerbaijan 394% 0.0% 39.4% 36.6%
Cambodia 256% 25.6% 0.0% 0.0%
Ivory Coast 84.8% 0.1% 84.7% 84.7%
Lebanon 211% 17.4% 3.7% 3.3%
Morocco 87.3% 87.3% 0.0% 00%
Russia 11.0% 5.5% 5.5% 55%
Saudi Arabia 9.7% 0.5% 9.2% 7.0%
Taiwan 9.7% 0.0% 9.7% 11.7%
Turkey 3.2% 0.0% 3.2% 25%
Ukraine 21.8% 0.1% 21.7% 206%

(1) Imperial Tobacco estimates. Full Year 2007 figures adjusted for divestmens.

MANUFACTURING

The acquisition of Altadis has substantially increased our nternational manufacturing
footprint.

Our manufacturing capabilities now extend across North America, Europe, Africa, the
Middle East and Australasia, where we produce a broad range ofhigh quality cigarettes,
tobaccos, cigars, rolling papers and tubes.

The Altadis acquisition increased our manufacturing sites from 31 factories to 58. In
combining two such large footprints, there wil inevitably be a degree of over-capacity,
and as part of ourintegration strategywe proposed closing six sites and restructuring a
number of others in order to address this and improve operational efficiencies. We have
so far completed the closure ofour cigar and fine cut tobacco factory in Slovakia and
remain committed to supporting employees affected by integration.

OUR PERFORMANCE

We have maintained our focus on simplification and standardisaton while managing
integration, and have delivered further operational improvements within the Imperial
Tobacco portfolio. Productivity improved by 5 per cent and we reduced overall cigarette
unitcosts by 3 per cent.

In addition, the number of blends and ingredients we use have decreased by a further9
and 6 per cent respectiely.



Like Imperial Tobacco, Altadis has continually reviewed its manufacturing operations in
recent years and has delivered a steady progression of efficiencyenhancements which
we will seek to build on. Akey area offocus this year has been integrating the Altadis
supply chain processes with our own in order to benefit from ongoing synergies.

In October 2008 we obtained the manufacturing licence for our new factory in Taiwan
and are currentlyin the final phase oftest production. The factoryis a state-of-the-art
facility with the most modem technologies available and we expect it to be fully
operational in January 2009. The factory will enable us to respond more swiftlyto
changing marketdynamics and provides a strong platform for further expansion in the
Asia-Pacific region.

Itis inevitable that rising costs will present a challenge to our business and in order to
mitigate their impact we continue to focus on deriving efficiencies from our cost base.

We are constantlylooking at the processes for controlling and improving our
environmental performance and ISO14001 is an international standard applied to our
manufacturing bases. This year, we increased the number of Imperial Tobacco factories
with ISO14001 accreditation to 74 per cent (2007: 68 per cent). This standard s alsoin
place in 12 Altadis factories and in all the main distribution centres of our Logistics
business.

OUTLOOK

Ourlong-term strategy of simplfication, standardisation and supply chain optimisation,
whiktmaintaining quality, remains central to the success of our manufacturing
operations. Our focus on cost optimisation and efficiency improvements is being
extended across our enlarged manufacturing portfolio.

The tobacco industry is evolving and flexibility is therefore key to our success. We will
ensure that we respond quicklyto changing marketdynamics and consumer
preferences, and will continue to deliver the quality of product necessaryto build upon
our strong presence in the intemational tobacco markets.

LOGISTICS

We are one of the largest distributors of tobacco and other products in Europe.

OVERVIEW

The logistics operations acquired with Altadis comprised a whollyowned company in

France and a majority stake in Logista, a publicly traded company focused on the
Spanish, Portuguese and Italian markets. Both companies owe their roots to the

traditional distribution activities of previously state-owned tobaccomanufacturers that
became a part of Altadis.



Following the acquisition of Altadis, Spanish takeower law required that we either
reduced our majority shareholding in Logista to below 30 per cent or made an offer for
those shares notalreadyheld by the Group. We reviewed the overall logistics business
and decided to launch an offer for the remaining shares, which was completed at a cost
of €925 million in June 2008.

The business has a strategy of expansion through both organic growth and acquisitions.
In the lastdecade logistics has diversified from tobacco distribution within France and
Spain into new markets and a range of new and related product groups. As a result, our
operations are split into two distinct areas: tobacco and other products.

Ourtobacco logistics business is the largestof its kind in Europe and has in excess of
90 per centmarketshare in the distribution of tobacco within Spain, France and Italy.

