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Securities and Exchange Commission .
100 F. Street, N.E. MAR 0 62 / Section
Washi , D.C. 20549-0302 '
ashington ;,'g, % 83‘?; M FEB 29 Z0U8
Wi
Re:  Japan Tobacco Inc. (File No. 82-4362) aahiggt@on, oC

Information Furnished Pursuant to
Rule 12¢3-2 of the Securities Exchange Act of 1934

Ladies and Gentiemen:

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 Commission by this firm on behalf of the Company.

The information set forth herein is being furnished 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.
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United States Securities and Exchange Commission
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If you have any questions regarding this filing, please do not hesitate to call me at (202)
419-2409 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 us.

Sincerely yours,

HOLLAND & KNIGHT LLP

AU

Farfimd R Atavr -

#5162059_vl



ANNEX
INFORMATION DISTRIBUTED

JAPANESE LANGUAGE DOCUMENTS

(brief description of Japanese language documents listed below are set out in

EXHIBIT A hereto)
aog M

[No applicable information has been filed or distributed.] Mail ggee:gmg
Seation

FEB 24 2008

ENGLISH LANGUAGE DOCUMENTS
(English documents listed below are included in EXHIBIT B hereto) WEShlngton' oc
109

Consolidated Financial Results for the nine menths that ended December 31,
2007

Business Report for the nine months that ended December 31, 2007
Press Releases:
Date Title

1) 02/07/2008  JT Reports Consolidated Financial Results For the
(02/07/2008) Nine-Month Period that Ended December 31, 2007

2) 02/07/2008  JT Reports International Tobacco Business Results for
(02/07/2008) January-December 2007

3) 02/18/2008  JT to Transfer Stake in Frontier REIT Management to
(02/18/2008) Mitsui Fudosan

4) 02/21/2008  Gallaher to Make a Valuation Payment to Reynolds
(02/21/2008) Following the Termination of Joint Venture

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



EXHIBIT A

BRIEF DESCRIPTION OF JAPANESE LANGUAGE DOCUMENTS

[Not Applicable]



EXHIBIT B

ENGLISH DOCUMENTS

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



CONSOLIDATED FINANCIAL RESULTS
FOR THE NINE MONTHS THAT ENDED DECEMBER 31, 2007

T

February 7, 2008

Name of the Listed Company:
Listed Stock Exchanges:
URL:

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

http://www jti.co.jp/

Representative: Hiroshi Kimura, President, Chief Executive Officer and Representative Director
Contact: Masakazu Shimnizu, Chief Communications Officer
Telephone: (81)3-3582-3111

1). FINANCIAL RESULTS

Amounis are rounded down to the nearest I mitlion yen.

1. RESULTS FOR THE NINE MONTHS THAT ENDED DECEMBER 31, 2007 (From April 1, 2007 to December 31, 2007)

Those figures in "%" show increased/decreased ratio compared with the previous nine-month period that ended December 31, 2006.

T m—— Net Sales Operating Income Ordinary Income Net Income
Miltions of yen %| Millions of yen %| Millions of yen %| Millions of yen %
Nine months that ended
December 31, 2007 4,704,275 293 366,769 34.1 328,631 19.1 221,851 14.7
December 31, 2006 3,637,470 2.5 273,459 8.6 276,026 13.3 193 485 18.0
Year that ended March 31, 2007 4,769,387 - 331,991 - 312,044 - 210,772 -
o —————_________| NetIncome per Share | Dituted Net Incame per Share
yen yen
Nine months that ended
December 31, 2007 23,157.54
December 31, 2006 20,196.69
Year that ended March 31, 2007 22,001.10 -
2). FINANCIAL POSITION
Ratio of Net Assets
Total Assets Net Assets Equity Capital per Share
Mitlions of ven Millions of yen % yen
Nine months that ended
December 31, 2007 5,050,134 2,161,636 414 218,275.53
December 31, 2006 3,405,521 1,994,823 56,7 201,565.80
Year that ended March 31, 2007 3,364,663 2,024,615 58.3 204,617.68
3). CASH FLOW RESULTS
Cash Flow from Cash Flow from Cash Flow from Cash and Cash Equivalents,
Operating Activities Investing Activities Financing Activities End of the Periods
Millions of yen Millions of yen Millions of yen Millions of yen
Nine months that ended
December 31, 2007 207,696 (1,581,192) 420,257 259,943
December 31, 2006 349,869 20,378 (29,400} 1,264,022
Year that ended March 31, 2007 435,958 (149,692} (32,634) 1,179,522




2. FORECAST FOR BUSINESS RESULTS FOR THE YEAR ENDING MARCH 31, 2008 (From April 1, 2007 to March 31, 2008)
Those figures in "%* show increased/decreased ratio compared with the year that ended March 31, 2007.

Net Sales Operating Income Ordinary Income
Year ending Millions of yen %| Millions of yen %| Millions of yen %
March 31, 2008 6,410,000 4.4 422,000 27.1 363,000 16.3
Net Income Net Income per Share
Year ending Miltions of yen % yen
March 31, 2008 246,000 16.7 25,678.28

3. OTHERS
1). CHANGES IN THE SIGNIFICANT SUBSIDIARIES
(ACCOMPANYING CHANGES IN SCOPE OF THE CONSOLIDATION ): Applicable
New Consolidated Companies: 7
The Name of Companies: Gallaher Group Plc, Gallaher Ltd., Austria Tabak GmbH, Gallaher Capital Ltd.,
Gallaher Europe Finance, Harrigan Ltd.,
HABET Hande!s-Beteiligungsgesellschaft mbH & Co. KG Nahrungs- und GenuBmittel

2). ADOPTION OF SIMPLIFIED ACCOUNTING PROCEDURES: Applicable
JT applies simplified accounting procedures on income taxes and other accounts, based on accounting procedures for
semi-annual financial statements.

