
All financial statements and financial information  
provided by the US business or RAI (and/or the 
RAI Group) are prepared on the basis of US GAAP 
and constitute the primary financial statements or 
financial records of the US business or RAI (and/or 
the RAI Group). For the purpose of consolidation 
within the results of BAT p.l.c. and the BAT Group, 
this financial information is then converted to 
IFRS. To the extent any such financial information 
provided in this Annual Report and Form 20-F 
relates to the US business or RAI (and/or the RAI 
Group) it is provided as an explanation of the 
US business’s or RAI’s (and/or the RAI Group’s) 
primary US GAAP based financial statements 
and information.

Financial Review

Regional review
United States 

RAI’s largest operating unit is R.J. Reynolds  
Tobacco Company with a brand portfolio 
which includes three of the top four 
best-selling cigarettes in the United States: 
Newport, Camel and Pall Mall. These, and 
other brands including Doral, Misty and 
Capri, are manufactured in a variety of styles 
and marketed throughout the United States. 

R.J. Reynolds Tobacco Company owns 
a manufacturing facility near Winston-
Salem, North Carolina – a facility capable 
of producing approximately 115 billion 
cigarettes a year. Cigarettes are distributed 
primarily through a combination of direct 
wholesale deliveries from two distribution 
centres and public warehouses located 
throughout the United States.

R.J. Reynolds Tobacco Company also offers 
a smokeless tobacco product called Camel 
Snus – a heat-treated tobacco product sold 
in individual pouches.

The second largest operating unit is Santa 
Fe Natural Tobacco Company, Inc. – which 
manufactures and markets premium 
cigarettes and other tobacco products under 
the Natural American Spirit brand in the 
United States. Natural American Spirit is one 
of the top ten brands in the United States.

Our US business (Reynolds 
American) includes: 

– the second largest tobacco 
company in the United States, 
R.J. Reynolds Tobacco Company; 

– Santa Fe Natural Tobacco 
Company, Inc. (manufacturing 
Natural American Spirit);

– American Snuff Company LLC, 
the second largest smokeless 
tobacco company in the United 
States; and 

– Other business units of R.J. 
Reynolds Vapor, Niconovum  
USA, Inc. and Niconovum AB,  
principally managing 
the development and 
commercialisation of NGP. 

“ These are exciting times as Reynolds 
American Inc. is integrated with BAT – 
the integration is going well, with the 
business continuing to deliver”
Ricardo Oberlander
President and CEO (RAI)

Santa Fe Natural Tobacco Company, Inc. 
owns a manufacturing facility in Oxford, 
North Carolina.

The RAI Companies also include the United 
States’ second largest smokeless tobacco 
manufacturer, American Snuff Company, 
LLC, which offers consumers a range of 
differentiated smokeless tobacco products, 
primarily moist snuff. The main brands are 
Grizzly and Kodiak. 

American Snuff Company, LLC owns 
manufacturing facilities in Memphis, 
Tennessee; Clarksville, Tennessee and 
Winston-Salem, North Carolina.

Also included within the US business are 
a number of other products including:

– Vuse “Digital” vapour cigarette products, 
one of the top-selling vapour products 
in convenience/gas stores, and available 
in more than 110,000 retail outlets across 
the United States; and 

– Zonnic, a nicotine replacement therapy 
gum, available in approximately 40,000 
retail outlets across the United States.
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Volume and Market Share
In the period since acquisition, cigarette volume was 36 billion, 
outperforming the industry with total cigarette market share at 
34.7%, up 20 bps on 2016. Newport and Natural American Spirit 
continued to grow market share driven by the investment into the 
trade and, together, they are the fastest growing premium brands on 
the market. Camel market share increased due to the performance of 
the menthol range. Pall Mall market share was lower due to the price 
competition in the value for money category. Combined, the US drive 
brands grew market share by 40 bps in 2017.

Volume of moist snuff was equivalent to 3.2 billion sticks in the 
period since acquisition. Total moist market share was up 100 bps 
on 2016 to 34.4%, primarily due to the performance of Grizzly in 
the moist snuff category, benefiting from its strength in the pouch 
and wintergreen categories, as well as the recent national expansion 
of its Dark Select style and the limited edition packs.

Revenue
Revenue was £4,211 million in the period since acquisition. 

Profit from operations
Profit from operations was £1,318 million in the period since 
acquisition. Profit from operations was impacted by the FDA user 
fees of £62 million and product liability defence costs of £59 million. 
Additionally, £865 million was incurred as part of the State Settlement 
Agreements, with £109 million credits recognised as part of the 
non-participating manufacturers (NPM) adjustment claims. 

The United States business also incurred other costs that relate to 
adjusting items, including the Engle progeny cases, tobacco related 
or other litigation and other costs associated with the integration 
with the rest of the Group. Adjusted profit from operations at constant 
rates was £1,980 million for the period since acquisition.

Operating margin  

31.3%

Profit from operations  

£1,318m

Volume  

36 bn

Revenue (£m) 

£4,211m

Adjusted operating margin  

49.4%

Adjusted profit from 
operations at constant rates

£1,980m

Market share  

+20 bps

Non-GAAP

Non-GAAP
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