Tobacco logistics delivers products forintermationalmanufacturers, including Imperial
Tobacco, to tobacconists and other saes outlets across Southern Europe.

The business is run on an opemrationally neutral basis, providing bespoke solutions
based on our technology, and ensuring that all customers are treated equally.

Through our other products activities, we manage the full logistics value chain of a
diverse range of producs for clients including those from the pharmaceutical, publishing,
transportation and telecommunications industries.

These range from telephone cards, stamps, magazines and books, to promotional items
and industrial courier services. Today, our Logistics division distrbutes to around
200,000 outlets across Europe. Thesespan convenience stores, tobacconists, bakeries,
kiosks, pharmacies, grocery stores, service stations and stationers.

MARKET DYNAMICS

In tobacco logistics, the continued gradual decline in the volumes of cigarettes
consumed across Western Europe requires dstributors to focus on offering additional
senices while improving operating efficiencies. Expansion into additiona territories is a
Strategy our Logistics business has pursued successfully in Portugal, Italy and, more
recently, Poland.

Through the scale and efficiency of our distribution activities we are provding customers
with a range of services they would find difficult to replicate elsewhere.

The other products logistics business has proven successful in identifying areas where
the growth dynamics are favourable, such as phamaceuticals, books and
transportation.

In transportation, we are one of the largest business-to-business courier and industria
parcel delivery operators in Spain, offering long distance services across Europe. This



has seen attractive growth over the last five years, with opportunities for further growth
through diversification into related areas within and beyond Spain.

OUR PERFORMANCE

Distribution fees in the eéightmonths to September were £607 million, with adjusted
profits from operations of £121 million. Our overall performance was in ine with our
expectations.

The good performance of tobacco logistics reflected a cigarette price increase in Italy
andstable tobacco volumes in Spain, which offset a decline in French volumes following
the extension of the public smoking bans in January2008.

In other products logistics, our traditional whdesale business performed well in a difficult
environment. However, our overall business was affected by continued weakness in
publications and the impact of the economic downturn on the transport business.

OUTLOOK

The current economic conditions present challenges for our other products logistics
business but we anticipate a stable tobacco performance going forward, with the benefit

of cigarette price increases by tobacco manufacturers compensating for slight cigarette
volume declines.

The Logistics business has grown rapidly and we see further opportunities both within
the regulated markets of Westem Europe and the unregulated markets of Central and
Eastem Europe, where ndustryconsolidation is likely.

Logistics is a profitable and highly cash generative part ofthe Group, and our long-tem
strategy is one of continuing to enhance senvce lewels to existing customers whilst
looking for opportunities to extend our logistics footprint into additional countries and
related other products.

FINANCIAL REPORTING

The consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards and IFRIC interpretations as endorsed by
the European Union (collectively IFRS) and with those parts of the Companies Act 1985
applicable to companies reporting under IFRS.

FINANCIAL STATEMENTS

The figures and financial information for the year ended 30 September 2008 do not

constitute the statutory financial statements for thatyear. Those financial statements
have not yet been delivered to the Registrar, nor have the Auditors yet reported on



them. The finandal statements have been prepared in accordance with our accounting
policies published in our financial statements available on our website www.imperial-

tobacco.com.

CONSOLIDATED INCOME STATEMENT
for the year ended 30 September 2008

Rewenue

Dutyand similar items
Other costof sales

Cost of salks

Gross profit
Distribution, advertising and selling costs
Administrative and other expenses

Profit from operations
Investment income

Finance costs
Netfinance costs

Profit before taxation
Taxation

Profit for the year

Attributable to:
Equity holders ofthe Company
Minority interests

Earnings per ordinary share *
- Basic
- Diluted

All activities derive from continuing operations.

(6,253)

(990)

* Comparative per share figures have been restated to reflect the bonus element of the

rights issue.



Reconciliation from profit from operations to adjusted profit from operations
for the year ended 30 September 2008

2008 2007
£m £m
Profit from operations 1,157 1,418
Acquisition accounting adjustments 161 -
Amortisation of acquired intangibles 309 23
Brand divestmentgain (174) -
Fairvalue gains and losses on derivative financial
instruments 314 34
Restructuring costs 463 -
Adjusted profit from operations 2,230 1,475
Reconciliation from net finance costs to adjusted net finance coss
for the year ended 30 September 2008
2008 2007
£m £m
Netfinance costs (536) (181)
Fairvalue gains and losses on derivative financial
instruments (42) (2)
Retirement benefits net financing income (45) (64)
Adjusted ret finance costs (623) (237)
CONSOLIDATED BALANCE SHEET
AT 30 SEPTEMBER 2008
2008 2007
£m £m
Non-current assets
Intangible assets 19,792 4,950
Property, plant and equipment 1,822 640
Investments in associates 16 4
Retirement benefit assets 441 602
Trade and other receivables 98 7
Derivative financial instruments 76 -
Deferred tax assets 392 52