3). CHANGES IN ACCOUNTING POLICIES: None

Note:
1. Forecast for business results for the year ending March 31, 2008, released on Octeber 31, 2007, is revised as of February 7, 2008.
2. Revised forecast described above does not incorporate the impact of montization of goodwill related to the acquisition of Katokichi Co., Ltd.
or any impacts that may result from the recall related to the frozen processed foods business.
3. Forecast is based on the assumption judged to be reasonable es of the data of issuing this statement and the actual results may substantially
differ from the forecast above.



' CONSOLIDATED BALANCE SHEETS

Japan Tobacco Inc. and Consolidated Subsidiaries
as of March 31, 2007 and as of December 31, 2007

Millions of yen
as of March 31,  as of December 31,
o g Change

(ASSETS)

CURRENT ASSETS: 1,840,808 1,299,122 (541,685)
Cash and deposits 555,653 211,562 (344,090)
Trade notes and accounts receivable 149,384 354,960 205,576
Marketable securities 578,066 40,539 (537,527)
Inventories 417,276 554,202 136,925
Other current assets 141,966 141,336 (630)
Allowance for doubtful accounts (1,539) (3,478) (1,939)

FIXED ASSETS: 1,523,855 3,751,012 2,227,157

Property, plant and equipment: 600,435 722,208 121,772
Buildings and structures 229,019 263,282 34,263
Machinery, equipment and vehicles 152,900 213,690 60,789
Land 131,817 140,700 8,882
Other 86,698 104,535 17,837

Intangible assets: 542,880 2,725,228 2,182,347
Goodwill 360,681 2,051,819 1,691,137
Trademarks 154,980 634,416 479,435
Other 27,218 38,991 11,773

Investments and other assets: 380,538 303,575 (76,962)
Investment securities 262,616 138,398 (124,217)
Other assets 119,520 166,568 47,048
Allowance for doubtful accounts (1,230) (1,163) 66
Alowance for loss on investments (368) (227) 140

TOTAL ASSETS 3,364,663 5,050,134 1,685,471




' CONSOLIDATED BALANCE SHEETS

Japan Tobacco Inc. and Consolidated Subsidiaries
as of March 31, 2007 and as of December 31, 2007

Millions of yen
as of March 31,  as of December 31,
! o0, e Change

(LIABILITIES)

CURRENT LIABILITIES: 813,196 1,588,082 774,886
Trade notes and accounts payable 129,764 158,335 28,570
Short-term bank loans 53,706 422,443 368,737
Current portion of long-term borrowings 10,549 534 (10,015)
National tobacco excise taxes payable 134,573 288,537 153,964
National tobacco special excise taxes payable 21,991 23,578 1,586
Local tobacco excise taxes payable 181,374 193,932 12,557
Other allowances 31,309 22,787 (8,522)
Other current liabilities 249,925 477,933 228,008

NON-CURRENT LIABILITIES: 526,851 1,300,415 773,563
Bonds 150,000 703,622 553,622
Long-term borrowings 5,012 91,144 86,132
Liabilities for retirement benefits 282,377 297,657 15,280
Liabilities for retirement benefits for directors and

corporate auditors 1,017 642 (375)
Other non-current liabilities 88,443 207,347 118,904

TOTAL LIABILITIES 1,340,047 2,888,498 1,548,450

(NET ASSETS)

SHAREHOLDERS' EQUITY: 1,920,159 2,089,619 169,460
Common stock 100,000 100,000 -
Capital surplus 736,400 736,400 -
Retained eamings 1,158,337 1,327,797 169,460
Treasury stock (74,578) (74,578) -

VALUATION AND TRANSLATION

ADJUSTMENTS: 40,094 1,477 (38,617)
Net unrealized gains on investment securities 33,329 28,048 (5,280)
Net deferred gains on hedging instruments 14,580 493 (14,086)
Pension liability adjustment

of foreign consolidated subsidiaries (15,560) (15,079) 480
Foreign currency translation adjustments 7,745 (11,985) (19,730)

MINORITY INTERESTS 64,362 70,539 6,177
TOTAL NET ASSETS 2,024,615 2,161,636 137,020
TOTAL LIABILITIES AND NET ASSETS 3,364,663 5,050,134 1,685,471




. CONSOLIDATED STATEMENTS OF INCOME

Japan Tobacco Inc. and Consolidated Subsidiaries
For the nine months that ended December 31, 2006 and 2007 and for the year that ended March 31, 2007

