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Independent auditor’s report 
To: the General Meeting of shareholders of B.A.T. Netherlands Finance B.V. 

Report on the audit of the financial statements for the year 
ended 31 December 2015 

Opinion 

In our opinion the financial statements for the year ended 31 December 2015 give a true and fair view 
of the financial position of B.A.T. Netherlands Finance B.V. as at 31 December 2015, and of its result 
for 2015 in accordance with Part 9 of Book 2 of the Netherlands Civil Code. 

What we have audited 

We have audited the financial statements for the year ended 31 December 2015 of B.A.T. Nether-
lands Finance B.V., based in Amsterdam. 

The financial statements comprise: 

1. the balance sheet as at 31 December 2015; 
2. the profit and loss account for the year ended 31 December 2015; and 
3. the notes comprising a summary of the significant accounting policies and other explanatory 

information. 

Basis for our opinion 

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing. 
Our responsibilities under those standards are further described in the ‘Our responsibilities for the 
audit of the financial statements’ section of our report. 

We are independent of B.A.T. Netherlands Finance B.V. in accordance with the Verordening inzake de 
onafhankelijkheid van accountants bij assurance-opdrachten (ViO) and other relevant independence 
regulations in the Netherlands. Furthermore, we have complied with the Verordening gedrags- en 
beroepsregels accountants (VGBA). 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 
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Audit approach 

Summary 

 

Materiality 

Misstatements can arise from fraud or error and are considered material if, individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of these financial statements. The materiality affects the nature, timing and extent of our 
audit procedures and the evaluation of the effect of identified misstatements on our opinion. 

Based on our professional judgment we determined the materiality for the financial statements as a 
whole at EUR 20 million. The materiality is determined with reference to total assets of B.A.T. 
Netherlands Finance B.V. amounting to EUR 3.5 billion (0.6%). We consider total assets as the most 
appropriate benchmark as total assets is an important metric for the performance of B.A.T. 
Netherlands Finance B.V. given the nature of the business and the size of the company. We have also 
taken into account misstatements and/or possible misstatements that in our opinion are material for 
qualitative reasons for the users of the financial statements. 

We agreed with the Board of Directors that misstatements in excess of EUR 0.75 million, which are 
identified during the audit, would be reported to them, as well as smaller misstatements that in our 
view must be reported on qualitative grounds. 

Our key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in 
our audit of the financial statements. We have communicated the key audit matters to the Board of 
Directors. The key audit matters are not a comprehensive reflection of all matters discussed. 

These matters were addressed in the context of our audit of the financial statements as a whole and 
in forming our opinion thereon, and we do not provide a separate opinion on these matters. 

• Overall  
materiality of  
EUR 20 million 

• 0.6% of total assets 
of EUR 3.5 billion 

• Misstatement 
threshold of  
EUR 0.75 million 

 
 
 

• Valuation and 
disclosure of 
long-term 
loans granted 

• Transition 
audit 

• Coverage is 
100% as the 
financial 
statements 
comprises of 
one entity 

 
 
 



    

16W00140775DMR/0000946678 

Opening balance and transitioning process 

Description 

We were engaged by the Board of Directors as auditor of B.A.T. Netherlands Finance B.V. for the 
first time on 16 October 2015. In a transition year, we define our initial audit strategy and prepare a 
detailed audit plan. In comparison to a recurring audit, this involves a number of steps to be performed that 
require significant auditor’s attention. 

Our response 

Our audit procedures included, amongst others: 

• We communicated with the previous auditor on significant audit matters, materiality applied and risks 
identified by the previous auditor as part of the 2014 audit in combination with a file review of the previous 
auditor’s audit file for the year 2014 in accordance with our professional standards. 

• We identified and evaluated critical accounting policies selected by management and key audit matters in 
prior years. 

• We interviewed key management and staff involved in the financial reporting processes, to understand their 
knowledge of issues and views on risks in the financial reporting process. 

• We held a number of introductory meetings with management regarding our audit strategy and audit plan. 

Our observation 

During the performance of our procedures, we were provided with sufficient information and 
cooperation to gain a sufficient understanding to base our audit strategy on. 

 

Valuation and disclosure of long-term loans granted 

Description 

The main purpose of the company is the financing of companies belonging to the British American 
Tobacco p.l.c. (‘BAT plc’) group. As at 31 December 2015, the face value of the loans granted by the 
company to BAT group companies amounted to EUR 2,600 million and GBP 325 million. The loans are carried at 
amortised cost and the fair value is disclosed in the notes to the financial statements. We consider the valuation 
and disclosure to be a key audit matter considering the amount in relation to the materiality and by considering 
the loan is related to a group company. Reference is made to the disclosure on note 2 “Long-term loans” of the 
financial statements. 

Our response 

Our audit procedures included, amongst others, an assessment of the recoverability of the loans 
granted to BAT group companies, testing of the effective interest rate used for the determination of the 
amortised cost of the loans granted, testing of the interest amounts received on the loans with supporting 
documentation, testing of the disclosed fair values of the loans by reference to market observable inputs, and 
testing of other disclosures with supporting documentation. 

Our observation 

Based on the aforementioned procedures, we determined that the loans granted are recorded and 
disclosed in the financial statements in accordance with the relevant accounting principles. 
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Responsibilities of the Board of Directors for the financial statements 

The Board of Directors is responsible for the preparation and fair presentation of the financial state-
ments in accordance with Part 9 of Book 2 of the Netherlands Civil Code and for the preparation of 
the directors’ report in accordance with Part 9 of Book 2 of the Netherlands Civil Code. Furthermore, 
the Board of Directors is responsible for such internal control as the Board of Directors determines is 
necessary to enable the preparation of the financial statements that are free from material misstate-
ment, whether due to errors or fraud. 

As part of the preparation of the financial statements, the Board of Directors is responsible for 
assessing the company’s ability to continue as a going concern. Based on the financial reporting 
framework mentioned, the Board of Directors should prepare the financial statements using the going 
concern basis of accounting unless the Board of Directors either intends to liquidate the company or 
to cease operations, or has no realistic alternative but to do so. The Board of Directors should disclose 
events and circumstances that may cast significant doubt on the company’s ability to continue as a 
going concern in the financial statements. 

Our responsibilities for the audit of financial statements 

Our objective is to plan and perform the audit to obtain sufficient and appropriate audit evidence for 
our opinion. Our audit has been performed with a high, but not absolute, level of assurance, which 
means we may not have detected all errors and fraud. For a further description of our responsibilities 
in respect of an audit of financial statements we refer to the website of the professional body for 
accountants in the Netherlands (NBA) www.nba.nl/standardtexts-auditorsreport. 

Report on other legal and regulatory requirements 

Report on the directors’ report and the other information 

Pursuant to legal requirements of Part 9 of Book 2 of the Netherlands Civil Code (concerning our 
obligation to report about the directors’ report and other information):  

• We have no deficiencies to report as a result of our examination whether the directors’ report, to 
the extent we can assess, has been prepared in accordance with Part 9 of Book 2 of the Nether-
lands Civil Code, and whether the information as required by Part 9 of Book 2 of the Netherlands 
Civil Code has been annexed. 

• We report that the directors’ report, to the extent we can assess, is consistent with the financial 
statements. 

Engagement 

We were engaged by the Board of Directors as auditor of B.A.T. Netherlands Finance B.V. for the 
first time on 16 October 2015, in respect of the audit of the financial statements for the year ended 
31 December 2015. 

Utrecht, 29 February 2016 

KPMG Accountants N.V. 

C.J.M. van Veen RA 

http://www.nba.nl/standardtexts-auditorsreport
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