Current assets

Inventories

Trade and other receivables
Current taxassets

Cash and cash equivalents
Derivative financial instruments

Total assets

Current liabilities

Borrowings

Derivative financial instruments
Trade and other payables
Finance lease liahilities
Current taxliabiliies
Provisions

Non-current liabilities
Borrowings

Derivative financial instrunents
Trade and other payables
Finance lease liahilities
Deferred tax liabilities
Retirement benefit liabilities
Provisions

Total liabilities

Netassets

Equity

Share capital

Share premium account
Retained eamings

Exchange translation reserve

Equity attributable to equity holders ofthe Company

Minority interests

(2,678)
(238)
(6,183)
(2)
(370)
(187)

(9,558)
(2)
(14)
(24)
(2,294)
(546)
(764)

(1,067)
(219)
(1,593)
(267-)
(26)

(4,053)

()
(208)
(397)

32)



Total equity

CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE

Forthe year ended 30 September 2008

Exchange movements

Netactuarial (losses)/gains on retirement benefits

Deferred tax relating to net actuarial losses/(gains) on
retirement benefits

Deferred tax on share based paymens

Curmrenttaxon share based payments

Current taxon exchange movements

Netincome recognised drectlyin equity
Profit for the year

Total recognised income and expense for the year

Attributable to:
Equity holders ofthe Company
Minority interests

Total recognised income and expense for the year

CONSOLIDATED CASH FLOW STATEMENT
Forthe year ended 30 September 2008

Cash flows from operating activties

Cash flows from investing activties

Interest received

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment
Purchase of intangible assets —software

Purchase of intangible assets — trademarks

Proceeds from brand divestment

Purchase of businesses — net of cash acquired

Proceeds from sale of businesses — net of cash disposed

Netcash used ininvesting actiuvties

2008
£m

541
(156)

57
(6)
1

(12)
(5)
191
(9,642)
222

2007
£m

58
202



Cash flows from financing activities

Interest pad (608) (227)
Purchase of treasury shares - (105)
Proceeds from sale of shares held by

Employee Share Ownership Trusts 5 7
Purchase ofshares held by Employee

Share Ownership Trusts (26) (65)
Proceeds from rights issue 4,903 -
Setiementof exchange rate derivative financial

instruments 13 -
Increase in borrowings 13,815 2,324
Repayment of borrowings (9,646) (1,317)
Increase in collateralisation deposits (188) -
Repayment of obligations under finance leases D -
Dividends paid tominority interests (9) 4)
Dividends paid to equityholders of the Company (487) (434)
Netcash generated by financing activties 7,771 189
Netincrease in cash and cash equivalents 146 104
Cash and cash equivalents at start ofyear 380 263
Effect of foreign exchange rates 116 13
Cash and cash equivalents at end of year 642 380

NOTES TO THE FINANCIAL STATEMENTS

1. Segmental information

Following the acquisition of Altadis, Imperial Tobacco comprises two distinct businesses
- Tobacco and Logistics - which have been used as the basis for the primary segment
reporting below. The Tobaccosegment comprises the manufacture, marketing and sale
of tobacco and tobacco-elated products, including sales to (but not by) the Logistics
segment. The Logistics segment comprises the distribution of tobacco products for

tobacco product manufacturers, including Imperial Tobacco, as well as a wide range of
non-tobacco products and senices. Central costs of the Enlarged Group are allocated

to the Tobacco and Logsstics segments based on management's assessment of the
level of support provided to each business segment. The business segments presented
reflect the managementstructure of the Group and the way in which the Group's

management reviews business performance. Transactions between segments are
undertaken on an arm's length basis reflecting market prices for comparable products

andservices.



Prior to the Altadis acquisition, Imperia Tobacco Group undertook a single principal
activity, being the manufacture, marketing and sale of tobacco and tobacco-related
products. Com parative data for 2007 s consequenty shown as Tobacco.