Millions of yen
For the nine months For the year
that ended Change that ended
December 31,2006 December 31,2007 March 31,2007
NET SALES 3,637,470 4,704,275 1,066,805 4,769,387
COST OF SALES 2,930,596 3,821,389 890,792 3,844,768
GROSS PROFIT 706,873 882,886 176,013 924,619
SELLING, GENERAL
AND ADMINISTRATIVE EXPENSES 433,413 516,116 82,703 592,628
OPERATING INCOME 273,459 366,769 93,310 331,991
NON-OPERATING INCOME: 17,425 20,571 3,146 16,033
Interest income 6,808 10,314 3,506 10,384
Dividend income 1,497 3,409 1,911 1,718
Foreign exchange gain 5,730 - (5,730) -
Other 3,388 6,847 3,458 3,930
NON-OPERATING EXPENSES: 14,858 58,709 43,851 35,980
Interest expense 4,793 29,976 25,183 6,939
Foreign exchange loss - 16,306 16,306 14,464
Financial support for domestic leaf tobacco
growers 3,530 2,008 (1,521) 3,504
Periodic mutual assistance association cost 2,034 1,749 (285) 2,713
Other 4,499 8,667 4,168 8,357
ORDINARY INCOME 276,026 328,631 52,604 312,044
EXTRAORDINARY GAINS: 41,048 39,346 (1,702) 50,854
Gain on sales of property, plant and equipment 38,827 38,497 (330) 47,506
Other 2,221 849 (1,371) 3,348
EXTRAORDINARY LOSSES: 13,241 23,841 10,599 25,703
Loss on sale of property, plant and equipment 2,923 2,345 (578) 3,151
Loss on disposal of property, plant and equipment 4,310 4,271 (38) 10,402
Impairment loss 1,306 2,204 897 2,712
Write-down of investment securities - 6,935 6,935 -
Introduction costs for vending machines
with adult identification functions 1,693 6,734 5,041 5,746
Other 3,008 1,349 (1,658) 3,690
INCOME BEFORE INCOME TAXES AND
MINORITY INTERESTS 303,833 344,136 40,302 337,195
INCOME TAXES-CURRENT 106,533 116,832 10,298 84,480
INCOME TAXES-DEFERRED - - - 36,923
MINORITY INTERESTS 3,813 5,452 1,638 5,018
NET INCOME 193,485 221,851 28,365 210,772




_ CONSOLIDATED STATEMENTS OF CASH FLOWS
Japan Tobacco Inc. and Consolidated Subsidiaries
For the nine months that ended December 31, 2006 and 2007 and for the year that ended March 31, 2007

Millions of yen
For the nine months For the year
that ended Change that ended
December 31,2006 December 31,2007 March 31,2007
OPERATING ACTIVITIES:
Income before income taxes and minority interests 303,833 344,136 40,302 337,195
Depreciation and amortization 95,595 118,165 22,569 130,105
Impairment loss 1,306 2,204 897 2,712
Net gain on sale and disposal of property, plant and equipment (33,036) {34,690) (1,654) (39,284)
Amortization of goodwill 2,053 1,296 (756) 2,537
Write-down of investment securities - 6,935 6,935 -
Decrease in liabilities for retirement benefits (9,489) (8,385) 1,103 (21,163)
Interest income and dividend income (8,305) (13,724) (5,418) (12,103}
Interest expense 4,793 29,976 25,183 6,939
Increase in trade notes and accounts receivable (40,247 (26,669) 13,577 (9,476)
(Increase) decrease in inventorics (26,635) 17,306 43,941 (6,171)
Increase (decrease) in trade notes and accounts payable 4,119 {1,979} (6,098) (12,877)
Decrease in other payable (30,712) (42,850) (12,138) (22,087)
Increase (decrease) in tobacco excise taxes payable 191,392 (7,722) (199,115) 160,020
Other, net (54,930) (49,076) 5,853 (28,781)
Sub-total 399,736 334,921 (64,814} 487,566
Interest and dividend received 8,445 16,560 8,115 12,071
Interest paid (4,921) (31,808) (26,887) (6,493)
Income taxes paid (53,392} (111,977 (58,585) (57,185)
Net cash provided by operating activities 349,869 207,696 (142,172) 435,958
INVESTING ACTIVITIES:
Purchases of marketable securities (330,492) (20,516) - 309,975 (330,715)
Proceeds from sale and redemption of marketable securities 381,269 31721 (377,547) 386,189
Purchase of property, plant and equipment (69,084) (82,7127) (13,643) (96,717}
Proceeds from sale of property, plant and equipment 46,778 44,492 (2,286) 57,093
Purchase of intangible assets (6,276) (4,773) 1,503 (7,927)
Purchase of investment securities (1,601) {3,711} (2,110) (158,385)
Purchase of shares of newly consolidated subsidiaries,
net of cash acquired (4,049) (1,520967)  (1,516917) (4,085)
Proceeds from sale of shares of former consolidated
subsidiaries, net of cash held (387) - 387 {387)
Other, net 4,222 3,290 (932) 5,243
Net cash (used in} provided by investing activities 20,378 (1,581,192) {1,601,571) (149,692)
FINANCING ACTIVITIES:
Net increase in short-term bank loans 11,663 327,419 315,755 18,571
Proceeds from long-term borrowings - 80,000 80,000 -
Repayment of long-term borrowings (10,271) (91,212} {80,941) (19,840)
Proceeds from issue of bonds - 149,723 149,723 -
Proceeds from minority shareholders 4,927 - (4,927) 4,927
Dividends paid (34,488) (42,152) (7,664) (34,488)
Dividends paid to minority shareholders (1,004) (2,626) (1,621) (1,474)
Other, net (227) (893) {666) (330)
Net cash provided by (used in) financing activities (29,400) 420,257 449,658 (32,634)
EFFECT OF EXCHANGE RATE CHANGES ON CASH
AND CASH EQUIVALENTS 3,033 33,659 30,625 5,749
NET INCREASE (DECREASE} IN CASH AND
CASH EQUIVALENTS 343,880 (919,578) (1,263,459) 259,380
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 920,141 1,179,522 259,380 920,141
CASH AND CASH EQUIVALENTS, END OF PERIOD 1,264,022 159,943 (1,004,078) 1,179,522




SEGMENT INFORMATION

INDUSTRY SEGMENT

(For the nine months that ended December 31, 2006) _ Millions of yen
Domestic | International Pharmaceuticals Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporate

Sales

(1) Sales to customers 2,624,929 742,445 16,061 218,501 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 16,061 218,592 32,653 3,704,397 (66,927) 3,637,470

