H@M@ﬂd tKnﬁghﬁ Tel 202 955 3000 Holland & Knight LLP

Fax 202 955 5544 2099 Pennsylvania Avenue. NW.. Suite 100
Washington, D.C. 20006-6801
www.hklaw.com

S
T

0702"06 grace brown@hklaw.com

March 9, 2007

BY HAND DELIVERY

Office of International Corporate Finance P ROCESS E

Division of Corporation Finance 2
Securities and Exchange Commission MAR 147 00 w& .
100 F. Street, N.E. &
Washington, D.C. 20549-0302 WOMSOA,@L N
FINANCIAL
Re: Japan Tobacco Inc. (File No. 82-4362)
Information Fumished Pursuant to
Rule 12g3-2 under the Securities Exchange Act of 1934 SU P P L

Ladies and Gentlemen:

We are counsel to Japan Tobacco Inc., a corporation incorporated under the laws of Japan (the
“Company™}, in connection with this filing made pursuant to the exemption provided under Rule 12g3-2
(the “Rule”) promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Attached as an Annex to this letter is a list of information, certain items of which are enclosed
herewith, that the Company has made public pursuant to the laws of Japan, has filed with stock exchanges
or has distributed to its security holders, subsequent to the information furnished under cover of the letter,
dated May 25, 2004, from Mori Hamada & Matsumoto to the Securities and Exchange Commission (the
“Commission”}, and subsequent to the information previously furnished to the Commussion by this firm
on behalf of the Company.

The information sct forth herein is being furmished to the Commission pursuant to subparagraph
(b)(1)(iii) of the Rule. In accordance with subparagraphs (b)(4) and (b)(5) of the Rule, the information
and documents furnished herewith are being, and any information or documents furnished in the future by
the Company pursuant to the Rule will be, furnished with the understanding that they shall not be deemed
“filed” with the Commission or otherwise subject to Section 18 of the Exchange Act, and that neither this
letter nor the furnishing of any such information or documents pursuant to the Rule shall constitute an

admission for any purpose that the Company is subject to the Exchange Act.



Securities and Exchange Comrmission
March 9, 2007
Page 2

If you have any questions regarding this filing, please do not hesitate to call me at (202) 457-5953
or, in my absence, Neal N, Beaton of the New York office at (212) 513-3470 or Lance D. Myers of the
New York office at (212) 513-3217. We would appreciate it if you would date stamp the enclosed copy
of this letter and return it to our waiting messenger.

MM /(// ﬁ/ﬂ//fp

Grace H. Brown
Holland & Knight LLP

#4410753_vl



ANNEX
INFORMATION DISTRIBUTED

A. JAPANESE LANGUAGE DOCUMENTS
(brief description of Japanese language document listed below are set out in
EXHIBIT A hereto)

1. Timely disclosure material concerning the results of Court Meeting and Gallaher
Group Plc (“Gallaher”)’s Extraordinary General Meeting of shareholders in
relation to the Company’s recommended cash offer for Gallaher.

B. ENGLISH LANGUAGE DOCUMENTS
{English documents listed below are included in EXHIBIT B hereto)

1. Consolidated Financial Results for the Nine-Month Period that Ended
December 31, 2006

2. Business Report for the nine-month period ended December 31, 2006

3. Press Releases
Date Title

1) 02/08/2007 JT Reports International Tobacco Business Results for
(02/08/2007) lanuary-December 2006

2) 03/06/2007  JT Updates Progress of Competition Clearance for
(03/06/2007) Gallaher Acquisition

3) 03/09/2007 Gallaher Shareholders Vote in Favor of Recommended
(03/06/2007) Cash Offer by JT

Note:  The dates in parentheses are the dates of the releases in Japanese




EXHIBIT A

BRIEF DESCRIPTION OF JAPANESE LANGUAGE DOCUMENTS

1. Timely disclosure material in relation to the Company’s Recommended Cash Offer
for Gallaher Group Plc.

Disclosure material filed with stock exchanges of Tokyo, Osaka, Nagoya, Fukuoka
and Sapporo on March 9, 2007, concerning the results of Court Meeting and the
resolution of Gallaher Group Plc’s Extraordinary General Meeting of shareholders
held on March 9, 2007.




EXHIBITB

ENGLISH DOCUMENTS

Set out below are the English documents referred to in ANNEX, Section B,
items 1 to 3.




This docurnent has been translated from the original Japanese version, for convenience only.
The sign "A* indicates decrease.

CONSOLIDATED FINANCIAL RESULTS
FOR THE NINE-MONTH PERIOD THAT ENDED DECEMEBER 31, 2006

February 8, 2007

Japan Tobacco Inc. (stock Code: 2914)
Tokyo, Osaka, Nagoya, Fukuoka, and Sapporo Stock Exchanges

Name of the Listed Company:
Listed Stock Exchanges:

Head Office: Tokyo

URL: http:/fwarw. jti.co.jp/

Representative: Hiroshi Kimura, President, Chief Executive Officer and Representative Director
Contact: Masakazu Shimizu, Chicf Commumcations Officer

Telephone: (81)3-3582-3111

1. MATTERS RELATING TO THE PREPARATION OF QUARTERLY FINANCIAL INFORMATICN

1). APPLICATION OF SIMPLIFIED ACCOUNTING PROCEDURES
JT applies simplified accounting procedures on income taxes and other accounts, based on accounting
procedures for semi-annual financial statements. These quarterly financial statements are unaudited.

2). CHANGES IN ACCOUNTING POLICY: None

3). CHANGES IN THE SCOFE OF CONSOLIDATION AND AFPLICATION OF THE EQUITY METHOD |
Number of Consolidated Subsidiaries: 154 (New Consolidated Companies: 3, Exclusion from Consolidation: 6)
Number of Companies applied for the equity method: 12

(New Application of the Equity Method: 1, Exclusion from the Application of the Equity Method: 0)

2. RESULTS FOR THE NINE-MONTH PERIOD THAT ENDED DECEMBER 31, 2006
1) FINANCIAL RESULTS Armounts are rounded down 1o the nearesi 1 million yen

Net Sales Operating Income Recurring Profit Net Income
Nine-month periods ended |Millions of yen % | Milhons ofyen %| Millions of yen % | Millions of yen %
December 31, 2006 3,637,470 2.5 273,459 86 276,026 133 193,485 180
December 31, 2005 3,550,368 Al3 251,849 93 243,558 7.1 164,025 24.8
Year ended March 31,2006| 4,637,657 306,946 297,842 201,542
Ne¢t Income per Share | Diluted Net Income per Share
Nine-month periods ended yen yen
December 31, 2006 20,196.69 -
Deccember 31, 2005 85,607.45
Y ear ended March 31, 2006 105,084.78
(Note)
1. Percentages under "Net Sales,” *Operating Income,” "Recurring Profit," *Net Income* indicate changes from the caresponding figures
for the previous nine-months period that ended December 31, 2005
2. Each share of common stock was split into five shares on April 1, 2006.
2). FINANCIAL POSITION
Ratio of Net Assets
Total Assets Nct Asscts Equity Capital per Share
Nine-month periods ended Millions of yen Milliors of yen % yon
December 31, 2006 3,405,521 1,994,823 56.7 201,565.80
December 31, 2005 3,100,893 1,698,151 54.8 886,293.18
Year ended March 31, 2006 3,037378 1,762,511 58.0 919,780.33

(Note)
1. The figures for the nine-month period that ended December 31, 2005 and for the year ended March 2006 are those of *Shareholders' Equity,”
*Ratio of Shareholders' Equity* and *Shareholders' Equity per Share," as previously reported.
2. Each share of common stock was split inta five shares on Apnl 1, 2006,

3). CASH FLOW RESULTS

Cash Flow from Cash Flow from Cash Flow from Cash and Cash Equivalents,

Operating A ctivities Investing Activities Financing A ctivities End of the Periods
Nine-month periods ended Miilions of yen Millions of yen Millions af yen Millions of yen
December 31, 2006 349 869 20378 O 29,400 1,264,022
December 31, 2005 124,224 A 91,753 441,447 828,688
Year ended March 31, 2006 150,342 A 26357 A 48,134 920,141

3. FORECAST FOR THE BUSINESS RESULTS FOR THE FISCAL YEAR ENDING MARCH 31, 2007

Net Sales Recuming Profit Net Income
Year ending Mulltons of yen Milhors of yen Millions of yen
March 31, 2007 4,740,000 298,000 202,000

Forecasted Annual Net Income per Share (yen) : 21,085.42

Note: The forecast described above is based on the assumptions judged to be reasonable as of the date of issuing this statement
and the actual results may substantially differ from the forecast above.
Please see *"NOTE REGARDING FORWARD-LOOKING STATEMENTS" on page 6 and 7 regarding the forecast above.




1. Business Results and Financial Position
(1) Qualitative Information Regarding Progress of Consolidated Business Results
1) Overview of Finandal Results
Business Results for the nine-month period that ended December 31, 2006
The JT Group has been putting forth strong efforts to overcome the current challenges in the market
and achieve sustainable growth for the future through the consistent implementation of measures in
accordance with the medium term management plan “JT2008" formulated in May 2006.

Net Sales
Net sales reached 3,637.4 billion yen for the nine-month period that ended December 31, 2006, an
increase of 87.1 billion yen (up 2.5%) compared with the comrespondirtg figure for the same period in the
previous year, primarily due to an increase in sales volume in the intemational tobacco business which

more than offset the decreased sales volume in the domestic tobacco business.
(Billions of yen unless specifically stated otherwise)

Nine-month peniod that ended:

December 31, | December 31, | Increase/ Decrease{/\)
2005 2006

Consolidated 3,550.3 3,6374 87.1 2.5%
Domestic Tobacco 2,631.9 2,624.9 AT.0 AD3%
International Tobacco 649.4 742.4 93.0 14.3%
Pharmaceutical 388 36.0 A28 AT 2%
Foods 212.7 218.5 57 2.7
Others 17.3 15.5 AlL8| A10.5%

*Figures above represent extermal sales,

Operating Income
Operating income reached 273.4 billion yen for the nine-month period that ended December 31,
2006, an increase of 21.6 billion yen (up 8.6%) compared with the comesponding figure for the same
pericd in the previous year, primarily due to an increase in unit prices following the amendment of retail
price and cost reduction in the domestic tobacco business and profit growth in the intemational tobacco

business.
(Billtons of yen unless specifically stated otherwise)
Nine-month period that ended:
December 31, | December 31, | Increase/ Decrease(A)
2005 2006
Consolidated 251.8 2734 21.6 8.6%
Domestic Tobacco 176.7 196.7 20.0 11.4%
International Tobacco 59.6 70.9 11.2 18.9%
Pharmaceutical A2.6 N3 JAY: ) -
Foods 54 6.6 1.1 21.7%
Others 5.9 6.7 0.8 13.5%
Elimination/Corporate 6.7 A0.2

Recurring Proflt
Recurring profit reached 276.0 billion yen for the nine-month period that ended December 31, 2006,
an increase of 32.4 billion yen (up 13.3%) compared with the corresponding figure for the same period in
the previous year, primarily due to the improvement of foreign exchange gains or losses.

Net Income
Net income was 193.4 billion yen for the nine-month period that ended December 31, 2006, an
increase of 29.4 billion yen (up 18.0%) compared with the corresponding figure for the same period in the

previous year, primarily due to a decrease in losses achieved from sales of company assets including
equipment, manufacturing plants, properties, etc.




2) Finandal Results by Business Segment
Domestic Tobacco Business

The domestic tobacco business is positioned as a core source of profits for the entire JT Group.  As
the business environment grows increasingly fierce, with the enactment of the increased tobacco excise
taxes in July 2006, and rising competition with rival companies led by a decline in aggregate tobacco
demand, JT will continue its efforts to ensure product share in the market, and increase productivity
through innovation and the strengthening of existing brands as well as the successful launch of new
products in growing segrments.

The “Blue Wind” symbol was adopted as the design for five box-type products in the Mild Seven in
May 2006. In addition, designs for nine products, which utilized soft packaging or belonged to the 1-mg
tar segrnent were changed in December 2006 in an effort to unify the brand imaging among JT products.
JT launched six products from six brands, including four D-spec products (*1), as part of a successful
launch in the growing market segment, and carried out efficient and effective sales promotion activities,
including the sales area expansion for two products from two brands which had previously been sold in
limited areas, to nationwide coverage, in response to increased consumer demand.

(*1) Products adopting JT’s proprietary reduced odor technology that suppress odors caused by cigarettes.

(Table 1)
Produets launched in October 2006
Products Price/Cuantity | Tar/Nicotine Initial Sales Area Remarks
Cabin One Tasty 100’ Box 300 yen/ Img/0.1mg | 42 prefectures excluding
20 cigarettes Miyagi, Kanagawa, Aichi,
Kyoto and Fukuoka
Catmel Menthol Box 320 yen/ 8mg/0.7mg | Miyagi Menthol product
20 cigarettes D-spec product
Sakura 350 yen/ Tmg/0.6mg | Kanagawa D-spec product
20 cigarettes
Peace Infinity 350 ven/ 8mg/0.7mg | Kyoto D-spec product
20 cigarettes
Salem Ice Blue 320 yen/ 8mg/0.6mg | Fukuoka Menthol product
20 cigarettes D-spec product
Products launched in December 2006
Products Price/Quantity | Tar/Nicotine Inital Sales Area Remarks
Mild Seven Super Lights 100’s 300 yen/ 6mg/0.5mg | Hokkaido(*)
Box 20 cigarettes
*Sales area was expanded to nationwide on February 1, 2007,
(Table 2)
Products expanded to nationwide coverage in April 2006
Products Price/Quantity | Tar/Nicotine Rem arks
Seven Stars Revo Ultra Lights 320 yen/ 3mg/0.2mg | Menthol product
Menthol Box 20 cigarettes D-spec product
Products expanded to nationwide coverage in December 2006
Products Price/Quantity | Tar/Nicotine Remarks
Cabin One Tasty 100°s Box 300 yen/ 1mg/0.1mg
20 cigareties

Domestic tobacco sales volume for the nine-month period that ended December 31, 2006, was 135.5
billion cigarettes (*2), a decrease of 11.6 billion cigarettes (down 7.9%%) compared with the coresponding
figure for the same penod in the previous year, due to the termination of the licensing agreement with
Philip Morris Intemnational for Marlboro products in Japan, at the end of April 2005, and the amendment of
retail prices, accompanied by the increased tobacco excise taxes in July 2006. JT’s domestic market share
represented 64.9 percent in the nine-month period that ended December 31, 2006, a decrease of 1.9 percent
compared with the corresponding figure for the same period in the previous year, while net sales excluding
tax (per thousand cigarettes) reached 3,971 yen, an increase of 105 yen compared with the corresponding
figure for the same period in the previous year.




Net sales reached 2,624.9 billion yen for the nine-month period that ended December 31, 2006, a
decrease of 7.0 billion yen (down 0.3%) compared with the comresponding figure for the same period in the
previous year, due to a decline in sales volume. Operating reached 196.7 billion yen for the nine-month
period that ended December 31, 2006, an increase of 20.0 billion yen (up 11.4%6) compared with the
corresponding figure for the same period in the previous year, as increased unit prices and reduced costs
contributed to overcoming of the decline in sales volume.

(*2) In addition to the above figure, the domestic tobacco business sold 2.5 billion cigarettes
during the nine-month period that ended December 31, 2006, taking into account sales from
duty-free shops in Japan and in additional sales in the China, Hong Kong, and Macao
markets, which are covered by JT’s China Division.

International Tobacco Business

The international tobacco business represents the driving force for profit growth for the entire JT
Group, at the center of which is JT Intemational S.A., a subsidiary of JT, aimed at increasing sales volume,
while focusing on the Global Flagship Brand (GFB), which include *Camel,” “Winston,” “Mild Seven”
and “Salem.”

Sales volume was 178.2 billion cigarettes for the nine-month period that ended December 31, 2006,
an increase of 14.7 billion cigarettes (up 9.0%6) compared with the carresponding figure for the same period
in the previous y ear, primarily due to favorable uptum in GFB sales, a major area of focus for the JT Group
for profit growth. Total sales volume for GFBs was 110.3 billion cigarettes for the nine-month period that
ended December 31, 2006, an increase of 11.1 billion cigarettes (up 11.2%) compared with the
corresponding figure for the same period in the previous year. This was primarily due to an increase in
sales of “Camel™ in Italy and France, “Winston” in Spain, Russia, Iran, Turkey, Ukraine and Italy and
“*Mild Seven” in Taiwan and Russia.