Segmental revenue

2008
2008 2008 Elimin- 2008 2007
Tobacco Logistics ations Total Tobacco
£m £m £m £m £m
External revenue 14,967 5,561 - 20,528 12,344
Inter-segment revenue 683 - (683) - -
Total segment revenues 15,650 5,561 (683) 20,528 12,344

Segmental profit rom operations and recondliation to adjusted profit from operations

2008 2008

2008 2008 Elimin- Unallo- 2008 2007
Tobacco Logistics ations cated Total Tobacco
£m £m £m £m £m £m
Profit from
operations 1,531 23 (83) (314) 1,157 1,418
Acquisition
accounting
adjustments 76 - 85 - 161 -
Am ortisation of
acquired
intangbles 225 84 - - 309 23
Brand divestment
gain (174) - - - (174) -
Fairvalue gains
and losses on
derivative
financial
instruments - - - 314 314 34
Restructuring costs 449 14 - - 463 -

Adjusted profit from
operations 2,107 121 2 - 2,230 1,475



Fairvalue gains and losses on derivative financial instruments for 2008 are shown as

unallocated as they cannot reasonably be allocated between the Tobacco and Logistics

segments.

Segmental assets and liabilities

Operating assets

Unallocated assets:

Cash and cash
equivalents

Taxation

Derivative financial
instruments

Total assets

Operating liabilities

Unallocated liabilities:

Borrowings

Taxation

Derivative financial
instruments

Total liabilities

2008
Tobacco
£m

22,741

2008
Tobacco
£m
(3,692)

n/a
n/a

2008
Logistics
£m
6,082

n/a
n/a

2008
Logistics
£m
(4,092)

n/a
n/a

2008
Elimin-
ations
£m

(845)

n/a
n/a

2008
Elimin-
ations
£m

64

2008
Tofal
£m

27,978

(7,720)

(12,236)
(2,664)

2007
Tobacco
£m

8,455

2007
Tobacco
£m
(2,053)

(5,120)
(475)



Other segmental information

2008
2008 2008 Elimin-
Tobacco Logistics ations
£m £m £m
Additions to
property, plantand
equipment 184 30 -
Additions to intangible
assets 12 5 -
Depreciation 108 15 -
Amortisation 207 89 -
Impairments 38 - -
Geographical information
2008
European Restof
Union Americas  the World
£m £m £m
External revenue 17,013 874 2,641
Operating assets by location 20,407 3,317 4,254
Additions to property, plant
and equipment 151 2 61
Additions to intangible
assets 17 - -

2008
Total
£m

214

17
123
296

38

2007
Tobacco
£m

128
10

88
27

Total
£m

20,528
27,978

214

17

European Union comprises the EU member states plus Norway, Iceland, Liechtenstein
and Switzerland. Americas comprises North, Central and South America. The Cuban

joint ventures are included in the Restof the World.

2007

European
Union
£m
External revenue 10,358
Operating assets by location 5,418

Additions to property, plant
and equipment 85

Additions to intangible
assets 4

Restof

Americas the World
£m £m

270 1,716
1,035 2,002

2 41

5 1

Total
£m

12,344
8,455

128

10



Further segmenta and geographical analysis of results

To aid understandng ofour 2008 results, we present below the contribution ofthe two

businesses combined, comprising the standalone Imperial Tobacco and Altadis

businesses; further details of the results of the Tobacco and Logistics segmens, a
geographic breakdown of the existing Imperial Tobacco business (excluding Altadis), a
divisional analysis of the Altadis resultusing Altadis' historical divisions, and finally a
regional analysis of the Tobacco segment for the Enlarged Group.

Two businesses combined

Im perial
Altadis
Eliminations

Tobacco segment

Rewenue

Netrevenue

Profit from operations
Adjusted profit from operations
Adjusted operating margn %

Logistics segment

Rewenue
Distribution fees
Profit from operations

Adjusted profit from operations
Adjusted distribution margin %

Adjusted
profit from
operations

2008
£m

1,578
641

2008

15,650
5,238
1,531
2,107
40.2%

2008
£m

5,561
607
23
121
19.9%

Adjusted
profit rom
operations

2007
£m

2007

12344
3,280
1418
1475
45.0%

2007
£m



Imperial Tobacco regional resuts (excluding Altadis)

Net

revenue

2008

£m

UK 869
Gemany 567
Rest of Western Europe 665
USA 239
Rest of the World 1,314
3,654