Operating expenses 2,459,992 689,404 43,448 211,936 25,882) 3,430,665 (66,654)] 3,364,010

Operating income (loss) 196,788 70,904 (7,387) 6,656 6,770 273,732 (272) 273,459

{For the nine months that ended December 31, 2007) . Millions of yen
Domestic | International Pharmaceuu'calsl Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporate

Sales

(1) Sales to customers 2,594,819 1,825,350 39,773 227,741 16,591 4,704,275 -| 4,704,275

(2) Intersegment sales 36,400 27.484 - 96 18,542 82,523 (82,523) -

Total 2,631,220 1,852,834 39,773 227,837 35,133) 4,786,799 (82,523)| 4,704,275

Operating expenses 2,449,047 1,678,768 44,156 222,173 26,280] 4,420,427 (82,920)] 4,337,506

Operating income (loss) 182,172 174,066 (4,383) 5,664 8,852 366,371 397 366,769

(For the year that ended March 31, 2007) Millions of yen
Domestic | Iniernational Pharmaceuticals’ Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporate

Sales

(1) Sales to customers 3,416,273 999 658 45,452 286,554 21,448 4,769,387 - 4,769,387

(2} Intersegment sales 45,005 26,154 - 109 25,876 97,346 (97,346) -

Total 3,461,278 1,026,013 45452 286,663 47,325] 4,866,733 (97,346)] 4,769,387

Operating expenses 3,215,891 944 928 56,659 279,958 37.993 4,535,430 (98,034)} 4,437,396

Operating income (loss) 245387 81,085 (11,206) 6,704 9,331 331,302 688 331,991

NOTE:

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

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

*These include tobacco products sold at duty-free shops in Japan, as well as at markets in China,
Hong Kong and Macao, which are covered by the China Division.
Tobacco products

1) Domestic Tobacco

2) International Tobacco

1) Pharmaceuticals
4) Foods
5) Others

Prescription drugs

Beverages and processed foods

Rent of real estate, leasing, engineering and others

3.The following table shows depreciation and amortization and goodwill amortization amounts by industry segment which are included
in operating expenses for the nine months that ended December 31, 2006 and 2007 and for the year that ended March 31, 2007.

Depreciation and amertization (Property, plant and equipment / [ntangible assets other than goodwill / Long-term

prepaid expenses) Millions of ven
Domestic | International Pharmaceuticals} Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporate
For the ning months that
ended December 3], 2006 58,955 22,861 2,214 2,866 9,130 96,028 (433) 95,595
For the nine months that
ended December 31. 2007 61,684 43,096 2,433 2,955 8,715 118,884 (719) 118,165
For the year that ended
1
March 31. 2007 79,964 31,583 3,009 3,893 12,254 130,705 (600) 30,105
Goodwill amortization Miliions of ven
Domestic | International . .
Tobacco Tobacco Phan'naceullca!sl Foods Others Consolidated
For the nine months that
ended December 31, 2006 845 ) ) 1,207 ) 2,053
For the nine months that
lended December 31, 2007 816 . - 480 ) 1296
For the year that ended 1117 A . 1,419 ) 2,537

March 31, 2007




4.The domestic tobacco segment includes the sales by TS Network Co., Ltd., JT's subsidiary. TS Network Co., Ltd. distributes
the tobacco products and conducts wholesale etc. of imported tobacco products.

The following table shows net sales of imported tobacco products via TS Network Co., Ltd. for the nine months that ended
December 31, 2006 and 2007 and for the year that ended March 31, 2007.

Millions of yen
For the nine months that ended December 31, 2006 933,332
For the nine months that ended December 31, 2007 921,296
For the year that ended March 31, 2007 1,216,248

5. With respect to international tobacco business, as the closing date of the accounting peried of foreign consotidated subsidiaries

is set on December 31, operating results from January 1, 2007 to September 30, 2007 are reported as the results for the nine months
that ended December 31, 2007,

The business of Gallaher which JT acquired on April 18, 2007 is included in intermational tobacce business.
As the closing date of the accounting period of Gallaher is set on December 31, operating results from Aprit 18, 2007
to September 30, 2007 are reported as the results for the nine months that ended December 31, 2007,



Consolidated Financial Results for Q3 FY 3/2008
and Full-term Forecasts for FY 3/2008 /

Caution concerning forward-looking statements

Forward-Looking and Cautionary Statements

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

These forward-looking statements are subject to various known and unknown risks,
uncertainties and other factors that coutd 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 concems related to the use of tobacco products;

(2) tegal or regulatory developments and changes; including, without limitation, tax increases and restrictions
on sales, marketing and use 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;

(5) our ability to successfully expand Internationally and make investrnents outside Japan;

(6} competition and changing consumer preferences;

(7} the impact of any acquisitions or simllar transactions;

(8) local and global economic conditions; and

{9) fiuctuations in foreign exchange rates and the costs of raw materals.




Financial Results for Q3 FY 3/2008

/

Results for Q3 FY 3/2008

# Summary of Performance

Despite a deciine In the sales volume of the domestic tobacco business, sales
and profits grew due to the continuing top-line growth of the international
tobacco business as well as the consolidation of Gallaher's performance.