Net sales reached 742.4 billion yen and operating income accounted for 70.9 billion yen, increases of
93.0 billion yen (up 14.3%6) and 11.2 billion yen (up 18.9%) respectively, compared with corresponding
figure in the same period in the previous year.  This was primarily due to by an increase in sales volume,
mainly in the GFBs, despite the transfer of a portion of the Japanese market previously covered by the
international tobacco business to the domestic tabacco business in May 2005, and the impact of an increase
in tobacco excise taxes in Spain.

(Note) 1. For the purpose of this document, USS$ 1.00 was converted to 107.90 yen and 115.90 yen for
the nine-month periods that ended December 31, 2005, and December 31, 2006, respectively.
2. With respect to the intemational tobacco business results, the nine-month results for the
period between January 2006 and September 2006 are reflected in this report.

JT has been taking the necessary steps to avoid an unreasonable Notice of Assessment to its
subsidiaries located in Canada and in Russia, which continue to operate. The JT Group will continue to
operate its businesses in compliance with the laws and business practices in their respective countries, and
continue to take all possible measures, including legal options, to prevent any infractions of the law and/or
such Notice of Assessments.

(Additional information regarding Gallaher)

As announced on December 15, 2006, JT has reached an agreement with the U.K.-based
tobacco company, Gallaher Group Plc (Gallaher), regarding a cash offer for the entire issued
and to be issued share capital of Gallaher, which is in line with JT’s goal to make the comparry
a wholly-owned subsidiary.

The offer is to be implemented by means of a scheme of arrangement under the English
law. The scheme is an acquisition process in the United Kingdom to be done on a friendly basis,
which becomes effective upon agreement by the board of directors of Gallaher, and the
approval of competition law authorities, the extraordinary general meeting of Gallaher
shareholders, and the Court.

The board of directors of Gallaher has been unanimous in recommending the offer. The
compary posted the scheme documnent to its shareholders on Janvary 19, 2007 (UK. time).




Pharmaceutical Business

With respect to the pharmaceutical business, JT has been increasing efforts to maximize business
value in a timely and efficient manner, to position the business division as a driving force for fiture growth.
JT's pharmaceutical business has been firmly focused on advancing its clinical compounds to the higher
stages of clinical study, and further enhancing its R&D pipeline, while seeking out strategic opportunities
for the licensing in and out of its products.

Following the introduction of its anti-tryperuricemia drug (JTT-552) into the clinical trial stage, JT
currently has seven drugs in the clinical development pipeline. JT entered into license-out agreements
with GlaxoSmithKline Inc. for a new chemical compound in its pre-clinical trial stage in April 2006, and
with MedImmune, Inc. for an antibody drug candtdate in its pre-clinical trial stage in December 2006.

Royalty revenue from ‘“Viracept,” an HIV treatment drug jointly developed with Agouron
Pharmaceuticals, Inc. (a subsidiary of Pfizer Inc.), and sold primarily in the United States, Europe and
Japan, declined as a result of intensify ing competition in the pharmaceutical industry.

Torii Pharmaceutical Co., Ltd. (Torii), a subsidiary of JT, showed a decrease in net sales despite
increased sales of “Antebate,” a protease inhibitor, and “Truvada,” an HIV treatment drug. The decline is
primarily due to a sales decrease of the compary’s main products including “Futhan,™ an injectable
proteolytic enzyme inhibitor, and “Stronger Neo-Minophagen C,” an agent for liver disease/antiallergic
agent, due to several factors, including drug price revisions implemented in April 2006.

Net sales reached 36.0 billion yven for the nine-month period that ended December 31, 2006, a
decrease of 2.8 billion yen (down 7.2%6) compared with the corresponding figure for the same period in the
previous year.  This was primarily due to the decline in net sales for Torii, and the negative impact caused
by the absence of a one-time sales income related to the licensing of “JTK-303" to Gilead Sciences
recorded in the same period in the previous year, despite several positive factors in this reporting cycle,
including two additional one-time sales incomes through licensing agreements with GlaxoSmithKline and
MedImmune, Inc.  Accordingly, operating loss reached 7.3 billion yen from 2.6 billion yen, as recorded
for the same period in the previous year,

In November 2006, Toray Industries, Inc. (Toray) filed for a new drug application for its antipruritus
drug developed by Toray which it had agreed with JT and Torii to co-develop and market in the domestic
market in March 2005, In September 2006, the three companies agreed to co-develop and market the
drug for the treatment of hepatic disease in the domestic market,

Foods Business

Positioning the foods business as one of the key components to the company’s success, JT is
focusing on the three main areas including its beverage business, processed foods business (which includes
frozen processed foods, bakery, chilled processed foods and processed preserved foods), and seasonings
business with the aim of establishing a competitive advantage in the market and a solid business foundation
as a general foods manufacturer.

JT has been steadily expanding ils beverage business primarily through the vending machine
operation provided by Japan Beverage Inc., a subsidiary of JT, and the active development and introduction
of new and unique products, while focusing mainly on its core brand *“Roots.”

Regarding JT’s processed foods business, the company aims to continue to expand and enrich its
product lime of commercial frozen foods, including its “Obento Dai-Ninki!” and “Imadoki-Wazen™ lines, in
order to expand its scale of operation and strengthen eaming capacity.

JT’s seasonings business, JT is striving to enhance its business base through the development and
introduction of High IG yeast extract, which was developed through JT’s exclusive technology.

Net sales were 218.5 billion yen for the nine-month period that ended December 31, 2006, an
increase of 5.7 billion yen (up 2.7%) compared with the corresponding figure for the same period in the
previous year, primarily due to the expansion of vending machine sales channels and the steady rise in
sales of “Roots™ in the beverage business, and the expansion of operating scale in the processed foods
business, primarily in the frozen processed foods and chilled processed foods® divisions. Operating
income was 6.6 billion yen for the nine-month period that ended December 31, 2006, an increase of 1.1
billion yen (up 21.7%6) compared with the corresponding figure for the same peried in the previous year.




Other Businesses

Net sales for JT’s other businesses were 15.5 billion yen for the nine-month period that ended
December 31, 2006, a decrease of 1.8 billion yen (down 10.5%) compared with the corresponding figure
for the same period in the previous year, primarily due to the decline in the number of consolidated
subsidiaries following the transfer of their shares. Operating income was 6.7 billion yen for the
nine-month period that ended December 31, 2006, an increase of 0.8 billionyen (up 13.5%) compared with
the corresponding figure for the same period in the previous year, resulting from an increase in the real
estate rental revenue.

(2) Qualitative Information Regarding Changes of Consolidated Finandal Position
Cash and cash equivalents as at the end of the nine-month period that ended December 31, 2006
accounted for 1,264.0 billion yen, an increase of 343.8 billion yen compared with the corresponding figure
for the same period in the previous year. (The figure was 828.6 billion yen at the end of the same period
in the previous year.)

Cash Flow from Operating Activities
Net cash provided by operating activities for the nine-month period that ended December 31, 2006,

accounted for 349.8 billion yen, compared to 124.2 billion yen, as reported for the same period in the
previous year. This was primarily due to an increase in excise taxes payable on tobacco, a decrease in the
cash-out associated with the voluntary retirement program as well as the stable cash flow generated by the
tobacco business.

Cash Flow from Investing Activities
Net cash provided by investing activities accounted for 20.3 billion yen for the nine-month period

that ended December 31, 2006, while 91.7 billion yen of net cash used was reported for the same period in
the previous year This was primarily due to the increase in proceeds from sale and redemption of
securities.

Cash Flow from Financing Activities
Net cash used in financing activities for the nine-month period that ended December 31, 2006,

accounted for 29.4 billion yen, while 41.4 billion yen was reported for the same period in the previous year.
The decline resulted from the impact from increased dividend payments exceeding the effect of increased
revenue following a rise in short-term borrowings by subsidiaries.



2. Forecast of consolidated business results for the fiscal year ending March 31, 2007
Forecast for the fiscal year ending March 31, 2007 is as follows:

(Billions of yen)

Current Forecast Previous Forecast
(as of February 8, 2007) (as of October 31, 2006)
Net Sales 4,740.0 4,770.0
Operating Income 318.0 308.0
Recurring Profit 298.0 310.0
Net Income 202.0 206.0

The previous forecast for net sales was revised downward by 30.0 billion ven primarily due to a
decrease in aggregate tobacco demand in the domestic tobacco business, despite an increase in sales
volume primarily contributed by the sales of GFBs by the intemational tobacco business.

Regarding operating income, the forecasted figure was revised upward by 10.0 billion yen, as a
result of the paositive impacts of the decreased costs for vending machines, the reversal of devaluation
losses on leaf tobacco in the domestic tobacco business, and profit growth in the intemational tobacco
business exceeding the negative effects of the downward revision of forecasted net sales.

Recurring profit for the forecasted figure was revised downward by 12.0 billion yen, primarily due to
the allocation of financial costs associated with the cash offer made to Gallaher. Accordingly, the
forecasted figure for net income was also revised downward by 4.0 billion yen.

* Additional projections for the year ending March 31, 2007

The domestic tobacco business Current Forecast Previous Forecast
Sales volume 174.0 billion cigarettes 176.0 billion cigarettes
Current Forecast Previous Forecast

(Actual results from January
The international tobacco business 2006 to December 2006)

Sales volume 240.1 billion cigarettes 239.0 billion cigarettes
GFB sales volume 149.1 billion cigarettes 147.0 billion cigareltes
Exchange rate  (US 1.00 dollar) 116.38 yen 116.00 yen

{Note) The above figures are based on judgments, evaluations, factual understandings, policies
and other factors made in accordance with information available to the management.
They are also based upon certain assumptions required to fonmulate forward-looking
statements as well as information already confirmed to be factual. Actual figures may
differ from those forecasted, depending on uncertainties inherent in such forecasts, as
well as possible changes in the Company’s operations and economic environment,
including domestic and foreign stock markets. Please refer to the Notes Regarding
Forward-Looking Statements below, before using the information provided in our
forward-looking statements.




NOTE REGARDING FORWARD-LOOKING STATEMENTS

This material contains forward-looking statements about our industry, business, plans and
objectives, financial condition and results of operations that are based on our current
expectations, assumptions, estimates and projections. These statements discuss future
expectations, identify strategies, discuss market trends, contain projections of results of
operations or of our financial condition, or state other forward-looking information. These
forward-looking statements are subject to various known and unknown risks, uncertainties and
other factors that could cause our actual results to differ matenally from those suggested by any
forward-looking statement. We assume no duty or obligation to update any forward-looking
statement or to advise of any change in the assumptions and factors on which they are based.
Risks, uncertainties or other factors that could cause actual results to differ materially from those
expressed in any forward-looking statement mclude, without limitation:

(1) health concemns relating to the use of tobacco products;

(2) legal or regulatory developments and changes, including, without limitation, tax increases
and restrictions on the sale, marketing and usage of tobacco products, and governmental
investigations and privately imposed smoking restrictions;

(3) litigation in Japan and elsewhere;

(4) our ability to further diversify our business beyond the tobacco industry;

(5) our ability to successfully expand internationally and make investments outside of Japan;

(6) competition and changing consumer preferences;

(7) the impact of ary acquisitions or similar transactions;

(8) local and global economic conditions; and

(9) fluctuations in foreign exchange rates and the costs of raw materials,




CONSOLIDATED BALANCE SHEETS
Japan Tobacco Inc. and Consolidated Subsidiaries
as of March 31, 2006 and as of December 31, 2006

¥ The sign " A " indicates a credit balance.
This also mears decrease for a debit balarce (increase for a credit balance) where wsed in "Increase/Decrease" Colwnn,

Millions of yen

asof March 34, as of December 31, Increase /
- 2006 2006 Decrease
ASSETS
CURRENT ASSETS: 1,608,154 2,014,920 406,766
Cash and deposits 322,715 1,027,500 704,785
Trade notes and accounts receivable 134,182 178,197 44,014
Marketable securities 576,967 199,608 377,358
Inventories 406,832 436,029 29,197
Other current assets 169,231 175,507 6,275
Allowance for doubtful accounts N 1,776 N1,924 A 147
FIXED ASSETS: 1,429,180 1,390,577 A 38,603
Property, plant and equipment: 596,544 596,157 A 386
Buildings and structures 238,049 228,947 N 9,102
Machinery, equipment and vehicles 144,604 138,688 N 5,916
Land 138,671 132,359 N 6,312
Other 75,217 96,162 20,944
Intangible assets: 579,519 549,448 A 30,070
Goodwill 355,183 357485 2,302
Trademarks 190,587 163,057 A 27529
Other 33,748 28,905 4 4,842
Investments and other assets: 253,117 244,971 A 8,145
Investment securities and other assets 254,941 246,354 A 8,586
Allowance for doubtful accounts £H1,292 A 974 318
Allowance for loss on investments H 531 A 408 122
DEFERRED ASSETS 44 23 A20

TOTAL ASSETS 3,037,378 3,405,521 368,142




CONSOLIDATED BALANCE SHEETS
Japan Tobacce Inc. and Consolidated Subsidiaries
as of March 31, 2006 and as of December 31, 2000
* The sign " A " indicates a debit balance.
This also means decrease for a credit balance fincrease for a debit balance) where wsed in “Increase/Decrease” Column.
Millions of yen
as of March 31,  asof December 31, hcrease /
2006 2006 Decrease
LIABILITIES
CURRENT LIABILITIES: 626,355 880,010 253,655
Trade notes and accounts payable 137,454 145,484 8,030
Short-term bank loans 33,292 46,037 12,745
Current portion of long-term borrowings 18,203 19,122 918
National tobacco excise taxes payable 68,184 141,067 72,882
National tobacco special excise taxes payable 12,793 24,410 11,617
Local tobacco excise taxes payable 95,181 202,346 107,165
Accrued bonuses 27,610 16,666 A 10,943
Other allowances 1,869 1,978 108
Other current liabilities 231,764 282,896 51,131
NON-CURRENT LIABILITIES: 590,950 530,687 A 60,263
Bonds 150,000 150,000 -
Long-term borrowings 15,111 6,084 N 9,027
Liabilities for retirement benefits 293,425 287.365 A 6,059
Liabilities for retirement benefits
for directors and corporate auditors 899 926 27
Other non-current liabilities 131,513 86,309 A 45,203
TOTAL LIABILITIES 1,217,305 1,410,697 193,392
MINORITY INTERESTS:
MINORITY INTERESTS 57,561 - A 57,561
SHAREHOLDERS' EQUITY:
COMMON STOCK 100,000 - A 100,000
CAPITAL SURPLUS 736,400 - A 736,400
RETAINED EARNINGS 972,511 - A 972,511
NET UNREALIZED GAINS
ON INVESTMENT SECURITIES 35,531 - A 35531
FOREIGN CURRENCY TRANSLATION
ADJUSTMENTS A 7,353 - 7,353
TREASURY STOCK A 74,578 - 74,578
TOTAL SHAREHOLDERS' EQUITY 1,762,511 - A 1,762,511
TOTAL LIABILITIES, MINORITY INTERESTS
AND SHAREHOLDERS' EQUITY 3,037,378 - A 3,037,378




CONSOLIDATED BALANCE SHEETS
Japan Tobacco Inc. and Consolidated Stubsidiaries
as of March 31, 2006 and as of December 31, 2000

* The sign " A * indicates a debit balance.
This also means decrease for a credit balance (Increase for a debit balance) where wsed in "Increase/Decrease™ Column.

Millions of yen
as of March 31,  asof December 31, Icrease /
2006 2006 Decrease
NET ASSETS
SHAREHOLDERS' EQUITY: - 1,893,134 1,893,134
Common stock - 100,000 100,000
Capital surplus - 736,400 736,400
Retained eamings - 1,131,312 1,131,312
Treasury stock - A 74,578 A 74,578
VALUATION AND TRANSLATION
ADJUSTMENTS: - 37,882 37,882
Net unrealized gains on investment securities - 33,843 33,843
Net deferred gains on hedging instruments - 8,790 8,790
Foreign currency translation adjustments - A 4,751 A 4,751
MINORITY INTERESTS - 63,806 63,806
TOTAL NET ASSETS - 1,994,823 1,994,823

TOTAL LIABILITIES AND NET ASSETS - 3,405,521 3,405,521




CONSOLIDATED STATEMENTS OF INCOME

Japan Tobacca Inc. and Consolidated Subsidiaries

Jor the nine-month pericds ended December 31, 2005 and 2006 and for the year ended March 31, 2006

¥ The sign " A " indicates decrease.