Altadis divisional results
From 25 January2008

Cigarette
Cigar
Logistics
Other
Eliminations

New geographic analysis of Tobacco 2008

UK
Gemmany

Spain
Rest of European Union

Net
revenue
2007
£m

876
524
635
117

Net
revenue
£m

1,092
464

Adjusted
profit from
operations

2008
£m

570
267
332
115

Distribution
fees
£m

641

Net

revenue
£m

869
664

411
1,250

Adjusted
profit from
operations

2007
£m

564
238
326

Adjusted
profit from
operations

£m

429
120
139

Adjusted
profit from

operations
£m

584
309

150
494



Americas 542 166
Rest of the World 1,502 404

2. Restructuring costs

2008 2007

£m £m

Employmentrelated (mainly termination) 420 -
Assetimpairments 17 -
Other operating charges 26 -
463 -

Restructuring costs relate primarily to European Integration projects announced in June
2008 as part of the integration of Imperial Tobacco and Altadis. They affect sales and
marketing, manufacturing and centralsupport functions in a number of markets and will
be implemented progressively over the next three years. Inadditon to the European
Integration projects, restructuring costs include expenses relating to the closure of our
cigar factory in Selma, Alabama, USA, the integration of the recently acquired Lignum 2
operation with Commonwealth Brands, and costs in relation to streamlining Logistics
operations in France. Provision has been made to the extent that the conditions for
provsion recognition under IAS 37 were metat the balance sheet date.

Restructuring costs are included within administrative and other expenses in the
consolidated income statement

There were no restructuring costs in the yearended 30 September 2007.

3. Net finance costs

2008 2007

£m £m

Interest on bank deposit (74) x4)
Expected return on retirement benefitassets (224) (203)
Fairvalue gains on derivative financia instruments (104) (101)
Investment income (402) (318)
Interest on bank and other loans 697 251

Interest on retirement benefit liabilities 179 149



Fairvalue losses on derivative financial instruments 62

Finance costs 938

Netfinance costs 536

Reconciliation from netfinance costs to adjusted net finance coss

2008
£m
Reported net finance costs 536
Expected return on retirement benefitassets 224
Interest on retirement benefit liabilities (179)
Fairvalue gains on derivative financia instruments 104
Fairvalue losses on derivative financial instruments (62)
Adjusted ret finance costs 623
4. Taxation
Analysis of charge in the year
2008
£m
Current tax
UK corporation tax at 29% (2007: 30%) being the average
enacted rate for the year 2
Overseas taxation 359
Total current taxation 361
Deferred tax
Origination and reversal of temporarydifferences (181)
Total tax charge 180

Reconciliation from reported taxation to adjusted taxation

The table below shows the taxim pactof the adjustments made to reported profit before

taxin order to arrive at the adjusted measure of eamings.



£m
Reported taxation 180
Taxon acquisition accounting adjustments 51
Deferred tax on amortisation ofacquired intangibles 40
Taxon brand divestment gain (59)
Taxon fair value gains and losses on derivative
financial instruments 79
Taxon restructuring costs 148
Taxon retirement benefits net financing income (13)
Adjusted tax charge 426

Factors affecting the taxcharge for the year

The tax on Group’s profit before tax differs from the theoretical amount that would arise

using the average enacted rate for the year of 29% (2007:30%) as follows:

2008

£m

Profit before tax 621
Taxat the average enacted UK corporation tax rate of 29%

(2007:30%) 180

Taxeffects of:

Differences in effective tax rates on overseas earnings (9

Unrecognised deferred tax assets -

Items not deductible fortax purposes 15

Adjustments in respect of prior periods (6)

Total tax charge 180

Factors that mayaffect future charges

2007
£m

No deferred taxis recognised on the unremited eamings of overseas subsidiaries, as
the Group is able to control thesource and timing of future remittances. The Group
currently has no plans to remitdividends which would result in a material tax cost.



Mowvementon cument taxaccount

2008 2007

£m £m

At 1 October (217) (259)

Exchange movements (11) (1)

Acquisitions (75) -

Charged to income statement (361) (292)

(Charged)fcredited to equity (87) 5

Cash paid 401 320

Other movwements 11 10

At 30 September (339) (217)
Analysis of current tax account

2008 2007

£m £m

Curmrent taxassets 31 50

Current taxliabiliies (370) (267)

(339) (217)

5. Dividends

Amounts recognised as distributions to ordinary equity holders in the year.

2008 2007
£m £m
Final dividend forthe year ended 30 Sept 2007 of
42.2p pershare (2006: 37.8p) 326 293
Interim dividend for the year ended 30 Sept 2008 of
20.9p pershare (2007: 18.2p) 161 141
487 434

A final dividend for the year ended 30 September 2008 of 42.2 pence per share has
been proposed. This amounts to £427 million based on the number of shares ranking

for dividend at 30 September 2008. At the year end, the sharehdders had notyet
approved the fina dividend and therefore itis not included in the balance sheet as a
liability.

