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Listed on the London Stock Exchange and operating in 170+ markets, British American Tobacco P.L.C.(BAT) manufactures tobacco and nicotine products to customers all over the world. Moreover, it sells combustible cigarettes, vapour, heated, and contemporary oral nicotine products, as well as conventional oral products like moist snuff and snus. Vuse, Glo, Dunhill, Kent, Lucky Strike, Rothmans and Camel, are some of the names under which the corporation sells its goods. Founded in 1902, British American Tobacco p.l.c. has its corporate headquarter in London, UK. (Yahoo.com, 2024) 
BAT’s expansive global reach brings increasing pressure to balance financial performance with rigorous corporate governance, emphasizing ethical management, regulatory compliance, and accountability to shareholders. The link between corporate governance practices and company performance is particularly crucial for BAT, given the changing regulatory environment and increasing focus on health and environmental concerns related to the tobacco sector. (Fitchratings.com, 2023) This report will examine how BAT’s corporate governance framework has influenced its financial performance over the past five years, assessing key governance metrics alongside financial data to evaluate the effectiveness of BAT’s governance practices in advancing its strategic goals and enhancing shareholder value.

[bookmark: _Toc180929268]2.The Crucial Role of Corporate Governance Practices 
According to BAT’s official website information (www.bat.com, n.d.), robust corporate governance is key element for BAT, not just for compliance with legal and regulatory requirements, but also underpinning its long-term sustainability by building trust amongst stakeholders. Governance is essential for risk management and for ensuring that institutions are practising ethical behaviour, especially in an industry that the regulatory framework keeps a close eye on public health concerns. BAT has also implemented a broad governance framework, that includes having an independent and diverse board of directors in both UK and USA, transparent financial reporting practices, such as submit semi-annual financial statements on Form 6-K to the SEC, along with strong commitments to responsible business conduct. BAT is able to effectively manage any legal challenges and improve its financial performance in the long run by placing Governance at the forefront. Indeed, as the company adjusts to changing market conditions and customer behaviour, governance practices become more important in terms of financial performance — a compelling argument for constantly reviewing its governance strategies. 
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Corporate governance is the set of rules, regulations, and processes that manage the way a business is run. A company's different stakeholders' interests must be balanced in order to establish and follow these practices, including:
· Employees
· Shareholders
· Senior management
· Customers
· Suppliers
· Lenders
· Local, state, and federal governments
· Community members and groups
(Chen, 2024) 


BAT has built a strong foundation of trust and accountability that appeals to stakeholders through its dedication to effective corporate governance. As a result, British American Tobacco has been ranked among the top performers in an annual review of corporate governance among members of the FTSE 100 in 2016. (Graham, 2016) As a consequence, the company has seen a constant growth in it’s revenue and sales prices from the early 2000s to 2017, where it’s stock price peaked at 5540£ per share. 
According to BAT’s Combined Annual and Sustainability Report (2023), British American Tobacco has an individualized approach in terms of engaging its many and varied stakeholders, who will all have different expectations and different interests. For customers, the main focus is in cost, price and quality, underage access prevention and consumer buying behaviour. BAT has introduced loyalty programs and incentives, as well as Global Underage Access Prevention (UAP) Guidelines and initiatives. At the same time, it emphasizes innovation in reduced-risk products with the aim of meeting emerging demands that are escalating around the world. It satisfies shareholders and investors by regular dialogue and communications with them, robust corporate governance, constant enhancement of delivery with integrity programmes and transparent reporting and allowing regular financial performance updates, which is a reflection that management ensures proper alignment with long-term business goals and maximizes the creation of shareholder value. For “Our people” who form the core of all BAT operations, and their development, diversity, and an inclusive culture of the workplace that cares for their well-being and career growth are of a great importance. Suppliers form a partnership in areas of quality, sustainability, and respect in sourcing, while consumers are engaged through responsible marketing and various initiatives to encourage informed, adult-only consumption, particularly of next-generation products. Last, but not least, engagement with government and wider society is active dialogue on the issues of regulatory compliance and public health. BAT conducts various corporate social responsibility initiatives in local communities, ensuring that all parts of the law are adhered to. This differentiation further allows BAT to balance its goals with the ongoing enjoyment of positive relationships with all groups of stakeholders, enhancing its reputation and long-term success.  (British American Tobacco, 2023) 
The Board of BAT includes both independent and executive directors to ensure diversity in perspective and opinions of the members of the board and reduce conflict of interest within it. Board independence is a very important metric with respect to governance, as this dimension is associated with increased accountability and objectivity in decisions. Besides board composition, the strong audit and risk committee at BAT are overseeing financial reporting integrity, the management of risks, and internal controls that will enable the company to overcome regulatory and financial complexities in the global tobacco market.
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	Fiscal Year
	2023
	2022
	2021
	2020
	2019