Millions of yen

For the nine-month period ended hcrease / For the year
Decrease ended
December 31, December 31, March 31,
2005 2006 2006
NET SALES 3,550,368 3,637,470 87,101 4,637,657
COST OF SALES 2,853,342 2,930,596 77,254 3,734,073
GROSS PROFIT 697,026 706,873 9,846 903,583
SELLING, GENERAL
AND ADMINISTRATIVE EXPENSES 445,176 433,413 A 11,762 596,636
OPERATING INCOME 251,849 273,459 21,609 306,946
NON-OPERATING INCOME: 7,219 17,425 10,205 12,655
Interest income 2,679 6,808 4,128 4,300
Dividend income 1,429 1,497 638 1,608
Foreign exchange gain - 5,730 5,730 -
Other 3,110 3,388 278 6,745
NON-OPERATING EXPENSES: 15,511 14,858 A 653 21,759
Interest expense 4,494 4,793 299 5,775
Foreign exchange loss 1,585 - A 1,585 2,892
Financial support
for domestic leaf tobacco growers 8§91 3,530 2,639 863
Periodic mutual assistance association cost 2,305 2,034 A 270 3,074
Other 6,235 4,499 A 1,735 9,153
RECURRING PROFIT 243,558 276,026 32,468 297,842
EXTRAORDINARY PROFIT: 46,527 41,048 A 5,478 65,453
Gain on sales of property, plant and equipment 41,312 38,827 A 2,484 60,036
Other 5,214 2,221 402,993 5416
EXTRAORDINARY LOSS: 35,910 13,241 A 22,668 62,302
Loss on sale of property, plant and equipment 24,258 2,923 A 21,334 24,875
Loss on disposal of property, plant and equipment 3,516 4,310 793 12,279
Business restructuring costs 6,187 - 46,187 8,009
Introduction costs for vending machines
with adult identification functions - 1,693 1,693 -
Other 1,947 4,314 2,366 17,137
INCOME BEFORE INCOME TAXES
AND MINORITY INTERESTS 254,174 303,833 49,659 300,993
INCOME TAXES-CURRENT 86,210 106,533 20,323 49,686
INCOME TAXES-DEFERRED - - - 45,209
MINORITY INTERESTS 3,938 3,813 A 124 4,555
NET INCOME 164,025 193,485 29,460 201,542
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Japan Tobacco Inc. and Consclidated Subsidiaries
Sfor the nine-month periods ended December 31, 2005 and 2006 and for the year ended March 31, 2006

#* The sign " A "indicates decrease, unless specifically stated atherwise.

12

Milliors of yen
Forthe nine-month period ended Igj:f:::: Fo:ﬁ;ﬁmr
December 31, December 31, March 31,
2005 2006 2006
OPERATING ACTIVITIES:

Income before income taxes and minonty interests 254,174 303,833 49,659 300993
Depreciation and amortization 92,628 95,595 2,966 124 854
Nect gain on disposition

of property, plant and equipment A 16,464 £ 33,036 516,571 A 30018
Amortization of goodwill _ 1,233 2,053 820 1,590
Decrease in liabilitics for retirement benefits £ 3,060 4 9,489 0 6,429 006,59
Interest income and dividend income 204,109 2 8,305 N 4,196 O 5909
Interest expense 4,494 4,793 299 5,775
(Increasc) decreasc in trade notes

and accounts receivable (A increase) 28478 A 40,247 A11,768 765
(Increase) deerease ininventonies (A :increase) 11,675 £ 26,635 A 38311 44,091
Increase (decrease) in trade notes

and accounts payable 20,942 4,119 A 25823 20,260
Decrease in other payable £ 133,968 A 30,712 103255 N 125688
Increase (decrease)

in tobacco cxcisc taxes payable 71,730 191,392 119,661 AH13972
Decrease in non-current other payable O 75,611 O 41,205 34,406 N 87376
Other, net A 24972 N 12377 12,595 019613
Sub-total 179,214 399,778 220563 209,158
Interest and dividend received 4,222 8,445 4,223 5,910
Interest paid A 4,776 54921 A 144 AN 5712
Income taxes paid A 54,436 A 53,433 1,602 A 59014
Net cash provided by operating activities 124,224 349,869 225,644 150 342

INVESTING ACTIVITIES:

Purchases of marketable securities N122928 A 330,492 O 207,563 A 145933
Proceeds from salc and redemption

of marketable sccuritics 42,703 381,269 338,565 121,700
Purchasc of property, plant and cquipment A 64,308 A 69,084 04,775 A 82850
Procceds from sale

of property, plant and cquipment 52,914 46,778 N 6,135 82,146
Purchase of intangiblc asscts A 7,461 N 6,276 1,184 A 8,966
Purchasec of investment sccunitics 401,486 401,601 A115 N 2,733
Proceeds from sale and redemption

of investment sccuritics 3,108 4,990 1,882 4,341
Purchase¢ of shares of newly consolidated

subsidiaries, net of cash acquired 4145 44,049 43,904 A 1,400
Disbursements from sale of shares of former

consolidated subsidiaries, net of cash held A0143 2 387 A 243 20143
Other, net 5,994 O 767 06,762 7,480
Net cash provided by (used In)

investing activities A 91,753 20,378 112,132 A 26357




CONSOLIDATED STATEMENTS OF CASH FLOWS
Japan Tobacco Inc. and Consolidated Subsidicries

Jor the nine-month periods ended December 31, 2003 and 2006 and for the year ended March 31, 2006

¥ Thesign " A "indicates decrease, unless specifically stated otherwise.

Millions of yen
Forthe nine-month period ended g::::::: For:::eiear
December 31, December 31, March 31,
2005 20006 2000
FINANCING ACTIVITIES:
Net increase (decrease) in short-term bank loans 0N1,546 11,663 13,210 1,552
Proceeds from long-term borrowing s 243 - 40243 .
Repayments of long-term borrowings A 10,443 010,271 17 A 19473
Proceeds from minority sharcholders - 4,927 4,927 -
Dividends pmd A 28,740 234 488 505,748 A 28,740
Dividends paid to minority sharcholders A 940 401,004 A 64 N 1,467
Other, net A 20 N 227 206 NS
Net cash used in financing activities A 41,447 A 29,400 12,046 A 48,134
FOREIGN CURRENCY TRANSLATION
ADJUSTMENTS ON CASH AND CASH
EQUIVALENTS 8,576 3,033 A 5543 15,204
NET INCREASE (DECREASE)
IN CASH AND CASH EQUIVALENTS A 398 343,880 344279 921,054
CASH AND CASH EQUIVALENTS,
BE GINNING OF PERIOD 829,087 920,141 91,054 829,087
CASH AND CASH EQUIVALENTS,
END OF PERIOD 828,688 1,264,022 435333 920,141
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SEGMENT INFORMATION

*The sign " A "indicates loss.

OPERATIONS BY INDUSTRY SEGMENT

(For the nine-month period ended December 31, 2005) Millions of yen
Domestic | International Pharmaceutical Foods Others Total Elim:nation/ Consolidated
Tobacce Tobacco Corporate
Sales
(1) Sales to customers 2,631,986 649,414 3,862 212,743 17,360 3,550,368 - 3,550,368
(2) Intersegment sales 30,867 34,989 - 106 16,868 82,83) (82,831) -
Total 2,662,854 684,404 38.862 212,850 34,229 3,633,199 (82.831) 3,550,368
Operating cxpenses 2,486,149 624,773 41,531 207,382 28,262 3,388,100 (89,581) 3,298,518
Ope¢rating income (loss) 176,704 5%.630 A 2,669 5467 5.966 245,099 6,750 251,849
or the nine-month penod ended December 31, 2006) Millions of yen
Domestic | International Pharmaceutical Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporate
Sales
(1) Sales to customers 2,624,929 742,445 36,061 218,501 15,532 3.637.470 - 3,637,470
(2) Intersegment sales 31,852 17,863 - 91 17,120 66,927 (66.927) -
Total 2,656,781 760,308 36,061 218,592 32,653 3,704,397 (66,927) 3.637,470
trating expenses 2,459,992 689,404 43,448 211,936 25,882 3,430,665 (66,654) 3,364,010
erating income {{ 0s5) 196,788 70,504 A 7,387 6,656 6,770 273,732 A 272 273,455
of the year ended March 31, 2006) Millions of yen
Domestc | International Pharmaceutical Foods Others Total Eliminat on/ Consolidated
Tobacco Tobacco Corperate
Sales
(1) Sales to customers 3,405,281 881,187 49,256 278,378 23,552 4,637,657 - 4,637,657
(2) Intersegment sales 41,553 36,913 - 122 25,212 103,803 {1032,803) -
Totat 3,446,835 918,101 49,256 278,501 48,765 4,741,460 {103,803) 4,637,657
Operating expenses 3,226,740 847,071 54,313 272,175 40,091 4,440,392 (109,682) 4,330,710
Operating income (oss) 220,095 71,030 A 5,057 6,325 8,673 301,067 5,879 306,946

NOTE:

1. Operations by industry segment are categorized primarily based on types of products, characteristics and markets.

2. Main products or services under each category are as follows:
Tobacco products*

*These include tobacce products sold at dutyfree shopsin Japan, as well as at markets in China, Hong
Kong and Macao, which are covered by the China Division.

1) Domestic Tobac

co

Tobacco products
Prescnption drugs
Beverages and processed foods

2) Intemational Tobacce
3) Phartn aceuticals
4} Foods

3) Others

Rent of real estate, leasing, engineering and others

3.The following tables show Depreciation and amortization and Goodwill amortization amounts by industry segment which are included
in operating expenses for the nine-month periods ended December 31, 2005 and 2006 and For the year ended March 31, 2006.

Depreciation and amortization

(Property, plant and equipment / Intangible assets other than goodwill / Long-term prepaid enses) Millions afyen
DT:T:::: In.t;zﬁzt:::a.l Pharmaceutical Foods Others Total Eg::_r:::nf Consolidated
ate
th d
f:;i;“;::ﬂf;:‘mp‘zzgs 63,971 16,564 2442 3,781 10,182 96,943 {4.314) 92,628
For the nine-month period
e Do o0E 58,955 22,861 2214 2,866 9,130 96,028 433) 95,595
For ‘hh?l“;o“;;"d 84,570 23,061 3,253 5,041 13,466 129,394 4539 124854
Amortization of goodwill Millions of yen
2,2?:;:: In't;;sl::::;)al Pharmaceutical Foods Cthers Consclidated
For the nine-month period
ended December 31, 2005 816 ' } A ) 1.233
For the nine-month peniod
ended December 31, 2006 845 ) ) 1.207 i 2.053
Forth ded
h:;che; ; 2006 1.088 1 - 501 - 1,590




4.The domestic tobacce segment includes the sales by TS Netwerk Co., Ltd,, JT's subsidiary. TS Network Co., Ltd. distributes
domestic tobacco products and sells imported tobacce products by wholesale.
The following table shows net sales of imperted tobacco products via TS Netwerk Co., Ltd. for the nine-month periods
ended December 31, 2005 and 2006 and for the year ended March 31, 2006

Millions of yen
For the nine-month period ended December 31, 2005 837,641
For the nine-month period ended December 31, 2006 933,332
For the year ended March 31, 2006 1,160,744

5. With respect to the intemational tobacco business, the result for the period from January 1, 2006 to September 30, 2006 1s reported
as the result for the nine-month period ended December 31, 2006. International consolidated subsichanes, with the core operation
by JT International S A, set the closing date at September 30 for the nine -month penod.




Consolidated Financial and Business Resuits for Q3 FY 3/2007
and Full-term Forecasts for FY 3/ 2007 /

Caution concerning forward-looking statements
Forward-Looking and Cautionary Statements

This presentation contains forward-locking statements about our industry, business,
plans and objectives, financial conditions and results of cperations based on current
expectations, assumptions, estimates and projections, These statements discuss
future expectations, identify strategies, discuss market trends, contain projections
of operational results and financal condition and state other forward-looking
information.

These forward-looking statements are subject to various known and unknown nisks,
uncertainties and other factors that could cause our actual results to differ from
those suggested by any forward-looking statement. We assume no duty or
obligation” to update’ any forward-looking statement or to advise of any change in
the assumptions and factors on which they are based. Risks, uncertainties or other
factors that could cause actual results to differ materially from those expressed in
any forward-looking statement include, without limitation:

(1) health concerns relating to the use of tohacoo products;

(2) Iegal or r.egulatorv developments and changaes; indudin?, without limitation, tax increases
and restrictions on the sale, marketng and usage of tobacco products, governmental
investigations and privately imposed smoking restrictions;

(3) liugavon in Japan and elsewhere;

(%) our ability to further divarsify our business beyond the tobacco industry;

(S) our ability to successfully expand intarnationally and make investments outside of Japan;
(6) competition and changing consum er prafarences;

(7) the impact of any acguisitions or similar transactions;

(8) local and global economic conditions; and

(9) fluctuations in foreign exchange rates and the costs of raw materials,

z "




Points in Q3 Results and Performance Forecasts )

Steady lmple mentation of measures towards achievement

of the mld term manage ment plan “372008"

1 Results for Q3 FY 3/2007

+ Continued to maintain trend of increasing profits.

n Performance Forecasts for FY 3/2007
+ Compared to the interim forecasts

EBITDA and operating incom e have besn revised upward due to the cost reduction of
dom estic tobaceo business and the growth in profits of international tobacco business.

Recurring profit and net income have been revised downward as a result af taking into
acoount the financial costs assodated with acguisition.

¢ Compared to the previous fiscal year

Revised forecast: Expecting a record-high in all profit indices and an increase of approx.
JPY 18 billicn in EBITDA on a ypar-on-yaar hasis.

: Jv

Resuits for Q3 FY 372007 J

s Summary of Performance

+ Continued to maintain trend of Increasing profits.

(Unit; JPY billlon)

Q3FY 3/2006 | Q3FY 3/2007 Change
Sales incl. taxes 3,550.3 3,637.4 87.1
Sales axc |, taxes 1,531.5 1,563.1 31.5
EBITDA 345.7 371.1 253
Operating income 251.8 273.4 21.6
Recurring profit 243.5 276.0 32.4
Quarterly net income 164.0 193.4 29.4




Results for Q3 FY 3/2007 (Domestic Tobacco Business)

ume for Apr.-Dec.>

N e

(BN} <Sales Vol
LT
il
150
F -s;\r]

150 3

100

50

b

2L N EERLY O WY

October 2006

+ Launched five new brands such as CABIN
ONE Tasty 100's Box (trial sale limited to

certainr

Dacember

egions)

2006

+ Redesigned 9 Mild Seven brands such as
Mild Seven soft package procucts

« Launched MILD SEVEN Super Lights 100's

Box

(tnal sale imited to certain regions)

+ Launched CABIN ONE Tasty 100’s 8ox
nationwi

rY1/io0] [a2F:d. ]

OTotal domestc
"Mew basis = IT original

1Y)/2005 Y UIDos rriipo?

demand GJT sales volume®

products + JT1 products for the Japan

markat (Camel, Wmnston, Salem, etc)

de

Results for Q3 FY 3/2007 ( Domestic Tobacco Business)

u Overcame fall in sales volume by reducing costs, increasing unit
sales price, etc. and secured an increase in profit.

- < Market Share of IT Products*>

[ %]

100%
0%
80% [
TO% [ e81 BRT 633
0%
50% L
0% [
0% |
% |
2. 2.3 2.2
10%
0% N N
Q1 @ 3Q
F¥ 3/ 2006
OMmild Seven

Qt Qz xQ
Fy 32007

O Cther IT products

(Unit: 1P billion)

Q3 FY 3/2006]Q3 FY 3/2007} Change
Sales excl. taxes 906.7 B64.4 -22.2
EBITDA 241.4 256.5 15.0
Operating
income 176.7 196.7 20.0
{unst: billion cigarettes)
[i7 sales vaume] 147.2 | 1355 -11.6]

*New basis = JT original produ s + JT] products for the Japan marker (Camel, Winston, Salem, wc.)