(Unit: JPY billion}

Q3 FY 3/2007 | Q3 FY 3/2008 Change
Sales incl. Taxes 3,637.4 4,704.2 (1'3362%8)
Sates excl.Taxes 1,563.1 1,908.9 m-’:f.;f)
EBITDA 371.1 6.2 +3111_;5;,,,1)
Operating Income 273.4 366.7 (+34?13€3)
Recurting Profit 276.0 328.6 (+19E_’f¢;,,5)
Net Income 193.4 221.8 (+142_$¢;:)




Results for Q3 FY 3/2008

# Domestic Tobacco Business

Sales and profits declined due to a decline in the sales volume,

(%) € Market Share of JT Products »
67
(Unit: JPY billion} -0=JT Products
Q3 Q3 66
Fv 32007 | Fy 372008 | Chonoe 64.9 65.3
=o1| s} 64.5 64.5
Sates incl. Taxes 2,624.9 2,594.8 )
(-1.1%) el
Sal 1T 5 -
ales excl. Taxe 562.5 550.9 115
{Excl. imported clgarettes ) (-2.1%) 6
EBITDA 256.5 244.6 R I
(-4.6%) { <-Mid seven Famuty |
Operating Income 196.7 182.1 7“4“; ar s 3zs
L 3
(Unit; bliltien cigarettes) '
Sales Velume of 60| M
135.5 129.5
IT Products casmy] 5 ! ) ) t ) )
Q3 4 l Qi Q2 Q1 Q4 | QL Qz Q3
FY 3/2006 FY 3/2007 FY 3/2008
5 J

Results for Q3 FY 3/2008

& International Tobacco Business

Results far exceeded the figures for the previous year due to the continuing
top-line growth, as well as the Gallaher consolidation.

Unit: JPY billion}

< Total sales volume from January to September»

Q3 Q3
Fr 372007 | Fv 372008 Change {Unit: BNU cigarettes)
300
Sales ind., Taxes 742.4 1,825.3 1,082.9 2740
(riasowmy
Sales exd. Taxes
(Excl. Distribution Business) 408'5 679.1 (":-:‘:'Zl
. 200 178.2
EBITDA 93.7 217.1 123.3
{+131.6%)] 150 145.9
. 103.1
Operating Income 70.9 174.0 107.4
(+145.5%)] 0
[ exchange Rate gp¥/usDy | 11590 [  119.41] 351 =
{Reference) (Unit: USD millien)
EBITDA 1,031 2008 2007
(Before royalty payment to JT) 802 1,933 (+114.3%) DTotal Volume O GFE Volume
Note) GFBy in 2006; Winstan, Camel, Mild Seven
GFBS in 2007 (after Aprd 18, 20G7):
Winston, Camel, Mild Saven, BAH, Sdk Cul, LD, Sobranse, Glamour
6 J




Results for Q3 FY 3/2008

# Pharmaceutical Business
Sales increased due to milestone revenue, while efforts were underway to ensure
steady advance in clinical development and strengthen the R&D pipeline.

Clinical Development
(as of February 7, 2008)

{Unit: JPY billion)

Code Indication Stage
3 3 JTT-705 Japan: Phase 1
FY 3(}2007 FY 332008 Change (aral) Dyslipidenla
JTT-130 Hyperipldemi Japan: Phase 2
3.7 {oral) ypenipldemia Overseas: Phase 2
Sales 36.0 39.7 (+10.3‘;fh) s IV Infectian Japan: Fhasa 1
JTT-302
EBITDA -5.1 -1.9 32 (orsl) Dyslipidemia Overseas: Phase 2
' T3 o | Osteasorosts Overseas: Phase 1
eratin . :
olr:worneg 7.3 4.3 3.0- 11T sa’zm) Hyperuricemia Japan: Phase 2
IrT.S(su;‘ral) Obesity Overseas: Phase 1
ITT-651 Type 2 diabetes Japsn; Phase 1
Stage advanced J = 6(5';’“” mellitus
TH- (oral} Hepatitls C Qversens: Phase L
Newly introduced into 17 “Frmxess Paln Tapan: Phaza &
clinical development (oral} Overactive bladder

*)TT-705: Roche, to which JTT-705 was licensed, has declded
to advance its clinical development to Phase 3.

Ju

Results for Q3 FY 3/2008

a Foods Business

Despite sales growth in the beverage and processed foods businesses, profits
declined due to increasing materials and labor costs.

{Unit: JPY billion)

Q3 Q3
Fy 372007 | Fy 32008 | Change
Sales 218.5 2277 9.2
{(+4.2%)
EBITDA 10.7 9.0 -1.6 XSS
(-15.2%) Pt
Operating -0.9
i 5, .
Income 6.6 6 (-14.9%) ;:.:::,:ﬁm— G..'T':‘:;J,‘.'
. I




Full-term Forecasts for FY 3/ 2008

Full-term Forecasts for FY 3/2008

2 Domestic Tobacco Business

Amid the increasingly tough business environment, the forecasts of profits remain at the same
levels as those estimated in October. Meanwhile, we aim to achieve the first upturn in our full-
year market share since our privatization.

{Unit: JPY billion)

FY 3/2007 FY 3/2008 FY 3/2008 Change from Change from
Actual Forecast in Oct. | Revised Forecast| Forecast in Oct. 2007 Actual
(A) (B) (<) (C-B) (C-A)

Sales inc!, Taxes 3,416.2 3,368.0 3,353.0 (-;54,:) (-16;:)
(Excle:\sp:::d-r‘la':::cco) 2,200.0 2,171.0 2,158.0 (-;i"g) (';‘:‘.a}":)
EBITDA 326.4 300.0 3000 |, cnag&g) (:82_?;;)
Gperating Income 245.3 213.0 214.0 (+0.15:!2) (;23:“:)
[Major assumptions]) {Unit: billian cigarettes)
Sales Volume of JT Products I 174.9 I 168.0 167.0 (_(;';2) (_;'@
- gl




Full-term Forecasts for FY 3/2008

= International Tobacco Business
Upward revision, due to the continuing top-line growth.