	Revenue in million £
	27,283 
	27,655
	25,684
	25,277
	21,440

	Operating Income in million £
	-10,622
	11,512
	10,881
	13,842
	9,485

	Pre Tax Income in million £ 
	-17,061
	9,324
	9,163
	8,672
	7,910

	Net Income million £
	-14,412
	6,666
	6,801
	6,400
	5,704

	Return on Assets (ROA)
	-10,4%

	4,75

	5,01%

	4.7%

	4.1%

	Return on Equity (ROE)
	-22.06%

	9.57%

	10.70%

	10.33%

	9.01%

	Current Ratio
	0.91
	0.86
	0.85
	0.88
	0.71

	Quick Ratio 
	0.58
	0.48
	0.46
	0.46
	0.36

	Debt-to-Equity Ratio
	0.75

	0.58

	0.59
	0.70

	0.71

	Asset Turnover Ratio
	0.20

	0.19

	0.19
	0.18
	0.18

	Inventory Turnover Ratio
	0.92

	0.88

	0.82

	0.74
	0.74

	Price-to-Earnings (P/E) Ratio
	-3.31
	9.59
	7.39
	7.18
	8.90

	Price-to-Book (P/B) Ratio
	0.97
	0.97
	0.93
	0.98
	1.15

	Dividend Yield
	10.78%

	7.78%

	9.87%

	10.51%

	9.17%

	Earnings per Share (EPS)
	-6,466

	2.933

	2,969
	2,8

	2,497



                                                                                                           (www.fidelity.co.uk, 2024)
(Stock Analysis, 2024)
After a £27.3 billion writedown on its US brands, which was more than the £25 billion expected in December, the cigarette and vape firm plummeted to a pre-tax loss of £17.1 billion in 2023 from profits of £9.3 billion the year before. In addition to declining sales amid broader economic concern and "the growth of illegal single-use vapour products and uncertainty around a potential menthol ban in the US," the company assigned the charge to its long-term target to move away from traditional cigarettes. (Williams, 2024)
BAT's long-term success depends on its emphasis on sustainability and reduced-risk products. Sales of New Categories have increased by 7.4%, demonstrating a successful shift towards less harmful items that is in line with shifting customer preferences and regulatory trends. Additionally, BAT's appeal to income-focused investors is increased by its substantial dividend yield of 10.78%, which demonstrates its sound financial standing. (McAlister, 2024)
Due to recent negative earnings, BAT's P/E ratio is at -3,31, indicating a plummet in profitability. With a future expectations of P/E ratio of 8.36, which is more optimistic, the financial sector anticipates a recovery soon. Although the analysts have moderated increased earnings’ expectations, it still foresees potential in BAT's strategy changes and future revenue growth, as evidenced by this forward P/E being in accordance with the industry average.
BAT's present financial difficulties are reflected in its earnings per share (EPS) of -6.46 over the previous 12 months. In contrast to competitors like Japan Tobacco and Altria, BAT may be undervalued, given the favourable forward EPS outlook, which indicates the possibility for strong earnings in relation to its share price.
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In conclusion, good corporate governance practices either make or break major milestones of financial performance and resilience at British American Tobacco in the market. Strong board independence, good risk management and transparency of financial statements are the driving factors for its long-term revenue growth and high profitability through 2022. However, as a result of an acquisition, as well as the fact that BAT operates in an increasingly complex regulatory environment and as the shift in consumer preferences towards non-combustible products accelerates, 2023 appears to be a tough year for the company’s net income. To sum up, despite some recent setbacks, British American Tobacco is reliable, high-dividend company with good corporate governance and a great potential for future growth.
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