6
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Results for Q3 FY 3/2007 (International Tobacco Business) J

B Performance exceeded that of previous year despite price
competition in the Spanish market,

(BNUY <gales volume for Jan.-Sep.>
100
w0 e {Unit 1PY billion}
188 Q3 FY 3/2006|Q3 FY 3/2007| Change
[£1]
120 1103 | Sales exd. taxes 355.8 408.5 52.6
100 EBITDA 76.1 93.7 17.5
» Oparating income 59.6 70.9 11.2
0 Exachange rate
(JPYLBD) 107.90 115.90 8.00
@ ! { hwferenca} Befors royalty paymant to JT (Uit USD millhon)
n
1 | Errmpar | 756 | s0z | 146 |
. ; * ' ¥ Ukedor-likm banini Bxcluding 31 products sold in Japan
b0y 2004 05 1006

O Tatei volame DGl Yaleme

(Note): Rasults of intarnational tobaceco business are for Jan.-Sep. 2006.

: J¥

Results for Q3 FY 3/2007 (Pharmaceutical Business)

n Steady advancement of clinical developments and
enhancement of R&D pipeline

Uinical Developments (as of Feb 8, 2007)

Progress in Q1

Code Indication Stage

Japan: Phasal

JTT-705 (oral) |Dyskpidamia Progress o Q%

Japar: Phase2
Oversaas: Phasa2

[7TT- 130 (oral) [Hyperlpidemia

Progressin 13

Japan: Phasel

JTK-303 {aral}) |HIV

(unit: IPY billion)

ITT-302 {oral) |Dyshpdamia Overseas: Phasal

Q3IFY 3/2006|QIFY 3/2007] Change

Japarm: Phaze2

JTT-305 (oraf) |Cswoporosis Ouarsawas: Phasal

I R Sales 38.8 36.0 -2.8

[ iabates AN sal

PTT-551 {orah) m??ims Oupnrscauaﬂhasul EBITDA -0.2 -5.1 -4.9
o] ti

ITT-552 (Oraly [Mwpemriamia [MPan Phasel e 26 73| -a7

: Jv




Results for Q3 FY 3/2007 (Foods Business)

1 Steady progress according to plan

(Unit JPY billion)

Q3 FY 3/2006| Q3 Fr 3/2007| Change

Sales 2127 218.5 5.7
EBITDA 9.6 10.7 1.0
Operating 5.4 6.6 1.1

Roots "AROMA BLACK"

ew YIS etirNt Y33

“Obanto D aininki”
Series
"Mini Harum aki”

“Im adoki Wazen" Series
“Renkon Hasami Age”

9
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Full-term Forecasts for FY 3/2007




Full-term Forecasts for FY 3/2007 (Domestic Tobacco Business) J

” Expected )T Sales Volume
+ Interim forecast of 176 billion cigarettes # Reinforcement of Brand Equity

has been revised to 174 billion cigarattes.

(e 3 ¢ Enhancement of MILD SEVEN 8rand

10
Launched "The Blua Collection”
campaign in December 2006.

1o Ma — I B B Ii " ——
Lo 3 =3 Loy

-2.8% -3.9% Tea 0 E_l‘)p_u\n ) ::linsu.\t'\ _\7:73‘\1\
-6.9%

0
e

Including effects
of tan mcrease
in July 2003

Expanded sale of MILD SEVEN Super
Inghuding effacts Lights 100's Box nationwide in February

of tan increasa 2007.
in July 2006

15h

. N
FY12001  FYL20B4 FYLA00Y  FY)2306  FY)/2007
“Mew basis = JToriginal products + JTT products for the Japan
narkat (Camel, Wih gon, Salem, atc)

Full-term Forecasts for FY 3/2007 (Domestic Tobacco Business)

e Compared to the interim forecasts
Sales Including taxes have been revised downward due to reduction in total
demand.
EBITDA and operating income have been revised upward as a result of
overcoming fall in sales volume through costreduction, etc,

¢ Compared to the previous flscal year

Expected to outperform the previous fiscal year due to effect of price revision,
improvement In leaf tobacco reappraisal profit and loss, etc,

(unit: IPY hillion)

Fy 3/z2007 FY 3/2007 Change from| Change from
FY 3/2006 Interim Rovised Intasim FY 3/2006
Actud Forecast Forecast Forecast Actual
A B C C-B C-A
Sales incl. taxas 3,405.2 3,430.0 3,397.0 -33.0 -8.2
ERITDA 305.7 313.0 316.0 3.0 10.2
Opersting income 2200 229.0 234.0 5.0 13.9
[Main assum ptions) {unit; billign cigarettas)
[ 37 sates volume ] 1894]  176.0] 1740 | 2.0 -15.4 |

.2 )




Full-term forecasts for FY 3/2007 (International Tobacco Business) J

+ Compared to the interim forecast
Revised forecast confirms the achievability of our objective, "Grow sustainable
EBITDA in the mid-teens” in this financial period.
+ Compared to the previous fiscal year
EBITDA : maintain double digit growth for six consecutive years
(Unk: JPY bdion)

rrvaons | ST e | o | %
Foracast Foracast Aaual
A B < C-A (C-A¥A
Sales incl, taxes 881.1 990.0 999.0 117.8 13.4
EBITOA 94.0 109.0 112.0 17.9 19.0
Oparating income 71.0 78.0 81.0 9.9 14.0
(Refererx a) Before royalty pay rment to JT (Unik: USD million)
EBITDA™ | 95| 1070]  Lo90] 165] 17.8]
*Lae-kor-bva bens: Cacledimg 1T products 29l) = Jopgs
rrarmme | M2 [ oo | ST |«
Forecast Acual
A [ c Ca (C-AYA
Tok ol volure (BAU) 220.3 239.0 240.1 19.8 9.0
|oFe v oluma (enL) 133.8 147.0 149.1 153 114
Exchange rate (JPY/USD) 110.26 116.00 116.38 6.12

(MNotes): Forecast of international tobacco is for Jan.-Dec, 2006.

: 1)

Full-term Forecasts for FY 3/ 2007 (Pharmaceutical & Foods Business)

# Pharmaceutical Business
¢ Compared to interim forecasts: Slight increase in both sales and profits in consideration of ona-time
revenue assocated with licensing, etc.
¢ Comparedtathe previous fiscal year: Profits are axpected to dacraase due to increass in R&D expanses,

expected decrease in profits of Torii Pharmaceutical Ce., Ltd., ete.
(Lnitt JOY billion)

e | o | R g |
Foracast Forecast Forecast Actuat

A B c c-§ C-A

Saks 49.2 44.5 45.0 ns -4.2
EBTTDA -1.B ~9.5 -9.0 0.5 -7.1
O -5.0 -12.5 120 0s 6.9

H Foods Business
¢ Compared to interim forecasts: Making progress in line with intenm foracast
» Compared tothe previous fiscal year: Revenue is expected to increass dye to expeansion in business
volume but profits are expected to be almost the same a5 in the previous year
{Units Y bilien)

e | A | AT [Py gt

e Foracast Foreeast Foracast Actal

A B G C-B C-A

Salas 278.3 2860 286.0 0.0 7.6
EBITC:A 11.§ 120 120 0.0 0.1
Cparating 6.3 7.0 65 -0.5 ¥

- L1




Full-term Forecasts for FY 3/2007

# Compared to interim forecasts

EBITDA and oparating incomse have been revised upward due to the cost reduction of
dom estic tobacco business and the growth in profit of international tobacco businass,

Recurring profit and netincome have been revised downward as a result of taking into
account the financial costs associated with acquisition.

n Compared to the previous fiscal year
EBITD A, operating income, recurring profit and net incaome are 3l expected to reach

recard highs. (Unit: ¥ billion)
FY 3/2007 FY 3/2007 | cChange from | Change from
Fviﬁg?ﬁ Intfﬁm Re\{izsad Ir'rgerim FY?}ZDIJS
Forecast Forecast Forecast Actual
A B C C-B C-A
Sales incl. taxes 4,637.6 4,770.0 4,740.0 -30.0 102.3
EBITDA 433.3 444.0 452.0 B.O 1B.6
Operating income 306.9 308.0 318.0 10.0 11.0
Recurring profit 297.8 310.0 294.0 -12.0 0.1
Net income 201.5 206.0 202.0 -4.0 0.4
ROE(%) 12.4 11.2 10.9 - 0.3pt - 1.5pt
FCF 145.5 354.0 364.0 10.0 218.4

: 4
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[Reference Material]
Analysis of Consolidated Financial Results
for Q3 FY 372007 and Forecast for FY 3/2007 /

Caution concerning forward-looking statements

Forward-Looking and Cautionary Statements

This presentation contains forward-looking statements about our industry, business,
plans and objectives, finandal conditions and results of operations based on current
expectations, assumptions, estimates and projections. These statements discuss
future expectations, identify strategies, disauss market trends, contsin projections
of operational results and finandal condition and state other forward-looking
information.

These forward-looking statements are subé'ect to various known and unknown risks,
uncertainties and other factors that could cause our actual resulis to differ from
those suggested by any forward-locking statement. We assume no duty or
obligation to update any forward-locking statement or to advise of any change n
the assumptions and factors on which they are based. Risks, uncertainties or other
factors that oould cause actual results to differ materially from those expressed in
any forward-iooking statement include, without limitation:

(1)health concerns relating to the use of tabacco products;

(2)legal or rggl_.llatory developments and changss; indudin?, without limitation, tax increases
and restrictions on the sale, marketing and usage of tobacco products, governmental
investigations and privately imposed smoking restrictions;

(3)litigation in Japan and elsewhere;

(4)our ability to further diversify our business beyond the tobacco industry;

(S)our ability to successfully expand internationally and m ake investments outside of Japan;

(6)com petition and changing consum er preferences;

{7)the impact of any acquisitions or similar transactions;

{8)local and global economic conditions; and

(9)Auctuations in foreign exchange rates and tha costs of raw matarials.
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Results for Q3 FY 3/2007

n Domestic Tobacco Business — Net sales exdl. tobacco excise tax*
*Excluding imported tobocco

Q3 FY 3/2006 |..

Marlbora
Volume effect- I -32.2 |
unit Price effect~
Dthersl D +2.1

o BB2,5 g

. Tt y 5 -

Q3 Fy 3/2007

(IPY bn)

T T T T T ¥ T T 1
510.0 5200 530.0 5400 SS50.0 S60.0 5SY0.0 580.0 590.0 600,

0

Jv

Results for Q3 FY 3/2007

n Domestic Tobacco Business - EBITDA

Q3FY 2006 |, nwmm.ué&mgﬂa.M@Wh]

Mariboro -6.7

volume effect I ~25.0 |

Unit price effect
Cost reduction +9.5

1.eaf tobacco
mappraisal gairyloss

Others +8.6

QIFYY2007]. - i

;R e

ek st et o BOBS

T
190.0 200.0 210.0 220.0 230.0 240.0 250.0 260.0
(IPY bn)

20
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Results for 3Q FY 3/2007

u International Tobacco Business — Net sales exd.tobacco excise tax

Q3 FY3/2006"

volume effact Lo, Lo h298 |
Unit price and product D +40
mix effect
) Forex impact between
Forex impact US$ and each local currency -14 D

Q3 FY3/2007 }.

3,000 3,100 3,200 3,300 3,400 3,500 3,600
* Like-for-like basis: Reflecting an adoption of a8 US GAAP requiremnent on net sales (us# mil)

(Reference) Industry segment inform ation basis
International Tobacco Business - Net sales excluding tobacco excise tax:
From JPvy 355.8 bn to JPY 408.5 bn (up JPY 52.6 bn)

: i

Results for 3Q FY 3/2007 J

# International Tobacco Business - EBITDA (beftre royalty payment to JT)
Like-for-like basis: From US$ 756 mil o US$ 902 mil (up 19.3%)

QI FYHZ006 | vin s oot divt i BOG g sbipghars =50, -

[mpact of transfemred Japan

(Like-for-Bke basis) }
4
Volume effect I - L + 127 " I

uUni price and
produtt mix effect

. Forax impact between
Forex mpact US4 and each local currency

Others
Q3 FY3/2007 hdks A ek
T T T T T 1
650 700 750 800 850 900 950
(Referanca) Industry segment inform ation basis (us# mil)

International Tobacoo Business - EBITDA: From JPY 76.1 bn to JPY 93,7 bn (up JPY 17.5 bn)

z22




Results for Q3 FY 3/2007

n Pharmaceutical Business — Net sales

Q3Fy3/2006 | .

Tni Pharmaceutical
Co. L (non- -1.1
consolidated)

Royalty income, etc. L7 I

Q3FY3/2007 |, -

T T T T T Ll T T 1
345 350 355 360 365 370 325 38.0 385 39.0
(3PY bn)

- I

Results for Q3 FY 3/2007 )

g Pharmaceutical Business - EBITDA
] _
Q3 FY 3/2006 -0.2 D

RED expenses -1.8
(non-consdidated)
QOperaing income of
Tonj Pharmaceuwtical Co. Ld I
{non-consalidatad)

. .

Royalty income, etc,

Q3 Fy 3/2007

-6.0 -5.0 -4.0 -3.0 -2.0 -1.0 0.0
(JPY bn)

- A1
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Results for Q3 FY 3/2007

n Foods Business — Net sales

QP06 |

,‘-22137 ¥

Beverages (VM sda) . +3.5

Beveragas (general sdes )

Froz an proces s ad foods

Bauery

Chilled procassad foods

Semsaonings

Othars

[] +o.4
] +o9

. .3|:|

QUFYH2007). im0

T

= ————————————

208.0 210.0 2120 214.0 216.0

218.0 220.0 222.0
(JPY bn)

25
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Results for Q3 FY 3/2007

n Foods Business — Operating Income

Q3 FY 3/2006
Marginal profit of
Beverage business

Fixed cost of
Beverage business

marginal profit of
Procassed foods business

Fixed cost of
Procassec foods business

Gverhead costs

ks

Q3 FY 3/2007

PO At o - SRR RN S I

T T T T T

0.0 1.0 2.0 3.0 4.0 5.0

T T 1
6.0 7.0 8.0
(JPY bn)

26
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Results for Q3 FY 3/2007

z Recurring profit

QaFvyzo0e | ..

Cperating
ncome

Nan-gperating
ncomafloss

# Netincome

Q3FY 32006

Emtraordinary

name tax, o

Q3 FY 32007

profinfloss, -340

o ]

Qa Py 32007 |

220 23 240 750

i
i

T
190

(JPY bn) (JPY bn)

Positive factors:

~Imnpr ovemant of Profitfloss on foragn
axchange (7.3bn)

-Intrease of interestincoma (4.1bn)
Nagative factore;

“Increase of finanoal support for
domastic tobacco growers (26bn)

Positive factors:

-Decroase of loss on sale of propety, plant and aquprrent (21.3b0)
-Decreass of butiness restructuring costs (6.1bn)  ete,

Nagativa factors:

-Increass of incorne tax, etc. (20.3bn)

~Dacraase of gain on sale of property, plant and e guipment (2.4bn)
*Increase of introduction costs for vanding machines with adult
idantific stion functions (1.6bn) atc.

27

J¥
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Summary of Consolidated B/S as of Dec. 31, 2006 J

s ASSETS Compared to B/S o3 of Mar, 31, 2006 (Main factar}
[PV bn)
4000 - - - —m o e m # Current Assets = up JPY 406.7 bn
| . .
______________ 34055 __ _ e Cash and cash equivalents* {business
axo operation): up JPY 255.3 bn
Q03Z3 *Cash and cash equivalents = cagh and deposits + marketable
3000 == m———— -—— sucuritiee + sacuridas purchased undar repurchase sgraemants
+ Operating receivables® (business operation):
2WOF--1  fmmmmms zota9] " " up JPY 44.0 bn
L e08.1 *Cparating receivables = Trade notes and accounts receivable
200 F==]  |------ -
voo f--4. | f------ -—= .
‘ T # Fixed Assets -~ down JPY 38.6 bn
Lao f---4 il------ i R . ¢ Increased by capital expenditure:
1 t !
[ 1 429.2 13506 o JPY 71.0 bn
oo -- F J===-=-- : -—- ¢ Decreased by depreciation and amortization *:
[ 7 . JPY 97.6 bn
0 - N N *Degpredation snd amertizaton = depreciation of tangibile fined
#8 of Mar, 31, 2006 a3 of Dec. 31, 2006 assets + amorozation of mtangible fixed assots, long-term prepaid

supenses and goodwil
0 Current Assets

OFixed Assets Noke) Fixed Assets include Deferred Assets.