{Unit; IPY billion}

FY 3/2007 FY 3/2008 FY 3/2008 Change from Change frem
Actual Forecast in Oct. | Revised Forecast| Forecast in Oct. 2007 Actual
(A) (8) {C) {C-B) (C-A)

10.0 1,640,3

Sales Incl. Taxes 999.6 2,630.0 2,640.0 (+0.4%) (+164,1%)
Sales Incl. Taxes 40.0 1,410.3

{Exc). Distrbution Business) 999.6 2,370.0 2,410.0 (+1.7%) (+141.1%)

13.0 154.3

EBITDA 112.6 254.0 267.0 (+5.1%) (+137.0%)

. 9.0 120.9

Operating Income 81.0 193.0 202.0 (+4.7%) (+149.1%)
{Reference) {Unit: USD million)
EBITDA 118 1,338

| {Before royalty payment to JT) 1,090 | 2,310 2,428 (+5.1%) {+122.7%)

[Major Assumptions]

Total Sales Volume 0.6 145.5
{billion cigarettas} 240.1 385.0 385.6 {+0.2%) {+60.6%)
GFB Sales Volume 0.2 58.0

| (bittien clgarettes) 145.2 203.0 203.2 (+0.1%) {+40.0%)
Exchange Rate (JPY/USD) 116.38 118.00 117.85 -0.15 1.47

Note 1: FY 3/2008 foracasts include f-JTT resuits from Jan.-Dec. 2007 and approx. 8.5 months of -Gallaher results.
Note 2! GFB: Winston, Camel, Mid Seven, BAHN, Suk Cul, LD, Sobrania, Glamaur

11
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Full-term Forecasts for FY 3/2008

% Pharmaceutical Business
The forecasts of sales and profits have been revised upward.

(Unit: JPY bllllon)

FY 3/2007 FY 3/2008 FY 372008 Change from Change from
Actual Forecast In Oct. | Revised Forecast| Forecast in Oct. | 2007 Actual
{A) (8) {C} (C-B} (C-A)
5.5 3.5
Sales 45.4 43,5 49.0 (+12.6%) (+7.8%)
EBITDA -8.1 -13.0 -7.5 35 0.6
Qperating Income -11.2 -16.5 -11.0 5'5_ 0.2
u Foods Business
The forecasts of sales and profits have been revised upward to reflect Katokichi' s forecast.

(Unit: IPY billion)

FY 3/2007 FY 3/2008 FY 3/2008 Change from Change from
Actual Forecast in Oct, | Revised Forecast | Farecast In Oct. | 2047 Actual
(A} {8) {C) (C-B) {C-A}

55.5 65.9
Sales 286.5 257.0 352.5 (+18.7%) £4+23.0%)

2.0 1.4
EBITDA 12.0 11.5 13.5 (+17.4%} {+12.3%)

. 0.5 0.7
Operating Income 6.7 7.0 7.5 (+7.1%) (+11.9%

Notel: FY J/ZDD8 forecasts do nol incorparate the amount of g

of Katokichi,

by the
Noted: FY 3/2008 forecasts oo nol incorporate any impacts .'mm the recali related to the frozen processed foods business.

12
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Full-term Forecasts for FY 3/2008 J

# Consolidated Financial Forecasts
Double-digit growth is expected for all major profit indicators.

Unit: JPY billion

FY 372007 FY 3/2008 FY 3/2008 Change from Change frem
Actual Forecast in Oct. |[Revised Forecast] Forecast in Oct. 2007 Actual
() (B) (<) (C-B) {C-A)
50.0 1,640.6
Sales ingl. Taxes 4,769.3 6,360.0 6,410.0
{+0.8%) (+34.4%)
21.0 128.3
EBITDA 464.6 572.0 593.0
(+3.7%) {+27.6%)
. 17.0 90.0
Operating Income 33149 405.0 422.0
{+4.2%) {+27.1%)
-7 50.9
Recurring Profit 312.0 370.0 363.0 0
(-1.9%) (+16.3%)
Net Income 2107 256.0 246.0 -10.0 35.2
(-3.9%) (+16.7%)

Ndtal: FY 3/2008 forecasts do nat incorporate the amaunt of g

ied by L

of Katakichi.

Lhe
NoteZ: FY 372008 forecasts do not Incorporate any impacts I’rom the recall related tu the frozen processed foods business.

13
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[Reference Material]

Analysis of Consolidated Financial Results
for Q3 FY 3/2008 and Full-term Forecast for FY 3/2008 /

Caution concerning forward-looking statements )

Forward-Looking and Cautionary Statements

This presentation contalns forward-looking statements about our Industry, business, plans and
objectives, financial conditions and results of operations based on current expectations,
assumptions, estimates and projections. These statements discuss future expectations, identify
strategles, discuss market trends, contain projections of operational results and financial
condition and state other forward-looking information.