The dividend per share figures included in the table above reflectthe bonus element of
therights issue as described in note 6.



6. Earnings pershare

Basic earnings per share is based on the profit for the year attributable t the equity
holders ofthe Companyand the weighted awerage number of ordinary shares in issue
during the year excluding shares held to satisfy the Group’s employee share schemes
andshares purchased by the Company and held as treasury shares. Diluted earnings
pershare have been calculated by taking into account the weighted average number of
shares that would be issued if rights held under the employee share schemes were
exercised. No instruments hawe been excluded from the calculation on the grounds

theyare anti-dilutive.

Earnings: basic and diluted

Weighted average number of shares:
Shares for basic earnings pershare
Potentiallydilutive share options

Shares for diluted eamings pershare

Basic earnings per share
Diluted eamings per share

Post
rights
issue
basis
2008

£m

Post
rights
issue
basis
2008

Millions of
shares

846.5
3.0

Post
rights
issue
basis
2007
£m

Post
rights
issue
basis
2007

Mllions of
shares

775.5
3.3

Pre rights
issue basis
2007

£m

Pre rights
issue basis
2007
Millions of
shares

673.8
2.9

Basic and diluted earnings per share for 2007 have been calculated on both a pre rights
issue and post rights issue basis. The pre rights issue basis uses the historical
weighted average number ofshares. For the postrights issue basis the weighted

average number of shares has been calculated to reflect the increased number of
shares in issue after the rights issue and the bonus element for periods prior to the

closing date of the rights issue. The bonus factor used was 1.1509.



Reconciliation from reported to adjusted eamings and eamings pershare on a post
rights issue basis

2008 2008 2007 2007
EPS Earnings EPS Earnings
£m £m
Reported basic 50.6p 428 116.7p 905
Acquisition accounting 13.0p 110 -p -
adjustments
Amortisation of acquired 31.8p 269 4.3p 33
intangibles
Brand divestment (13.6)p (115) -p -
Fairvalue gains and losses on
derivative financial
instruments 22.8p 193 2.8p 22
Restructuring costs 37.2p 315 -p -
Retirement benefit net financing
income (3.8)p (32) (5.0)p 39)
Adjustments abowe attributable to
minority interests 1.1)p ©) -p -
Adjusted 136.9p 1,159 118.8p 921
Adjusted dluted 136.4p 1,159 118.3p 921
7. Acquisitions
2008

On 25 January 2008 the Spanish Securities Exchange Commission, the Comision
Nacional del Mercado de Valores ((CNMV'), announced that acceptances representing
95.81% of Altadis, S.A.'s share capita had been received and Imperial Tobacw's offer
to purchase Altadis had become unconditional. The Group exercised the squeeze-out
provision available under Spanish law on 25 January 2008 to compulsorily purchase the
remainingshares at the offer price of €50 per share. The squeeze-out was completed on

21 February 2008. As a consequence the acquisition has been fully consolidated from
25 January2008 when the Group obtained control of Altadis.

Through the acquisition of Altadis, the Group acquired direct control of Logista, and
persuantto its obligations under Spanish regulations, the Group made an offer for those

shares in Logista not already owned by Altadis. The offer, at a price of €52.50 per
share, completed on 6 May 2008, resuting in a total shareholding in Logsta 0f96.92%.

The remainder ofthe shares were subsequently acquired on 9 June 2008 by using the
squeeze-out provision available under Spanish law.



In May 2008, the Group acquired Lignum 2 Inc., a seller of qualitydiscount cigarettes in
the United States, for a total of£11 million cash. Its net assets had nil book and fair
value, giving rise to goodwill of £11 million.

During the year the Group also acquired interests in a number of small businesses. The
aggregate consideration for these acquisitions amounted to £3 million. Full IFRS
disclosures have not been provided for these small acquisitions as theyare not
considered to besignifiant to the Group as awhole.

During 2005 the Group acquired a 43% interest in Skruf Snus AB. The acquisition
agreementincluded a commitment to acquire the remaining shares and provided the
Group with immediate control of its operating and financial policies. Accordingly the
acquisition was accounted for as a 100% subsidiaryto reflect the substance ofthe
transaction. In June 2008 the Group acquired the remaining 57% for a consideration of
£39million. This amount exceeded the £10 million contingent consideration originally
booked by£29 million, which has been recoded as goodwill. No further consideration is
payable to the former shareholders.