; I

Summary of Consolldated B/S as of Dec, 31, 2006 J
o LIABILITIES Compaored to B/S 25 of Mar, 31, 2006 (Main factor)
(IPY bn)
4000 === e —m o S
# Total Liabilities — up JPY 193.3 bn
AWO Pmmm e mm—m— e = ¢ Interest-bearing debt* (inaease of short-term
bark loans): up JPY 4.6 bn
3000 F - - 4 "Interast-bearing dabte shorr-tarm bank loans « bends
leng-term bank loant
250 |- - ¢ Tobacco excise taxes payable™ (paymoent defarral
for calendar data): up JPY 191.6 bn
*Tobacco encise tanes pavabiew national robacco excize tawes payable
2000 - -1 + natohal special tobacco excise tanes payable + local tobacco
axcise taxes papable
190 |- -
u Total Net Assets — up JPY 174,7 bn
1,000 |-~ + Retained earnings: up JPY 158.8 bn
¢ Minarity interests: up JPY 6.2 bn
w0 b--
o » Ratio of equity capital: 58.0% -> 56.7%

a3 of Mar, 31, 2006 a% of Dec. 31, 2006
OTotal Liabiiies

OTotal Net Assets Note) Total Net Assets includs Minonty intarssts.
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Forecast for FY 3/2007 compared to results of the previous fiscal year J

n Domestic Tobacco Business — Net sales ind. whaceo excise tax

(JPY bn)
4000 F———— - - e —— s
[Positive factors}
3800 - ST v -t -Increass in imported tobacco
ag00 -l Beoeanao . from }Y 1,160.7 bn to JPY 1,210.0 bn
160, L 210, {up JPY 49.2bn)
2,500 [-—-— Imparted tobacco® --- ~Increase in unit price of IT products by tax hike
2000 F--@  R------ -
1500 ---§  ¥----—-— - [Negative factors)
1,000 2, 244, 2167.0] -Decrease in Marlboro sales volume (3.3 bn
0 r——g§ HR—= == cigarettes)
JT Domestic . .
100 === -Decrease in JT sales volume (12.1 bn cigarettes)
(Total: 1694 bn cigarettes -» 124 0 bn
o cigarettas, down 15.4 bn cigarettes)
FY 3/2006 FY 3/2007 Foecant

*On the consclidated basis, net sales of domestic tobacco business includes imp orted tobacco sales, which are

handled by TS Netwark, JT's subsidiary,
T

Forecast for FY 372007 compared to results of the previous fiscal year J

# Domestic tobacco business - EBITDA / Operating income

(JPY bn)

330

[Posiive factors]
300 -Increase in unit price (JPY 24.5 bn}

-Improvement of leaf tobacco reappraisal
profit/loss (JPY 18.9 bn)

-Cost reduction (JPY 4.5 bn)
-Others (JPY 5.0 bn)

{Negative factors]

-Decrease in Marlboro sales volume (3.3 bn
tigarettas, approx. JPY 6.7 bn)

-Decrease in JT sales volume (12.1 bn cigarettes,
approx. JPY 36.0 bn)

FY 3 2006 FY 32007 Foracast

DEBITDA O Qperating income

1)




Forecast for FY 3/ 2007 compared to results of the previous fiscal year

n International Tobacco Business — Net sales ind. tobacro excdise tax

(¥ bn)
1,200.0

[Positive factors]

1.000-0 -Balanced top-fine growth in mature and emerging |

markets
800.0

600.0

400.0

200.0

0.0
Fra/2006 FY3/ 2007 Forecmst

(Reference)
¢ JPY/US$ foreign exchange rate: from US$1=1PY 110.26 to US$1=1PY 116.38 (down JPY 6.12)

; 1]

Forecast for FY 3/2007 compared to results of the previous fiscal year J

z International Tobacco Business - EBITDA before royalty paymant to IT

(3PY bn)
1400 === === rm————— -

120.0

[Positive factors]

~Top-line growth in core markets sustainad by GFB
and brand portfolio anhencement

[+14]

Fr/2006 FY 32007 Forec ast
{Reference) Industry segment information base
International Tobaceo Business - EBITDA: from JPY 94.0 bn to JPY 112.0 bn (up JPY 17.9 bn)
Intarnatonal Tobacco Business - Operating income: from JPY 71.0 b to JPY 81.0 bn (up 1PY 9.9 bn)
+ JPY/US$ foreign exchange rate: from US$1=JPY 110.26 to US$1=IPY 116.38 (down IPY 6.12)

17




Forecast for FY 3/2007 compared to results of the previous fiscal year

n Pharmaceutical Business - Net sales

(3PY bn)

60 [~m—————mmmm e -

[Positiva factors]

~Cne-time revenye from licensing-out of & new
ecompound to GlaxoSrithKline Ing. and anew drug
antibody candidate to MadImmune inc.

)

40

30

[Negative factors]

-FY 3/2006: One-time revenue from licensing-out
of JTK-303 to Gilead Sciences Inc (US$ 15 mily

«Decreass in Viracept royalty

20

10 -Decrsase in net salss of Trii Pharmacautical Cop.

Ltd. (JPY 1.6 bn)

FY 3/2006 FY 3/2007 Forecast

: 4

Forecast for FY 3/ 2007 compared to results of the previous fiscal year

1 Pharmaceutical Business - EBITDA / Operating income

QPY bn)
2.0
[Positive factars] K
20 -One-time revenue from licensing-out of a new §
compound to GlaxeSmithKline Inc. and a new drug
-1.0 antibody candidate to MadImrmune Ine,
-6.0
-8.0 [Negative factors] L
-FY 3/2006: One-time revenue from licensing -out
+10.0 of JTK-303 to Gilead Sciences Inc (US4 15 mil} '
-Increase in R&D expenses (non-tonsdidated) -
120 -Decrease in Viracapt royalty
-Decrease in operating income of Tni -
-14.0 :

Pharmaceutical Co, Ltd. (from JPY 7.6 bn to JPY
FY 3/2006 FY 3/2007 Forecast 5.0 bn, down JPY 2.6 bn}

O ERITDA O Operating income

- i




Forecast for FY 3/ 2007 compared to results of the previous fiscal year

z Foods Business — Net sales

(¥ bn)

250

[Positive factors)

-Steady expansion of vending machine sales
channeis in Beverage business

280

270 -Developing and launching new products by

thoroughly pursuing differentiation in frozen

260 processed foods business

-Expansion in chilled processed foods business

250

240

230

220

210
FY 3/2006 FY 3/2007 Forecast

: i

Forecast for FY 3/2007 compared to results of the previous fiscal year

& Foods Business - EBITDA / Operating Income

[Positive factors]

-Increase n margina profits by tap-line growth

FY 32007 Fermeast
BEBINTDA Q Cparating incoma




Forecast for FY 372007 compared to results of the previous fiscal year

)

st Recurring Profit

% Net income

1

Fv 3/2006 FY 3/2006 | o . 2005 B
Oparating Recurring
paratin | 410, | profit I +0.1
Extraordinary
Non-oparating «10.8 profitfoss, u+0.4
incoma A income tax, etc.
FY 3/2007
Fr 3/2007 :
Foracest be 2980 . .- Forecast
v T T + . i b
290 268 200 308 310 190 193 20 209
{JP¥ bn) (R br)

Posltive factors:

~Irnpr ovamant of profit/loss on foraign
axchangs

-Incrassa of inter est income

Neag ativa factore:

Finanoal costs associatad with acguisition
“Incraase of inancial support for domestic
tobacco grow ms

Positive factore:

-Decraase of logs on sale of proparty, plant and egquipmant
-Dacreasa of impairmart loss

-Decraase of busines s restructuring costs [N
Negative factors:

-Incraasa of introduction costs for vandng machines with adult
identific stion functions (approx. WY 7.0 bn)

-Dagraase of gain on sake of property, plant and equipment
-lncrease of incorme tax, etc, atc,

39
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Data sheet for 9 months ended Dec. 31, 2006 Data Sheel (1)
1. Argakdown of net sales (unk: JPY bition) & Amorlization relating to major acquisitions {unit: JP Y bilkon)
THoInE | Smoms Umohs | 9 morkhs Vearsto | Termi.
ended ended Change ended e nded amordze | nation
Reg. 2005 | Deg, 2006 Pee. 2005 | Doc, 2000
[Net sales induding excise tax 3,550.3 36374 87.1 T Intem ation.ak 258 258 - -
Domestic iobacco 2,631.9 2,624.9 -7.0 Trademerk righls (owned by JT) 220 219 10 | Apr-09,
E xduding Imported tobacea 1,744.3 1,681.5 -52.7 Patents (owned by JT) 30 3.0 8| Apr-07
internetional tobacco * 640.4 7424 930 [Coodwsi 0.8 08 20 | Mar-25
et sales excluding e xxise tax@oimg bromd taccy 1,216.1 1,241.4 5.0 [Japan Beverage
Domestic tobacco 5613 5625 -28.6 [cooawal 0.2] 03] 5 [ Mar-07
trternationa t tobacco * 3558 408.5 526 * Eflective from the fiscal year ended Mar. 31, 2002, amorimtion of goodwil of JT trternational
B 160 78 o4 i Cue {0 the adoption of & new e g P el by JT International. Since
Phartn 6cs Lticel 38, - -2 then, the goodwll fs subject 1o being tested lor imparment annusly. From the Isoal yeer
F oods 2127 2185 57 endod Mar, 31, 2006, amortization 0f & par of this GoOdwill elocated 10 the domestic tobacto
Beversges 142.4 146,72 38 businass daded over 20 years,
Processed ods 70.2 722 1.9 G.Capital expenditure (unt. JPY billion)
Otners 173 155 18 TRohE T mohs o
ended ended ange
" 1
niernations! tobacco busnesy 9 months ended Sep. 2006 Dec 2005 | Dec 2006
jC epital expendiure 71.2 71.0 -0.1
2. Leaf tobacco reappraisal profi1 / loss * (unit- JPY bikion) Domestic tobacco 64.5 393 -251
Tmodny | gmonhs B
d c Irlcrruloml-tobnu:o 149 049 6.0
P6.2005 | Dec 2008 Phacmaceuticel 1.3 22 0g
jLeafiobacoo reappesisel profl floss 42 ] «11.2 Foods 31 31 oe
* Prodl when dencted negalive Others 1.7 6.1 -56
* International tohacto busnees § monthe ended Sep. 2006
3. Breakdown of SG&A expenses (unk. JPY bition) 7. Cash and cash equivalents * (unit: JPY billion)
TROAhS [ gmonty A3 of end of [Asofend ol
ended | ended | Chenge war 2006 | Dec. 2006 | Mo
Dec 2005 { Dec 2006 -
SG3A 4451 4334 -7 IC ash and cash equivalents 9796 12750 7353
Personnel * 113.6 114.5 0.8 * Cash and cash equivalents = cash and deposils + Markelable secunties
Advertisng nd ganeraf pablaty 172 167 04 + securibe s purthased under repurchase sgreem ents
Sales promotion 106.8 937 -13.1 & Imeresi-bearing deit * {unit, JPY bllion}
R&D 8.2 kIR 2.9 As of end of [AsoTend of Changs
Depreciation and amortization 400 428 2.7 Mor. 2006 | Dec. 2006
Others 130.1 1344 -4.7 nierestbesring debt 16,6 221.2 45
* Personnel expense isthe sum of com pensation, salaries, alowances, provision for * Intet s1-boaring dett = short-derm benk loans + bonds + long-term borrowings
reirement benelt, legal wettare, employee bonusns and actrual of employee borwises. [UE oA | I moins
9. Business data
ended ended Change
«Dom estic iobacco busine ss» Dec 005 | [rec 2006
4.EBITDA by businesz seg - unit. JPY billion) )T sales volume* (blion dgaretes) 147.2 13565 416
Tmomhs | 3 monlhs Totes demand n N
i C o emand (ikon cgareiies) 220. 208.9 1.5
Do 2o0e | e 2 UT market shave 55.8% 84.9%) -1.9%pt
Consolidaled EBITDA 3457 an %3 T net sales betore{ax per 1,000 Ggarettes (JPY) 11,675 12,276 61
Quemting inCome 251.8 273.4 Fal:] U7 net sales ater tax per 1,000 cigarettes (JPY) 3,866 3971 105
Depreciation snd emortization 2 938 576 17 * Sales volume of domestic duly-fee and Chma division is excluded, which was
2.5bilion for 9 months ended Dec. 2006 and 2.4 bilion for 9 morths ended Dec.
Domesiic lobacco EBITDA 241.4 258.5 156.0 2005, rspadively.
Operaling Incoma 176.7 366.7 20.0
- — a [Omorths | Jmorhs
Depreciation and urnuﬂuat;un 64,7 508 ] . ended Change
International tobacco EBITD A, 76.1 93.7 17,5 <Irte metional 1 0baceo business> Sog. 2005 | Sep 2006
Operating incoma 586 709 11.2 Tolad sales volume (bllion cigaretes) 163.5 178.2 147
Depreciation and smorlization © 16.5 228 6.2 |6 B sales volum e guion ogaretns) 89| 1103 11
Pharmacsutical EBITDA -0.2 -51 -49 P YAJSD rate for consol dation (JPY) 107.90 11590 8.00
Opemting incoma -26 -1.3 -4.7
-z K TmoRs | MOMEnS
Depreciation and amonization 2.4 2.2 0.2 ended erded Chenge
Foods EBITD A 9.6 10.7 1.0 «<Pharmaceutical business> Dec. 2005 | Dec 2006
Operating iNCome 54 6.6 1.1 R oyally revenue of Viracept (USO milkon) 38 32 -5
Depreciation and am ortixation 7 41 4.0 0.1 R 8D axpen sas (parent company)(JPY Lilion) 14.6 16.4 18
Olhers EBITDA 16.1 15.9 -0.2
Opemting incom e 59 6.7 0.8 As of end of {As of end af Change
[Depreciation and am crization 101 9.1 -1.0 <F 00t business - Beverage business» Mar. 2006 { Dec. 2006
(Raference) (unk: USD million) [N umber ot beverage vending machings * 237,000 247,500 40,500
Irternational tobacco EBITDA 806 am 97 JT-owned 40,500 30,500 -2,000
[(Betra royad y paynant) Combined 61,500 65,500 4,000
*t EBITD A=operating Income « depreciation and am ortization” * Beverage vending machines include vending machines for cans and packs, eic. and
*2 Depreciation and am origalion = deprecialion otiangibie §xed nssets + anortizeion of Tor cps 0wnod by other companies and operated by our subsidary. “JT-owned”
inangible fixed assets + amoriization of long-lerm prapeid expenses + amorlization of vending machines are owned by JT. "Cumhlrred" vending machines are owned by
wil our subsidiades or atiiales .and focus on selling JT brand beverages but also sed

*3 international obacco busingss § months ended Sep. 2006 non-JT brand beverages.




Data sheets for 9 months ended Dec 31,2006

1. Consolidated financial outlook for fiscal year ending March 31,
2007 compared to the forecast as of October 2006

Data sheet (2)

2. Consolidated financial outlcok for fiscal year ending March 31,

2007 compared to the reults of previous fiscal year

(JPY billion} (IPY billion)
Pravious forecast| Revised forecast Change FY D3/ 2006 Raevised forecast Change
Net salas induding axase tax 4,770.0 4,740.0 -30.0 Net sales induding exose tax 4,637.6 4,740.0 102.3
[Excluding imported tobacco 3,551.0 3,530.0 -21.0 [Excuding imported tabacco 3,476.9 3,530.0 530

EBITDA 444.0 4520 8.6 EBITDA 433.3 452.0 186
Cperating income 308.0 3168.0 10.D Operating income 306.9 318.0 11.0
Recurring profit 310.0 258.0 -12.0 Recurring profit 297.8 208.0 0.2
Net income 206.0 2020 -4.0 Net income 2015 202.0 0.4
Return on Equity 11.2% 10.9% -0.3%pt! Return on Equity 12.4% 10.9% -1.5%pt
Free Cash Flow* 354.0 364.0 10.0 Free Cash Flow* 145.5 364.0 218.4

*Fraa Cash Fiow is cash flow from operating activiies plus cash flow from irwasting activities
luss the iterme babkow s
«<Frorn cash Aow from operating activitias>
- Interest racaived, dvidend recaived and tax inrplication by deducting the iterns
(assurrption of corpor ate tax rate: 429%)
« Intavast paid and the tax irnplication by deducing the tem (assurrption of corpor se tax
rakel 429%)
<From cash flow from investing activities>
- Purchases of and proceeds from sale of marketable securities
- Purchases of and proc weds from sale of investrrert sacurities and othars
FCF calculatad according to the above ad ustiment may not be agual to FCF shown on the
abovae table. Tha diffarence comaes from purchases of and procesds from sade of business
irvartrnant securities which are included in Neestmant securities on the cash flow statement
but axcluded from the ad utrmant abova,

*Fran Cash Fiow is cash flow from operating activities plus cash flow from nvesting activiias
las s the iterrs below :
«<From cash flow from oparatng actiitms>
- Irtarest received, dividend received and tax irplication by deducting the iterns
(assurrption of corpor ate tax rate: 429%)
- Inkarest paid and the tax impkcation by deducing the kem {assumption of corpor ste tax
rate: 42%)
<From cash fiow from invasting sbvites>
- Purchases of and proceads fram sala of marketable securities
- Purchases of and procesds o sde of investment securites and others
FOF cdculated according to tha above ad ustrrent may not be equal to FCF shown on the
above table, Tha difference comes from purch sses of and pr ocesds from sde of business
investment secur kies which ara included in investrmant secur tins on the cash flow statermant
bkt excluded from the adjutment sbove.