These forward-looking statements are subject to varlous known and unknown risks,
uncertainties and other factors that could cause cur 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 gn which they are
based. Risks, uncertainties or other factors that could cause actual results to differ materlally
from those expressed in any forward-looking statement include, without limitation:

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

{2) legal or regulatory develapments and changes; Including, without limitation, tax increases and restrictions
on the sale, marketing and usage of tobacco products, governmental investigations and privately imposed
smaoking restrictions;

(3) litigation in Japan and elsewhere;

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

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

(6) competition and changing consumer preferences;

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

[8) local and globa!l economic conditions; and

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

w iy




Results for Q3 FY 3/2008

# Domestic Tobacco Business — Net sales excl. tobacco excise tax*
*Excluding imported tobacco

Q3 FY 3/2007

562.5

Volume effect

Unit price effect

Others

-23.9

+11.1

Q3 FY 372008

§50.9

300

350 400 450

500

550

17

500
(1PY bn)

JU

Results for Q3 FY 3/2008

n Domestic Tobacco Business = EBITDA

QI FY 372007

256.5

Velume affect

Unit price effect

Cost Increase
Leaf tobacco reappraisal
gainfloss

Others

Q3 FY 372008

244.6

200

T T
219 220 230

250

18

1
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{IPY b}
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Results for Q3 FY 3/2008 J

# International Tobacco Business — Net sales excl. tobacco excise tax #

Q3 FY 32007 3,525 I

Valume effect

Unk Price and
preduct mix effect +301

Forex impact D +175

Gallaher [ +1,412 |
Q3 FY 3/2008 5,688 ]
2,700 3,200 3,700 4,200 4,700 5,200 5,700

. " (US$ MM)
{Reference) Industry segment information basis

Intermnational Tobac<e Business

- Net sales excluding tobacco excise tax ¥ : From JPY 408.5 bn to 679.1 bn (up 270.6 bn)
Notel: Sales of distribution business, which was lormally handled by Gallaher 15 excluded from the result,
Note2: "Forex impact” Is the impact between US$ and each focal curency.

: Iy

Results for Q3 FY 3/2008 )

u# International Tobacco Business - EBITDA (before royaity payment te JT)

Q3 FY 3/2007 902

Vohume effect

s e [ ]

Forex Impact
Qthers
Gallaher +639 ]
Q3 FY 32008 J
600 800 1,000 1,200 1,400 1,600 1,800 2,000
(USS MM}

{Reference) Industry segment information basis
International Tobacco Business - EBITDA: From JPY 93.7 bn to 217.1 bn {up 123.3 bn}

Note: "Forex Impact” is the Impact between US$ and each local currency.

m JT

in



Results for Q3 FY 3/2008

# Pharmaceutical Business - Net sales

1

Q3 FY 372007

36.0

Toril Pharmaceutical Co.Ltd
{non-consolidated)

Royalty income, etc.

Q3 FY 3/2008

39.7

I

30.0

32.0 34.0

36.0 38.0 40.0
(JPY bn)

21
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Results for Q3 FY 3/2008

g Pharmaceutical Business — EBITDA

Q3 FY 3/2007

R&D expenses
(non-consolidated)

QOperating income of
Torii Pharmaceutical Co.Ltd
{non-consolidated)

Royalty income, etc.

Q3 FyY 3/2008

[0
[J+03

[ +3.3

-6

0
(JPY bn)

22

JU
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Results for Q3 FY 3/2008

# Food Business - Net Sales

Q3 FY 3/2007 218.5 ]

Beverages (VM sales) +4.4

Beverages (general sales)
Frozen processed foods

Bakery

Chilled processed foods

Seasonings

Cthers

-0.2

D+0.2

Q3 FY 32008 2277

210 215 220

225

_I 1
230

(JPY bn)

23
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Results for Q3 FY 3/2008

n Food Business - Operating Income

-

Q3 FY 3/2007 6.6

Marginal profit of |
Beverage business

Fixed cost of
Beverage business |

Marginal profit of
Processed foods business |

Fixed cost of
Processed foods business

Qverhead costs

Q3 Fy 372008 5.6

¢ 1 2 3

6 7
{JPY bn)

24

v
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Results for Q3 FY 3/2008

# Recurring profit

® Net income

@ 276.0 | Q3
FY 3/2007 : FY 32007 1934
+93.
income 93.3 profit '
i
. Extracrdinary
N?n-ope}'latlng > - arofitloss, __.________:3, -24.2 D
ncome/l0ss T income tax; ot [ T
I T A
!"—' L
03 | [ Q3 218 |

% FY 3/2008 3286 . | FY 3/2008
| 00 150 200 250 300 350 Auo| 0 50 100 150 200 250
! (JPY bn) l (IPY bn)
b Positive fsctors; = E Positive factors:

-lrerease of interest snceme (3.5bn) -Cecrease of loss on sale of property, plant and equipment (0.5bn) etc,

-Increase of dividend income (1.9bn)

-Decrease of finandal support for domestic leaf tobacce growers (1.5bn) Nagativa fectors;

«Decrease of pericdic mutual assistance assodation cost {1.70n) etc, -Decrease of gain on sale of property, plant and equipment {0.3bn)

-Increase of write-down of investment securities {6.9bn)

Nuagative factors: | «Increase of impairment loss (0.8bn)

-Decrease of profit on foreign exchanga (5.7bn) -Increasa of introduction costs for vending machines with adult

-Increase of interest payment (25.1bn) ! identification funcuons (5.0bn)

-Increase of loss on foreign exchange (16.3bn) etc. 1 -Increase of income tax and others {10.2bn), etc.