Details of Altadis' net assets and goodwill arsing on the acquisition of Altadis and the
subsequent purchase ofthe minority interestin Logista are as follows:

Provisional fair Prousion
value al fair
Book adjustments value
Value £m under
£m IFRS
£m
Intangibles 484 6,038 6,522
Property, plant and equipment 638 375 1,013
Investments in associates 13 - 13
Inventories 1,378 81 1,459
Trade and other receivables 2,020 - 2,020
Dervative financial instruments 28 (6) 22
Cash 593 - 593
Borrowings (1,715) 40 (1,675)
Trade and other payables (4,493) (23) (4,516)
Current and deferred tax 152 (2,079) (1,927)
Retirement benefit net liabilities (148) - (148)
Provisions (210) (242) (@452)
Investment in Aldeasa 50 152 202
Netassets (1,210) 4,336 3,126
Minority interests (183) (230) (413)
Goodwill 6,687



Consideration for the acquisition of Altadis 9,400

Minority interestin Logista at 6 May 2008 420
Additional goodwill 311
Consideration forthe purchase of Logsta ~ —memeeeee
minority 731
Total goodwill in relation to Altadis and
Logista 6,998
Total consideration for Altadis and Logsta 10,131

The provisional fair value adjustments represent management's currentbest estimates
of the adjustment required to restate Altadis' asset from book value to fair value at
acquisition. The principa provisional fair value adjustments are in respect of intangibles,
which comprise cigarette and cigar trademarks and supplycontracts and have been
independently valued using the income method, and property, plant and equipment for
which we have engaged independentvaluers. With the exception of premium cigar
trademarks that the Directors have determined have an indefinite life, cigarette and
mass market cigar trademarks are being amortised on a straightline basis over their
estimated useful lives ranging from 20 to 30 years. Supplycontracts are being
amortised over periods ranging from 3to 15 years. The goodwill of £6,998 million
arising on the acquisition of Altadis represents a strategic premium to acquire Altadis’
leading positions in the world cigar market and the western European logistics market,
the synergies expected to be realised following acquisition and the assembledsales,
manufacturing and distribution workforces.

The Group’s share of Aldeasa’s asset and liabilities had been classified as held for sale
upon acquisition and fair valued at that date at €275 million (E202million). The
investment in Aldeasa was disposed of on 14 April 2008 for cash consideration of €275
million at no profit or loss.

Consideration for Altadis satisfied by:

£m
Cash 9,358
Direct costs related to the acquisition 42
Total consideration 9,400
Consideration for Logista minority satisfied by:

£m

Cash 729



Direct costs related to the acquisition 2

Total consideration 731

The purchase price for Altadis on a debt free basis is as follows:

£m
Total consideration 9,400
Borrowings at acquisition 1,675
Cash (593)
Total Purchase Price 10,482
Cash flows relating to acquisitions
£m
Altadis
Total consideration 9,400
Exchange rate movements between completion
and settlement of the acquisition 33
Fees paid by Altadis 18
Cash acquired (593)
8,858
Total consideration for Logistaminority 731
Other businesses acquired 53
Acquisition cash flows reflected in investing activities in consolidated
cash flow statement 9,642

2007

On 2 April 2007, the Group acquired from Houchens Industries Inc 100% of the share
capital of CBHC Inc, which trades as Commonwealth Brands and manufactures and
sells quality discount cigarettes across the United States. The acquired business
contributed revenue of £252 million and profit from operations of £35 milion after
charging £17 million for amortisation of acquired intangibles in the period from 2 April
2007 to 30 September 2007. Ifthe acquisition had occurred on 1 October 2006, Group
revenue would have been £12561 million and Group profit from operations for the year
would have amounted to £1,446 million, these amounts having been estimated by
including Commonwealth Brands’ results forthe sixmonths priorto acquisition adjusted
to reflect the Group's accounting policies and changes in depreciation and amortisation
due to fairvalue adjustments.



During the year the Group also acquired interests in a number of small businesses
including in January 2007 a controlling interest in Tremaco, a tobacco and tobacco-
related products distribution business based in Estonia. The aggregate consideration
for these acquisitions amounted to £1 million. Full IFRS disclosures hawe not been
provded for these small acquisitions as theyare not considered o be significant to the

Group as awhole.