[IPY billion) (JPY billion)
Previous forecast| Ravised foracast Change F¥ 03/2006 Ravised forecast thange |
Capital expenditures 124.0 112.0 -12.0 Capital expenditures 58,9 112.0 13.0
Domestic tobacco 71.0 62.0 -9.0 Domestic tobacco 75.0 62.0 -13.0
[nternational tobacco 32.0 32.0 0.0 International tobao 24.9 32.0 7.0
Pharmaceutical 3.0 3.0 0.0 Pharmaceutical 2.1 3.0 0.8
Foods 5.0 5.0 0.0 Foods 4.5 3.0 0.4
Other businasses 13.0 10.0 -3.0 Cther businesses 19.3 10.0 -0.3
Consolidated financial outjook by business segment (IBY billion) Consolidated financial outlook by business segment (IPY billion)
Pravious for ecast | Ravised fouu_st Chanca FY 03/ 2006 Ravised forecast Ch
Net sales including exase tax 4770.0 4,740.0 -30.0 Net sales induding excise tax 4637.6 4.740.0 102.3
Domestic tobacco 3,430.0 3,397.0 -33.0 Domestic tabacco 3,405.2 3,397.0 -8.2
[Exchuding imported tobacco 2,211.0 2,187.0 -24.0 [Exchuding irrportad tobacca 2,244.5 2,1687.0 -57.5
International tobacco 990.0 9%9.0 9.0 International tobaoco g81.1 999.0 117.8
Pharmaceutical 44.5 45.0 0.5 Pharmaceutical 49.2 45.0 -4.2
Foods 286.0 2086.0 0.0 Foods 278.3 286.0 7.6
WEBITD& 444.0 452.0 6.0 EBITDA 433.3 452.0 18.6
Domestee tobacco 3130 316.0 30 Domesti tobacco 305.7 316.0 10.2
Internatianal tobacco 109.0 112.0 3.0 International tobacco 94.0 112.0 17.9
Pharmaceutical -9.5 -9.0 0.5 Pharmaceutical -1.8 -9.0 -7.1
Foods 12.0 12.0 0.0 Foods 11.8 12.0 0.1
Operating income 308.0 318.0 10.0 Operating income 306.9 318.0 11.0
Domestic tobacco 229.0 234.0 5.0 Pomestic tobacco 220.0 234.0 139
International tobacco 78.0 81.0 3.0 International tobacco 71.0 B1.0 9.9
Pharmaceutical -12.5 -12.0 0.5 Pharmaceutical -5.0 -12.0 -6.9
F oods 7.0 6.5 -0.5 Foods - 6.3 6.5 0.1
I Major assumphions | | Major assumptions |
(1)Domestic tobacco business (billians of cigarettes (1) Domestic tobacen business (billions of cigarettes)
[ Pravious for acast] Ravized foracast Q\rlﬁ I |  Fr 032006 | Revised foracast Ch ange
[Sales volume | 176.0 | 1740 -2.0 |Sales volume ] 189.4 | 174.0 | -15.4 |
Excludes sales of domastic duty-frae and China dwision Excludes sales of dormestic duty-free and China division
(2) Internabiona tobacco business (billions of cigarettes, JPY) (2} Internationd tobacco business {billions of cigarettes JPY)
Pravious for acast | Prebminary sk 2003 Prefiminary resuks Change
Tobal sates volyme 239.0 240.1 1.1 [Tobal sales volume 220.3 240.1 19.8
[GFB sales volume 147.0 149.1 2.1 [GFB sales volume 133.8 149.1 15.3
UPY/USD rate 116.00 116.38 .38 IPY/USD rate 110.26 116.38 6.12




Data of JT products in Japanese market Data Sheet (3)

* Excluges sales from the China, Hong Kong, and Macau markets and domesic outy-free sales,
* Original measurement Basis= JT ciginal products + Marlboro cigarettes (urtit April 2005) + JT) products for the Japan market from May 2005 orw ard
* New measurement Basis = JT original products + J Tk prooucts for the Japan market

Domestic Tobacco Business Results

Market Share in Growing Segments

1. Quarterly Sales Yolume (bitiions of cigarettes) 1. 1mg Tar
AprJun : JukSep : Oct-Dec : Jan-Mar Total {1)JT 1mg Tar Product Share (%)
Fy 0¥2005 542 5586 55.6 : 4717 213.2 Ongina Basis | Apr-Jun | Ju-Sep ; Oct-Dec ! Jan-Mar Tolal
Fy 032006 505 485 | 48.1 1 422 1894 FY 0372005 83: 8.2 B6: 8.9 B3
Fy 032007 54.0: 368 ! 44.6 : FY 03/2006 106 : 11.7 1221 12.5 11.7
* The above mentioned gures include sales ol Merlboro cigorettes until Aprl 2005 and JT1 FY 03/2007 124 12.5 133
produds (Camel, Winston, Sakem etc) for the domestic market from May 2005 onward. New Basis Apr-Jun : Ju-Sep } Oct-Dec i Jan-Mar Total
FY 03/2005 104 : 10.3 10.7 1.1 10.6
FY 03/2006 113 1.7 12.2¢ 125 11.9
2. Quarterly Retall Price Sales (billions of JPY) FY 0372007 124 : 12.5 13.3 ¢
Aprdun @ JukSep | Oct-Dec : Jan-Mar Total (2) JT Sharein 1mg Tar Segment (%)
FY 0372005 748.0 767.0 767.5 ¢ 658.9 23416 Original Basis | Apr-Jun @ Ju-Sep j Oct-Dec ; Jan-Mar
FY 032006 6947 : 664.2 i 656.2 570.0 25952 FY 032005 475 : 46.9 473 475
Fy 0372007 7403 5475 | 6646 ! FY 032006 55.7 60.4 608 : 616
* Retad price sales » sales volurme * fxed retail pnce. FY 032007 613 60.9 6241
" The above mentioned #gures includ e sales of Martboro agareties until Aprl 2005 end JTI New Basis Apr-Jun ©Jus [cls] Oct-Dec i Jan-Mar
products (Camel, Winston, Selkem etc) for the dom estic merket 1rom May 2005 onward. FY 03/2005 58956 ; 58.6 590 : 594
FY 0372006 597 604 60.8 616
FY 03/2007 613! 0.9 624
3. Quarterty Net Sdes Per Thousand Cigarettes JPY)
Apr<Jun : JukSep ! Oct-Dec ! Jan-Mar Total 2. Menthol
FY 02005 11,754 ; 11,755 11,752 : 11,765 11,756 (1) 4T Menthol Product Share (%)
FY 0320086 11,71§: 116583 11657 11667 11674 Original Basis | Apr-Jun @ Ju-Sep | OctDec | Jan-Mar Total
Fy 032007 11663: 12,6771 12,680 : Fv 03/2005 66 9.6 9 : 9.3 89
* Nel sales per thousand cigarettes FYy 0372006 B.1: 6.9 6.6 6.7 70
= (retal price sale s - retsiler m arging - consum ption tax) / seles volume * 1,000 FY 03/2007 6.7 : 6.9 6.7
* The above mentioned #gures include salos of Merlboro dgaretins until Apri 2005 and JTI New Basis Apr-Jun ! Jul-Sep ! Ot¢t-Dec | Jan-Mar Total
produds (Camel, Winsion, Salem etc.) for the dom astic macket from M ay 2005 orward. FY 03/2005 56 : 55 58 6.1 57
Y 03/2006 6.3 ¢ 6.5 6.6 6.7 BS
FY 03/2007 6.7 6.9 6.7
4. Quarterly NetSales Excluding Excise Tax (2)JT Sharein Menthol Segment (%)
Per Thousand Cigarettes LPY) Original Basis | Apr-Jun @ Ju-Sep ! Oct-Dec ! Jtan-Mar
Original Basis | AprJur : JukSep : Oct-Dec : Jan-Mar Total FY 032005 51.7: 51.1 520 525
Fy 03r2005 3,940 : 3,942 3937 3,946 3,941 F 03,2006 45.1 ; 344 349! 35.1
FY 03/2006 3,901 : 3,845 3849 : 3,857 3,864 FY 03/2007 35.0° 341 3381 _—
FY (3/2007 3852: 4,050 4050 New Basis Agr-Jun : Ju-Sep | Oct-Dec | Jan-Mar
New Basis Apr~Jun  JukSep | Oct-Dec : JamMar [ Total FY D3/2005 33.2: 324 338 34
Fy 03/2005 3,844 : 3,844 3840 : 3,845 3,843 FY 032006 4.7 34 .9 35.1
FY 03/2006 3.845: 3,846 | 3849 ; 3.857 3.849 FYy 032007 35.0: 341 338
Fy 03/2007 3,852 4,050 ; 4,050 :
* Net sales excludng excise tax per thousand dgareties 3. JPY 320 or above*
= (retai price sales . retailer marging - consum ption 1ax - excise taxas) / sales volume * 1,000 (1)JT JPY 320 of above Product Share (%)
Onginal Basis| Apr-Jun : Ju-Sep | Oct-Dec : Jan-Mar Total
FY 0372005 1.7 11.8 1.5 12.1 11.8
5. Quarterty JT Market Share (%) FY 03/2006 88: 9.1 54 5.9 63
Original Basis | Apr-Jun : Jul-Sep | Oct-Dec : Jan-Mar Total FY 03/2007 5.7 54 52
FY 03/2005 73.0: 73.0: 727 7217 729 New Basis Apr-Jun : Ju-Sep } Ocl-Dec i Jan-Mar Total
FY 03/2006 69.6 654 ! 653 : 65.2 66 4 FY 03/2005 50 5.1 48! 5.1 50
FY 03/2007 65.5 ! 4.2 1 64.7 FY 03/2006 51 5.2 541 59 54
Now Basis AprJun : JukSep ! Oct-Dec : Jan-Mar Total FY 03/2007 57 54 521
FY §3/2005 66.7 666 664 : 66.1 66.5 {2)JT ShareinJPY 320 or above Segment (%)
FY 03/2006 66.1: 65.5 | 653 : 65.2 65.5 Original Basis | Apr-Jun : Ju-Sep } Oct-Dec | Jan-Mar
Fy 032007 655 64.2 ) 647 | e | FY 0372005 539 538 528! 53.6
F 03/2006 39.1 : 22.2 23114 24.5
FY 0372007 243 . 225 26 " |
New Basis Apr-Jun @ JuSep | Oct-Det | Jan-Mar
FY 032005 232: 23.0 222 228
F 03,2006 226 223 232! 24.5
FY 03/2007 243 225 226!
* Y 300 or above urtil Apr-Jun. 2006
4. Quarterly D-spec Product Share (%)
Apr-Jun : Ju-Sep ; Oct-Dec | Jan-Mar | Total
FY 0372005 0.91: 0.95 090} 0.94 0.93
FY 03206 0.9% 1.24 1.78 : 3.12 1.72
FY 0372007 412 384 385!
* Pisnissmo and Premier have been sold as D-spec products since Mearch 2006,

Bevei Fiair have been sold as D-spec produds since Decembaer 2008,
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Japan Tobacco Inc. Clinical development (as of February 8, 2007)

Code

Stage

[ndication

M echanism_

Charactenstics

Rights

PTT-705
(oral)

Phasel(JPFN)

Dydipidentia

CETP inhibitor

Decreases LDL and increases HDL by
inhibiti on of CETP
-CETP.Cholesteryl Ester Transfar
Protein, facilitates transfer of
cholesteryl ester from HDL to LDL
-HDL:High density lipoprotein, Good
Cholesterol

-LDL: Low density lipoprotein, Bad
Chol esterol

Roche (Swtzerland)
obtains the rights to
develop and
commeraalize this
compound wortdwa de,
with the exception of
Japan.

PUTT-130
(ord)

Phase2(JFN)
Phase{Overseas)

Hyperhipidemia

MTP inhibitor

Treatment ofhyperlipiderua by
reducing absorpiton of cholesterol and
wiglycende wainhibiticin of MTP
MTP.Microsomal Trglycende Transfer
Protein

HTK-303
(ord)

Phasel(JPN)

HIV

Integrase inhibitor

Integrase inhibitor which works by
blocking integrase, an enzyme that is
involved in the replicaion of HIV
(HIV:Human Immunodeficiency Virus)

Gilead Sciences (U.8)
obtains the rights to
develop and
commeraalize this
compound worldwide,
wath the exception of
Japan.

PTT-302
(oral)

Phasel(Overseas)

Dydipidemia

CETP inhibitor

Decreases LDL and increases HDL by
inhibition of CETP
-CETP.Cholestery! Ester Transfer
Protein, facilitates transfer of
cholesteryl ester from HDL to LDL
-HDL:High density lipoprotein, Good
Chol esterol

-LDL: Low density lipoproteins, Bad
Cholestero!

JTT-305
(ord)

Phase(JFPN)
Phasel(Overseas)

Osteoporosis

CaSR antagonist

Increases BMD and decreases new
vertebral fractures by acceleraing
endogenous PTH secretion wa
antagonism of drculating Ca on CaSR
in parahyroid cells

-BMD. Bone Mineral Density

-PTH: Parathyroid Hermone

-CaSR: Cddum-Sensing Receptor

UTT-551
(ord)

Phasel(JPN)
Phasel(Overseas)

[Type 2 diabetes mellitus

PTPIB inhibiter

Decreases blood glucose by enhancing
insulin signal via ichibitton of PTPLB.
-PTP1 B: Protein Tyrosine Phosphatase
1B This enzyme negaively regulates
insulin signaling pathway.

JTT-552
(ord)

Phasel (JFN)

Hyperuncemia

URAT1 {Urate
Transporter 1)
inhibit or

Decreases serum urdt concentration by
mncreasing unnay urae excretion via
inhibition of URATI.

-URAT 1. Urate Transporter 1

Changes from the previous announcement on October 31, 2006
Roche (Switzerland) obtained the rights to develop and commercialize JTT-705 in Korea.
JTT-305 advanced from phasz| to phase2 in Japan.
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Business Report for the nine-month period ended December 31, 2006

<A Message from Management>

Last year had a special meaning for JT in that JT started the medium -term management plan “JT2008.”

While JT was confronted with the increased tobacco excise taxes in July 2006, when JT2008 has just
staried, JT could get through the difficult time.

Also, JT announced on December 15 that JT had reached an agreement with the U.K.-based tobacco
company, Gallaher Group Plc (Gallaher), regarding a cash offer for the entire issued and to be issued share
capital of Gallaher, which is in line with JT's goal to make the company a wholly-owned subsidiary.

Gallaher is the world’s fifth largest tobacco company which was founded in 1857.

Accomplishing the cash offer, JT is able to increase its corporate value through the sustainable growth as
aunited group with the Gallaher’s management and employees.

The year 2007 is the second year of JT2008 where JT enters the crucial year by means of the
accomplishment of the medium-term management plan.

JT is prepared to put forth strong efforts to overcome the current challenges in the market.

Overview of the financial results for the nine-month period ended December 31, 2006

For the nine-month period ended December 31, 2006, both net sales and net profits were increased as can
be seen in the Table 1.

As for the net sales by business segments, net sales in the domestic tobacco business were decreased
primarily due to the large decrease in the sales volume compared with the corresponding figure for the
previous year accompanying the increased tobacco excise taxes in July 2006.

Net sales in the intemnational tobacco business were increased due to the increase in the sales volume of
Global Flagship Brand, such as Camel, Winston, Mild Seven and Salem, hereinafter “GFB™.

Net sales in the pharmaceutical business were decreased primarily due to the reduction of the lump-sum
income.

Net sales in the foods business were increased due to the expension of vending machine sales channels
and the steady sales growth of “Roots,” in the beverage business and the expansion of operating scale n the
processed foods business, primarily in the frozen processed foods and chilled processed foods’ divisions.