Details of Commonwealth Brands' netassets acquired are as follows:

Fair value
Book adjust- Fair value
value ments  under IFRS
£m £m £m
Intangibles 163 507 670
Property, plant and equipment 14 @) 10
Inventories 37 - 37
Trade and other receivables 6 - 6
Unrestricted cash 29 - 29
Restricted cash 123 - 123
Trade and other payables a77) @) (181)
Dividend payable to Houchens by
Commonwealth Brands (194) - (194)
Borrowings (279) - (279)
Netassets (278) 499 221
Goodwill 305
Total consideration 526

The fair value adjustment in respect of intangibles relates to Commonwealth Brands'
cigarette brands, principally USA Gold and Sonoma, which have been independently
valued using the income method. The intangibles are being amortised over their

estimated useful lives of 20 years. Goodwill represents a strategic premium to
immediately establish critical mass inthe USmarket and acquire assembled sales,

manufacturing and distribution workforces.

Consideration for Commonwealth Brands satisfied by:

£m
Cash 516
Direct costs related to the acquisition 10

Total consideration 526



The purchase price for Commonwealth Brands on a debt free basis was as follows:

Total consideration
Dividend payable to Houchens by Commonwealth Brands

Borrowings at acquisition
Unrestricted cash

Total purchase price

Cash flows relating to acquisitions

Commonwealth Brands

Total consideration

Dividend paid to Houchens at acquisition
Borrowings repaid at acquisition
Unrestricted cash acquired

Other businesses acquired

Total cash flows arising due to acquisitions
Direct costs related to Commonwealth Brands acquisition not pad
atthe balance sheet date

Acquisition cash flows reflected in investing activities in
consolidated cash flow statement

8. Cash flows from operating activities

Profit for the year

Adjustments for:

Taxation

Finance costs

Investment income

Share of post-tax profits of associates
Depreciation, amortisation and impairment

Profit on disposal of property, plant and equipment
Profit on the divestmentof brands

2008 2007
£m £m

441 912

180 325
938 499
(402) (318)

@) :
457 115
1) (2)
(174) -



Netretirement benefits

Cost of employees’ senices compensated by shareschemes

Fairvalue gains and losses on derivative financial
instruments

Movementin provsions

Operating cash flows before movements in working capital
Increase ininventories

Decrease/(increase) in rade and other receivables
(Decrease)/increase in rade and other payables
Mowementin working capital

Taxation paid

Netcash flows from operating activities

9. Analysis of net debt

The movements in cash and cash equivalens, borrowings and derivative financial
instrumens and finance lease liabilities in the year were as follows:

Cash
and Non-
cash Current current  fin
equiva-  borrow-  borrow-
lents ings ings
£m £m £m
At 1 Oct 2007 380 (1,067) (4,053)
Cash flow 146 206 (4,375)
Acquisitions - (739) (906)
Accretion of
interest - (6) @7
Change in fair
values - - -
Reclassification - (359) 359
Exchange
movements 116 (713) (536)

At 30 Sept2008 642 (2,678) (9,558)

Deri-
vative
ancial
instru-
ments

£m

(148)

175
22

Fin-
ance
lease
liabil-
ities
£m

(30)



Adjusted ret debt

Managementmonitors the Group’s borrowing levels using adjusted net debt which
excludes interestaccruals, the fair value of interestrate derivative financial instruments
and finance lease liabilities.

2008 2007

£m £m

Reported net debt (11,687) (4,888)
Accrued interest 158 88
Fairvalue of interest rate derivatives (40) 15
Finance lease liahilities 26 -
Adjusted net debt (11,543) (4,785)

10.Rights issue

On 20 May 2008 the Group announced a fully underwritten 1 for 2 rights issue to part
finance the Altadss acquisition. The subscription price of 1475 pence pershare
represented a 30.2 per cent discount to the theoretical ex-rights price after adjusting for
the interim dividend, for which new shares issued under the rights issue were not
eligible. The rights issue closed on 11 June 2008, by which time valid acceptances
were received in respectof 329,215,281 newshares representing 97.19% of the total
number of new shares offered to shareholders. The remaining 9,526,679 new shares
were placed by the undermwriters on 12 June 2008. The total number of new shares
issued was 338,741,960. Proceeds ofthe rights issue, after costs of £93 million, were
£4,903 million.

11. Post bhalancesheetevents

On 7 October 2008 the Group acquired the outstanding 49% minority shareholdings in
800 JR Cigar and MCM Managementfor USD81 million.

FINANCIAL CALENDAR
Ex-dividend date for final dividend 21 January2009

Final dividend record date 23 January2009
Final dividend payable 20 February2009