Net sales excluding taxes for the nine-month period ended December 31, 2006 were 1,563.1 billion yen,
increased by 31.5 billion yen compared with the corresponding figure for the same period in the previous
year.

Operating income was 273.4 billion yen, increased by 21.6 billion yen compared with the corresponding
figure for the same period in the previous year, through, primarily due to an increase in unit prices
following the amendment of retail price and cost reduction in the domestic tobacco business and profit
growth in the intemational tobacco business,

Recurring profit reached 276.0 billion yen, an increase of 32.4 billion yen compared with the
corresponding figure for the same period in the previous year, primarily due to the improvement of foreign
exchange gains or losses.

Net income was 193.4 billion yen, an increase of 29.4 billion yen compared with the corresponding
figure for the same period in the previous year, primarily due to a decrease in losses achieved from sales of
company assets including equipment, manufacturing plants, properties, etc. Thus, profit is keeping on
increasing.




(Table 1) Consolidated financial results for the nine-month period ended December 31, 2006
(Billions of yen unless specifically stated otherwise)

Nine-month period ended | Nine-month period ended Increase/Decrease
December 31, 2005 December 31, 2006
Sales (Tax ncluded) 3,550.3 3,637.4 87.1
[ Sales (Tax excluded) 1,531.5 1,563.1 31.5
EBITDA 345.7 371.1 25.3
Operating income 251.8 273.4 21.6
Recurring profit 243.5 276.0 324
Net income 164.0 193.4 294

* EBITDA=Operating income + depreciation and amortization

<Review of operation>

Domestic Tobacco

In the domestic tobacco business, domestic aggregate demand and sales volume for JT products were
decreased following the increased taxes in July 2006. Asthe Chart 1 shows, the gap of decreasing ratio
compared with the comresponding figure for the same period m the previous year is expanded to some

extent, primarily due to the fact that the environment surrounding smoking is geiting more severe.
JT implemented various activities for increasing the brand value; JT changed the package design of Mild

Seven, the main brand, and expanded the sales area of Cabin products to nationwide.

As the Chart 2 shows, the market share trend for the three-month term ended December 2006 is
favorable thanks to the contribution of Mild Seven, compared with the corresponding figure for the
three-month term ended September 2006.

(Chart 1) Domestic aggregate demand and sales volume for JT products
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(Chart 2) Domestic share of JT products*

* New basis = JT’s origmal products + JTI’s domestic products {Camel, Winston, Salem, etc.)
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*New basis = JT original products + JTI products for the Japan market (Camel, Winston, Salem, etc.)

International Tobacco
Total sales volume for the term from January to September 2006 in the international tobacco business
was increased by 9.0% compared with the corresponding figure for the same period in the previous year,
primarily due to the favorable trend in the GFB, on which the JT Group is focusing for profit growth,
GFB sates volume increased by 11.2% compared with the corresponding figure for the same period in
the previous year, primarily due to due to an increase in sales of “Camel” in Italy and France,
“Winston” in Spain, Russia, Iran, Turkey, Ukraine and Italy and “Mild Seven” in Taiwan and Russia.

{Chart 3) Sales volume in the international tobacco business
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Pharmaceuticals

With respect to the pharmaceutical business, JT has been increasing efforts to maximize business value
in atimely and efficient manner, to position the business division as a driving force for future growth.
JT’s pharmaceutical business has been firmly focused on advancing its clinical compounds to the higher
stages of clinical study, and further enhancing its R&D pipeline, while seeking out strategic opportunities
for the licensing in and out of its products.

Net sales in the pharmaceutical business were decreased primarily due to the reduction of the lump-sum
income.

As for the pipeline, JTT-305, anti-osteoporosis drug advanced the clinical stage in to the second stage,
which is in line with the business target of JT2008.

Clinical development (as of February 8, 2007)

Code

Stage

Indication

Characterigtics

Rights

JTT-705
(oral)

Phase 1(JPN)

Dyshipidemia

Decreases LDL and increases HDL by
inhibition of CETP

-CETP:Cholesteryl  Ester  Transfer
Protein, facilitates transfer of cholesteryl
ester from HDL te LDL

-HDL:High density lipoprotein, Good
Cholestero}

-LDL Low density
Cholesterol

lipoprotein, Bad

Roche (Switzerland)
obtains the rights to
develop and
commercialize this
compound
worldwide, with the
exception of Japan.

JTT-130
(oral)

Phase2(JPIV)
Phase2(Overseas)

Hyperlipidemia

Treatnent of hyperlipidemia by reducing
absorpiton of cholesterol and triglycenide
via inhibitiomn of MTP

MTP:Microsomal Triglyceride Transfer
Protem

JITK-303
(oral)

Phase1(JPN)

Integrase nhibitor which works by
blocking integrase, an enzyme that is
involved in the replication of HIV
(HIV:Human Immuncdeficiency Virus)

Gilead Sciences
(U.8) obtains the
rights to develop and
commercialize  this
compound
worldwide, with the
exception of Japan.

JTT-302
(oral)

Phase1(Overseas)

Dyslipidemia

Decreases LDL and increases HDL by
inhibition of CETP

-CETP:Cholesteryl  Ester  Transfer
Protem, facilitates transfer of cholestery!
ester from HDL to LDL

-HDL:High density lipoprotein, Good
Cholesterol
-LDL:Low density
Cholesterol

lipoprotem, Bad

JTT-305
(oral)

Phase2(JPN)
Phasel(Cverseas)

Osteoporosis

Increases BMD and decreases new
verlebral fractures by accelerating
endogenous  PTH  secretion  via
antagonism of cireutating Ca on CaSR in
parathyroid cells

-BMD: Bone Mineral Density

-PTH: Parathyroid Hormone

-CaSR: Calcium-Sensing Receptor

JTT-551
(oral)

Phase 1(JPN)
Phase1(Overseas)

Type 2 diabetes
mellitus

Decreases blood glucose by enhancing
insulm signal via inhibition of PTP1B
-PTP1B:Protein Tyrosine Phosphatase
1B This enzyme negatively regulates
insulin signaling pathway.

JTT-552
(oral)

Phase1(JPN)

Hyperuricermnia

Decreases serum urate concentration by
increasing  urinary urate excretion via
inhibition of URAT]1.

-URAT 1: Urate Transporter i
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Foods

Net sales and net income in the foods business were increased, due to the expansion of vending machine
sales channels and the steady rise in sales of “Roots™ in the beverage business, and the expansion of
operating scale in the processed foods business, primarily in the frozen processed foods and chilled
processed foods’ divisions.

<QOutlook for the fiscal year ending March 31, 2007>
Forecasts of EBITDA, operating income, recurring profit and net income are revised upward for the year
ending March 2007 compared with the initial forecasts, primarily due to the fact that net profit for the

domestic tobacco business is revised upward resulting from the increased unit prices accompanying

increased taxes. Revised forecasts are record high, if accomplished.

Full-tenn forecasts for FY 3/2007

illions of ven unless specifically stated otherwise)

FY 3/2006(A) FY 3/2007(B) FY 3/2007(C) Increase/Decrease | Increase/Decrease
(Actual results) | (Forecastyagof | (Forecasts asof (C-B) (C-A)
October 2006) | February 2007)
Sales including taxes 4,637.6 4,770.0 4,740.0 -30.0 102.3
EBITDA 433.3 444.0 452.0 8.0 18.6
Operating income 306.9 308.0 318.0 10.0 11.0
Recurring profit 2978 3100 298.0 -12.0 0.1
Net income 201.5 206.0 202.0 4.0 0.4

* EBITDA=0Operatngincome + depreciaton and amortization

NOTE REGARDING FORWARD-LOOKING STATEMENTS

This material contains forward-looking statements about our industry, business, plans and objectives, financial
condition and results of operations that are based on our current expectations, assumptions, estimates and
projections. These statements discuss future expectations, identify strategies, discuss market trends, contain
projecti ons of results of operations or of our financial condition, or state other forward-looking information,
These forward-looking statetnents are subject to various known and unknown risks, uncertainties and other
factors that could cause our actual results to differ materially from those suggested by any forward-looking
statement. We assume no duty or obligation to update any forward-1ooking statement or 1o advise of any
change in the assumptions and factors on which they are based.
Risks, uncertainties or other factors that could cause actual results to differ materially from those expressedin

any forward-looking statement include, without limitation:
health concems relating to the use of tobacco products;,

legal or regulatory developments and changes, induding, without limitation, tax increases and

1)
@)

restrictions on the sale, marketing and usage of tobacco products, and govemmental investigations
and privately imposed smoking restrictions;

3)
@)
¢)
®)
™)
(8)
®

litigation in Japan and elsewhere;
our ability to further diversify our business beyond the domestic and intenational tobacco industry;
our ability to successfully expand internationally and make investments outside of Japan;
competition and changing consumer preferences;

the impact of any acquisitions or similar transactions;
tocal and global economic conditions; and
fluctuations in foreign exchange rates and the costs of raw materials.




CONSOLIDATED BALANCE SHEETS
Japan Tobacco Inc. and Consdlidated Subsidiaries
as of March 31, 2006 and as of December 31, 2006

* Tha sign " A " indicates a credit balance.
This alsc means decrease for a deltt balance (increase for a cradit balance) where used in “Increase/Decrease” Column

Millions of yen
as of March 3i,  as of December 31, Increase /
2006 2000 Decrease
ASSETS

CURRENT ASSETS: 1,608,154 2,014,920 406,766
FIXED ASSETS: 1,429,180 1,390,577 A 38,603
Property, plant and equipment: 596,544 596,157 A 386
Buildings and structures 238,049 228947 A 9102
Machinery, equipment and vehicles 144,604 138,688 A 5916
Land 138,671 132,359 A6312
Other 75,217 96,162 20,944
Intangible assets: 579,519 549,448 A 30,070
Goodwill 355,183 357485 2,302
Trademarks 190,587 163,057 A 27,529
Other 33,748 28,905 A 4842
Investiments and other assets: 253,117 244971 N B,145
DEFERRED ASSETS 44 23 A20
TOTAL ASSETS 3,037,378 3,405,521 368,142




CONSOLIDATED BALANCE SHEETS
Japan Tobaceo Inc. and Consolidated Subsidiaries
as of March 31, 2006 and as of December 31, 2006

* The sign " A "indicates a debtt balance.
This also means decrease por a credit balance (increase for a debit balance) where used in “increase/Decrease " Column

Millions of yen
as of March 31,  as of December 31, Increase /
2000 2000 Decrease
LIABILITIES
CURRENT LIABILITIES: 626,355 880,010 253,635
NON-CURRENT LIABILITIES: 590,950 530,687 A 60,263
TOTAL LIABILITIES 1,217,305 1,410,697 193,392
MINORITY INTEREST'S: .
MINORITY INTERESTS 57,561 - A 57,561
SHAREHOLDERS' EQUITY:
COMMON STOCK 100,000 - A 100,000
CAFITAL SURFLUS 736,400 - A 736,400
RETAINED EARNINGS 972,511 - A9 511
NET UNREALIZED GAINS
ON INVESTMENT SECURITIES 35,531 - A 35531
FOREIGN CURRENCY TRANSLATION
ADJUSTMENTS A 7,353 - 7,353
TREASURY STOCK A 74,578 - 74,578
TOTAL SHAREHOLDERS' EQUITY 1,762,511 - A 1,762 511
TOTAL LIABILITIES, MINORITY INTERESTS
AND SHAREHOLDERS' EQUITY 3,037,378 - A 3037378
NET ASSETS
SHAREHOLDERS' EQUITY: - 1,893,134 1,893,134
VALUATION AND TRANSLATION
ADJUSTMENTS: - 37,882 37882
MINORITY INTERESTS - 63,806 63,806
TOTAL NET ASSETS - 1994823 1,994,823
TOTAL LIABILITIES AND NET ASSETS - 3,405,521 3,405,521




CONSOLIDATED STATEMENTS OF INCOME
Japan Tobacco Ine. and Consolidated Substdiarias
Jor the nine-rnovth periods ended December 31, 2005 and 2006 and for the pear ended March 31, 2006

* The sign " A "indic ates dacrease.

Mllions of yen
For the nine-morth period ended /a5 /- For the year
December 31, December 31, March 34,
2005 2006 2006
NET SALES 3,550,368 3,637,470 g7,101 4,637 657
COST OF SALES 2853 342 2,930,596 71254 3734073
GROSS PROFIT 697,026 706,873 9,846 903,583
SELLING, GENERAL
AND ADMINISTRATIVE EXPENSES 445,176 433413 A 11,762 596,636
OPERATING INCOME 251,849 273459 21,609 306,946
NON-OPERATING INCOME: 1,219 17,425 10,205 12,655
NON-QPERATING EXPENSES: 15,511 14853 A 653 21,759
RECURRING PROFIT 243,558 276,026 32,468 297,842
EXTRAORDINARY PROFIT: 46,527 41,048 Asam 65,453
EXTRAORDINARY LOSS: 35910 13,241 A 22,668 62,302
INCOME BEFORE INCOME TAXES
AND MINORITY INTERESTS 254,174 303,833 49,659 300,993
INCOME TAXES-CURRENT 86,210 106,533 20,323 49,686
INCOME TAXES-DEFERRED - . - 45,200
MINORITY INTERESTS 3,938 3813 L1124 4,555
NET INCOME 164,025 193 485 29,460 201,542
CONSOLIDATED STATEMENTS OF CASH FLOWS
Japan Tebacce Inc, and Consolidated Subsidiaries
Jor the nine-month perieds ended Decomber 31, 2005 and 2000 and jor the year ended March 31, 2006
¥ The sign " A " indicates decrease, unless specifically stated otherwise.
Millions ofyen
] . Increase/ For the year
For the mine-month period ended Decreasa ended
December 31, December 31, March 31,
2005 2006 2006
Net cash provided by operating activities
124,224 349,869 225,644 150,342
Net cash provided by (used in)
investing activities
A 91,753 20378 112,132 A 26357
Net cash used in financing activities
A 41,447 A 29,400 12,046 A 48,134
Foreign currency translation adjustments
on rash and cash egunivalents
8,576 3,033 A 5543 15,104
Net increase (decrease)
in cash and cash equivalents
A 398 343 830 344219 91,054
Cash and cash equivalents, beginning of period
829,087 920,141 91,054 829,087
Cash and cash equivalents, end of period
828,683 1,264,022 435333 920,141




JAPAN TOBACCO INC,
2-1, Toranomaon 2-chome, Minato-ha
Tehyn 103-0422 IAPAN
Phone;01-3382-31 tH
Contact: Yukiko Seto
General Manager
Media and Investor Relations Division
Japan Tobacco Inc.

Tokyo: +81-3-5572-4292

FOR IMMEDIATE RELEASE

JT Reports International Tobacco Business Results for
January - December 2006

Tokyo, February 8, 2007 — Japan Tobacco Inc. (JT) (TSE: 2914) announced today its
intemational tobacco business results for the twelve-month period between January 1 and
December 31, 2006.

In the full year that ended December 31, 2006, JT Intemnational (JTI), JT’s international
tobacco business subsidiary, maintained its growth momentum. Despite the transfer of JTI
products in the Japan market to JT in May 2005, the total sales volume increased 9.0 percent
to 240.1 billion cigarettes, and Global Flagship Brand (GFB)' sales volume increased 11.4
percent to 149.1 billion cigarettes, compared to the previous year.

The gain in GFB sales volume was driven mainly by Camel in Italy and France; Winston in
Russia, Spain, Iran, Turkey and Ukraine; and Mild Seven in Russia.

Net sales’ including tax increased 9.3 percent to US$8.590 billion, and net sales excluding
tax amounted to US$4.729 billion, an increase of 11.1 percent from the previous year. Net
sales per thousand cigarettes, excluding tax, rose 1.9 percent to US$19.7 despite the impact
of higher excise taxes in Spain, and the growing importance of emerging markets.

! GFB: Global Flagship Brands include Camel, Winston, Mild Seven, and Salem.
? Beginning 2006, JTI adopted US GAAP standards in relation to trade allowance and discount classification.
Last year’s sales figures were adjusted for comparison purposes,
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Quarterly and full fiscal year sales results®
(2006 October-December and total results are preliminary)

2005 Results 2006 Preliminary Results
Jan- | Apr- | Jul- | Oct- Jan- | Apr- { Jul- | Oct-
Mar | Jun Sep | Dec Total Mar | Jun Sep | Dec Total
Total sales volume
. . 49.0 | 55.6 | 59.0 | 56.8 | 2203 | 52.1 | 61.6 | 64.5 | 61.9 | 240.1
(billions of cigarettes)
GFB sales volume | 305 | 350 { 34.9 | 3.6 | 133.8] 324 | 378 | 40.1 | 388 | 1491
(billions of cigarettes)
Net sales, including
tax 1,849 | 1,999 | 2,072 | 1,936 | 7,856} 1,860 | 2,187 | 2,359 | 2,184 | 8,590
(millions of US3)
Net sales, excluding
tax 988 | 1,079 | 1,133 ] 1,057 | 4,257 | 1,018 | 1,197 ( 1,311 | 1,204 | 4,729
(millions of USY)
Net sales per
thousand cigarettes, | 4, | 194 | 192 | 186 | 193 | 195 | 194 | 203 | 194 | 197
excluding tax
UsP
GFB sales results {Units: billions of cigarettes)
2006
2005 Results Preliminary Change
Results
Camel 35.2 354 0.6%
Winston 76.4 93.9 22.9%
Mild Seven 17.5 17.5 0.2%
Salem 4.8 23 -51.9%
Regional sales results (Units:_billions of cigarettes)
2006
2005 Results Prelim inary Change
Results
Europe 39.2 44.1 12.7%
Americas 9.3 8.8 -5.4%
Asia 33.5 29.1 -13.2%
CIS, Middle East Africa, etc. 138.3 158.0 14.3%
Hitt

Japan Tobacco Inc. is the world's third largest internagional memyfacturer of tobacco prodicts. The
company mamifactures internationally recognized cigarette bremds including Camel, Winston, Mild
Seven and Salem. Since its privatization in 1985, JT has actively diversified its operations into
pharmacewticals and foods. The companys net sales were ¥4.637 trillion in the fiscal year ended
Mach 31, 2006.

? Beginning 2006, J'TI adopted US GAAP standards in relation to trade allowance and discount classification.
Last year’s sales figures were adjusted for comparison purposes.
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Japan Tobacco Inc./3T International
International Tobacco Business Results
for 2006 (unaudited)

February 9th, 2007
Tokyo, Japan

Forward-Looking and Cautionary Statements

This presentation contains farward-looking staterments about our ingustry, business,
plans and objectives, financial conditions and results of operations based on current
expectations, assumptions, estimatas and projections. These statements discuss
future expectations, identify strategies, discuss market trends, contain projections of
operational results and financial condition and state other forward-looking inform ation.
These forward-looking statements are subject to various known and unknown risks,
uncertainties and other factors that could cause our actual results to differ from those
suggested by any forward-ocking statement. We assume no duty or abligation to
update any forward-looking statement or to advise of any change in the assumptions
and factors on which they are based. Risks, uncertainties or other factors that could
cause actual results to differ materially from those expressed in any forward-looking
statement include, without limitation:

1}  health concerns relating to the use of tobacco products;

?)  legal or regulatory developments and changes; including, without limitation, tax
increases and restrictions on the sale, marketing and usage of tobacco products,
and governmental investigations and privately imposed smoking restrictions;

3)  litigation in Japan and elsewhern;

4} our ability to further diversify our business beyond the tobacca industry;

5) ?ur ability to successfully expand internationally and make investments outside of

apan;

6} competition and changing consumer preferences;

7)  the impact of any acquisitions or similar transactions;

¢} local and global economic conditions, and

9)  fluctuations in foreign exchange rates and the costs of raw materials.




Jean-Frangois Leroux

Senior Vice President
Finance, Information Technology and CFO

- Financial Overview -
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Summary m

Continued Industry lead!ng growtll
Dou ble dlgll:s for each kay performance ind Icator

O Total Volume up 10.4%"
O Global Flagship Brand {GFB) Volume up 13.6%"
L} Net Sales after tax up 11.19%"

T EBITDA up 17.8%™"

* Like-for-like 2006 vs, 2005

~ In this presentation, EBITDA is before
royalty payment to JT




sSummary - Full Year Resuits (like-for-like) Jn
(billion cigarettes)
1 2005 [ 2006 Change
volum e | 2175 T 2401 226 | i0.4%
[ GFE volume | =iz | 1491 17.9 | 13.6%
(US$million
Net Sales aftar tax* 4,256 4,729 473 11.1%
EBITD A 925 1,090 165 17.6%
*200% Mot Sales aftar tan restated based on 2006 US GAAR, JTT Net Sales are histoncally reported exchuding Japan for )
eon solidaton purpose s
Like-for-like: B
. Exmdlngmpmductf m!d}in\.}a
« Alt furthor. shides In'Ehis pre: (Pt
. unless athemfsemted
s
Growth Drivers - Yolume Evolution m

2002 2003 2004 2005 2006

|u GFB Volume 1 Other Brands Volume ]

O Contnued strong and balanced volume growth
O Global Flagship Brands {GFB) reaching 62% of total volume




Growth Drivers - GFB Volume m

GFE Yoluma growth in 2006 GFE Yoluma growth by gRography in 2008
[LL0]
135
Total GFE 14
FL ) 3 — L
Winaton i !.!wpgAMrtﬂ i
1RE ¢ ————e a -
Camal LTS
148 c1 A
Mid Savan o Pthara
136
Salam Case=
1.
2008 2008

Q Wwinston volume passed 90 Bn
O CIS & Others Region and Europe drive GFB volume growth

Growth Drivers - Net Sales m
Net Salos per "000 at actual FX rates 2006 Nat 5aks contribution & grwth v& 2005
104 19.8 19.7
132 1 ] i |
o ;
15.8 P
+2 %
Amarkas
-a %
sy
+1%
CI5 &
y Othars
2002 203 2004 2oos* 2006* +23%

"Restated based on 2006 LS GAAP

O Limited Net Sales per thousand growth due to increased price
competitiveness

O Europe Net Sales growth impacted by Spain




Growth Drivers - GFB Net Sales Ju

GFR Met Salas growth in 2008 GFB Next Salme growth by pmography in 20056
(indemd 2005=100)

s ~—
Tocal are 1%
Asia  Amercad
- ey —— -
Winaton 3%
camal -g'.E wi eI
Mild Sow an [ a% ‘oo
Burope CISA
Saler =11% Others
”» =

WS 1006

i ——— R T nig

QO Winston driving GFB Net Sales growth; Camel impacted by Spain
Q All reglons contributed to GFB Net Sales increase

Growth Drivers — Core Markels Net Sales i

(USsr} Hat Balas Grawih by cora markot i 2006

4,800

4,700

4,600

4,500

if

T - . 3
Ararce l r ;I Canade Ncriinve
Hpmin Dely

4,100 " i N i i " " . -
2008 2006

QO Core markets driving ITI Net Sales
Q Spain downside fully compensated within Europe

e e




Managing Growth - Emerging vs. Mature* Markets m

EBIT DA Growth in 3008

Yolus Growth in 2006 (nder 3008 = 105}

[Bm)
tat []

L 2 s
1% 4
a9
311 WY
- us
7y

wate

2005 2006 2005 2006

TETTTT T T

0O Volume and EBITDA growth mainiy driven by emerging markets
O Mature markets without Spain contributing to EBITDA growth

*Emarging and matura markets d assification in lina with the World Bank dafinition.

Managing Growth - EBITDA Roadmap Ll
EBITDA Grawth driver EBITDA Grawth drivar
(3 by alemant in 2000 (st by paography in 2008
100 1.100
I Amis [y
Priom/ ) S S — L.~ |
bt oS Hix Coat 1,050 : | Armaricas
Laca 1000 [
e et o
(1 : ’ o ocheny
bl ¢ oo 1 !uw;
e . . . 50
2005 2006 2008 2008

.

O Volume growth is driving profiability growth

Q Investments to strengthen organization to adequately support
expanding operations

PRI N i - e .




Managing Growth - Cansistent Core Strategies yri

Continued to:

o

Strengthen GFB equity

o

Lleverage & deploy brand portfolio

]

Improve impact at point of safe

C

Concentrate on core markets
U4 Reduce cost base while delivering quality products
J  Aim for the highest standard of corporate responsibility

0 Invest in talent

Consistency - EBITDA Margin'’ Evolution L
3
53‘
L
L
L5 9
4
s \ X
) :
2900 o zo0m -1 k] 2004 o0s™ 2006
Continuous improvement
n EBITDA Margin = EBITDA f Nat Sales sftar tan
A Growth pattrn impactrd by the dhange v 2006 LS GAAP per 1 January 2006 1a




Consistency — EBITDA Growth

EBITDA (US$ milllon)

D25

2000 2001 2002

al

2003 2004 2005

e

2006

Passing USD 1 Billion EBITDA

14

Appendix
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Fiiee Ukraine i
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Regional base

SOM Data France tnd Spam based on distribution to trade, SOM Detr Canada based on internal estimate 1.
S0M Daa far Iran not svadadh. Alfotier SOM Dar provichd by AC Wielsen.

Sources:




Appendix - France, Spain & Italy m

S50M parformance Combinad financial parformanca (1003%100)
nGFR mOther Brands LEIEBITA indux —4—Nuz Sal08 por ‘00D index
8% FEXTY i 208
161% . 114% = 178
%l .., ] — i _
T ‘ e -— ]
. v r 150
5" - .
= 138
. At
E e e o HERUESUUIE S S e ' 100
03 D4 0% 0B 03 04 OoF DS b% 04 0% 05 1003 2004 2008 2008
France Spaim Ttaly

20085 Mt Sales data adjssted for 2006 GAND

O Steady GFB Share of Market growth In all key markets
O Despite Spain events, 2006 EBITA 1.5 times 2003 EBITA
O EBITA CAGR* 2003-2006 is 10%

TR R i L LY
*CAGR = Compound Annual Growth Rate \7
Appendix - Russia & Ukraine Jn
SOM puformance Combined financial parformance {2605=100)
DGFE g Othar Brands I EBTTA indax —8— Nat Salas par ‘000 index
0% (1]
15% g ¥ 500
400
10%%
[_ r 300
5% .
100
" ol
e * + : L - 100
D03 2004 2005 2008

2005 Mat Sales data adjusted for 2006 GAAP

Q Strong international brand portfolio captures up-trading trends
0O Steady net sales per thousand improvement
O EBITA CAGR* 2003-2006 Is 50%

i S R T DRI PP B T

*CAGR w Compound Annual Growth Rate

P —— — .




Appendix - Turkey & Iran o

30H parorance Combinad financial parformanca ( 2003= 100)

Cars Bother Erands EJEBITA indux =9~ Nat 53| b par ‘000 indax
40% BO0
so% % 500
400
0%
10.9% 300
N/A -

10% K H

N 11— 0
A

o T r v v - - T T ¥ \ 4 + I v T = 100

oy od o3 o8 o3 Ol os o8 200% W04 2005 008

Turhey Irem 2005 M Sales data adjusted for 2006 GAAR

O GFB lead twrnaround to growth in Turkey

O Leadership position as #1 international tobacco company in Iran
further expanded

O EBITA CAGR* 2003-2006 Is 53%

*CAGR = Compound Anpual Growth Rate

Appendix - Canada i
S50M parfarmance Canada financial parformance ( 2003w 100)
DGFS M Othar Brands E"BERTTA indax —4—Nat Salea par '000 index
15% - 150
12.2%

10% pe 100
B | ] .
L

o3 od og e 003 1004 2005 2008
D00 Nax Salas data ddjusted for 2006 GRAP

QO Strong Export A growing premium segment share
Q EBITA down due to growth of value segment

“CAGR & Compound nual Growth Rate 20
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Appendix - Taiwan, Malaysia & l{orea

SOM parforranca
OGFB BOthar Erande

Combinad financs | parformance [ 2003w 100 )
ETNERITA indeoc 4= Nat 52 1laa par ‘D00 Index

Y 140
A% 4 21.3%
M-HF ' '
| —
205 | i .‘ —_1&3% ] 120
10% 1 ﬂ 24% ol i
o T ' pumsnay T .—‘ & + + . 100
o3 04 DE OB ok b4 05 o8 O3 04 05 b8 1008 2004 2005 2008
Taiwan Malaysia Kerea 2005 Nt Sales dats adjusted for 2006 GOAD
O SOM continued to grow in Taiwan; SOM stabilized in Korea
O Malaysia continues to be impacted by market dynamics
O EBITA CAGR* 2003 - 2006 Is 6%

Lheagl ko s,

*CAGR = Compound Annual Growth Rata

zZ1




JAPAN TOBACQCO INC.

24, Toranumun 2-Chame, Minalo-ku
Tekyo 105-8422 JAPAN
Phone:23-31382-511 )

Contact: Yukiko Seto Philip Gawith / Suzanne Bartch /
General Manager Peter Ogden
Media and Investor Relations Division (PR adviser to JT)
Japan Tobacco Inc. The Maitland Consultancy
Tokyo: +81-3-5572-4292 London: +44-20-7379-5151

JT Updates Progress of Competition Clearance
for Gallaher Acquisition

Tokyo, March 6, 2007 — Japan Tobacco Inc. (JT) (TSE: 2914) updated today the
progress of competition clearances in relation to its proposed acquisition of Gallaher
Group Plc (Gallaher) (LSE: GLH.L).

In addition to the unconditional clearance by the EU, announced on February 21, Russia
(The Federal Antimonopoly Service) and South Africa (The Competition Comnussion)
have approved JT’s proposed acquisition of Gallaher without any conditions.

The Court meeting and Gallaher’s extraordinary general meeting of shareholders to
approve the scheme are both scheduled to be held on March 9, 2007, and JT expects the
scheme of arrangement to become effective on April 18, 2007, subject to the satisfaction
or waiver of any outstanding conditions.

Japan Tobacco Inc. is the world's third lcrgest internationdd manyfacturer of tobacco products.
The company mamyfactures internationally recognized cigarette brands including Ceamel,
Winston, Mild Seven and Salem. Since iis privatization in 1985, JT has actively diversified its
operdations into pharmaceuticals and foods. The company’s net sales were ¥4.637 trillion in
the fiscal year ended March 31, 2006,

The distribution of this announcement in jurisdictions other than the United Kingdom may be restricted by the laws
of those jurisdictions and therefore persons into whose possession this announcement comes should inform
themselves about, and cbserve, any such restrictions. Failure to comply with any such restrictions may constitute a
violation of the securities laws of any such jurisdictions.
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Contact: Yukiko Seto Philip Gawith / Suzanne Bartch /
General Manager Peter Ogden
Media and Investor Relations Division (PR adviserto JT)
Japan Tobacco Inc. The Maitland Consultancy
Tokyo: +81-3-5572-4292 London: +44-20-7379-5151

Gallaher Shareholders Vote in Favor of
Recommended Cash Offer by JT

Tokyo, March 9, 2007 — Japan Tobacco Inc. (JT) (TSE: 2914) is pleased to announce
that the requisite majority of shareholders of Gallaher Group Plc (Gallaher) (LSE:
GLH.L) approved JT’s proposed acquisition of Gallaher at the Court Meeting held in
London earlier today. Following the Court Meeting, Gallaher shareholders also voted
in favor of the implementation of the scheme of arangement at the Extraordinary
General Meeting,.

JT expects the scheme of arrangement to become effective on April 18, 2007, subject to
the satisfaction or waiver of any outstanding conditions which are set out in the Scheme
Document.

“I am delighted to see that Gallaher's shareholders have given the deal their
wholehearted support. Gallaher’s significant European footprint and presence in the
CIS region will further invigorate JT’s international tobacco business, already our
primary driving force,” said Hiroshi Kimura, President and CEO of JT. “I look
forward to completing the acquisition which represents another significant milestone for
JT after the acquisition of RJIR Intemational in 1999. Combining the strong brand
portfolio, expertise and dedicated workforces of JT and Gallaher will enhance our
position as a leading global company in the industry.”
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Japean Tobacco Inc. is the world's third largest international manyfacturer of tobacco products.
The company manyfactures internationally recognized cigarette brands including Camnel,
Winston, Mild Seven and Salem. Since its privatization in 1985, JT has actively diversified its
operdtions into pharmacewticals and foods. The company’ net sales were ¥4.637 trillion in
the fiscal year ended March 31, 2006,

The distribution of this announcemnent in jurisdictions other than the United Kingdom may be restricied by the laws
of those jurisdictions and therefore persons into whose possession this announcement comes should inform
themselves about, and observe, any such restrictions. Failure to comply with any such restrictions may constitute a
violation of the securities laws of any such jurisdictions.