25
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Summary of Consolidated B/S as of Dec. 31, 2007 /
= ASSETS Compared to B/S as of Mar. 31, 2007
{JPY bn)
L n Current Assets - down JPY 541.6 bn
5,050,1 + Cash and cash equivalents*: down JPY 923.5 bn
*Cash and cash hvatents = h and d Its ketabl
5000 pm------sessmmes T secsurlatjsc+a sece::ﬂ:: pr:.lrd-nacs:: uf\der reep::rch:s:\:;r::meiu
1,299.1
4000 Fommmmm e . + Operating receivables*: up JPY 205.5 bn
‘ *Operating recelvables = Trade potes and accounts recelvable
33046
o00 F--44  |------ ...- B Fixed Assets = up JPY 2,227.1 bn
1.840.8 + Increased by capital expenditure:
' up JPY 84.4 bn
2000 F--4  |------ -
3.751.04 + Decreased by depreciation and amortization*:
] down JPY 119.4 bn
1,000 |- -- ) [ 3 R—— *Depredation and amortization =depreciation of tanglble fixed assets
1,523.8 q 1 + armruza::n of ‘Ijntlia[{\glble fixed sssets, long-term prepaid
. expenses ai qoodw|
]
° e Increase of Goodwill: up JPY 1,691.1 bn
as of Mar. 31, 2007 as of Dec, 31,2007
0O Current Assets + Increase of Trademarks: up JPY 479.4 bn

D Fixed Assets

: Jv

Summary of Consolidated B/S as of Dec. 31, 2007

w LIABILITIES & NET ASSETS B f Mar. 31, 2
(PY bn}
Rl B #t Total Liabilities — up JPY 1,548.4 bn
+ Interest-bearing debt*: up JPY 998.4 bn
5000 [F-=======c~xom————- -——— * Interest-bearing debt= short-term bank loans + bonds +
long-term bank loans
4000 [~~=====-==---=--- ---- + Tobacco excise taxes payable*:
4 up JPY 168.1 bn
* Tobacco exclse taxes payable= national 10bacco exclse taxes
3000 p~=~- - payable + natlonal speclal tobacco exclse taxes payable + local
tobacco excise taxes payable
2,000 |---- ——-
¥ Total Net Assets - up JPY 137.0 bn
1,000 --- . N + Retained earnings: up JPY 169.4 bn
« Foreign currency translation adjustments:
0 ) down JPY 19.7 bn

as of Mar, 31, 2007

D Total Liabilties >

as of Dec. 31, 2007
Ratio of equity capital: 58.3% - 41.4%

O Total Net Assets

zs Iy

1A




Forecast for FY 3/2008 compared to results of the previous fiscal year

u Domestic Tobacco Business = Net sales incl. tobacco excise tax

(JPY bin}

4,000

3,500

3,000

2,500

2,000

1,500

1,000

500

F——-=f  Rrm— === e -~ - -

2,200.0

FY 3/2007 FY 3/2008 Forecast

TS Network, a subsidiary of JT.

[Positive factors]
-Increase in unit price of JT products by tax hike
(Apr.-Jun.)

[Negative factars]
-Decrease in JT sales volume
{174.9 bn units — 167.0 bn units, down 7.9 br units]

-Decrease in imported tobacco

{Note): On the consolidated basis, net sales of domestic tobacco business includes imported tobacco sales, which are handied by

29
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Forecast for FY 3/2008 compared to results of the previous fiscal year

n Domestic tobaccoe business - EBITDA / Operating income

{IPY bn)
3150

EL

250

200

150

160

0

F¥ 3/2007 FY 372008 Forecast

D EBITDA O Operating income

{Positive factors)
-Increase in unit price (approx. JPY 11.3 bn)

[Negative factors]

-Decrease In JT sales volume (7.9 bn cigarettes,
approx. JPY 24.0 bn}

-Increase of costs and others (approx. JPY B.3 bn)
-Leaf tobacco reappraisal gain / toss*®: 5.4 bn
[gain of JPY 9.5 bn — gain of JPY 4.1 bn]

*The reappraisal method is ceased in FY 3/2007 and the
reappraisal foss at the end of FY 3/2007 is reversed by

3-year stralght Hine from FY 3/2008.

18




Forecast for FY 3/2008 compared to results of the previous fiscal year

)

» International Tobacco Business - Net sales incl. tobacco excise tax

(JPY bn}
3000 pommmmrr oo oo mmmmm—me——
{Positive factors)
2,500 f------------~--~ 24100 .- - -Consolidation of Gallaher
-Balanced top-line growth in mature and emerging
2000 fre~-mmmmmm—— - - = - markets
1,500 [—— === m=m=-m-m - —— ; -
1,000 | 9996 .. E w = =+ JPY/USS$ foreign excharge rate:
i From US$1=]PY 116.38 to US$1=JPY 117.85 (down JPY 1.47)
sQ0 F-~-f  femmm--- ----
]

FY 3/2007 FY 3/2008 Forecast

Note) Sales of distnbuiion business, which was formaily handied by Gallxher is exciuded from the result.
This revised forecast includes approx. 8.5 months of the f~Galfaher business.

n J7

Forecast for FY 3/2008 compared to results of the previous fiscal year J

g International Tobacco Business - EBITDA before royalty payment to JT

(JPY bn}
350
300 [Positive factors]
-Consolidation of Gallaher
250 -Batanced top-line growth in mature and emerging
markets
200
150 (Reference) Industry segment information basis
EBITDA:
100 From JPY 112.6 bn to JPY 267.0 bn (up JPY 154.3 bn)
Operating Income:
50 From JPY §1.0 bn to JPY 202.0 bn {up JPY 120.9 bn)
IPY/USS foreign exchange rate:
° From US$1=]PY 116.38 to US$1=JPY 117.85 (down JPY 1.47)

FY 3/2007

FY 3/2008 Forecast

Nete: This revised forecast inciudos approx, 8.5 months of the -Gallaher business.

sz IV
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Forecast for FY 3/2008 compared to results of the previous fiscal year J

1 Pharmaceutical Business — Net sales

{JPY bn)
B0 - -~ mmmmmeme s m—— -

[Positive factors]
-Milestone revenue relating to JTT-705

-Increase in net sales of Toril Pharmaceutical Co. Ltd.
[IPY 39.5 bn — JPY 40.5 bn (up JPY 0.3 bnj]

50

40

30
[Negative factors]

20 -Decrease in Viracept royalty
-FY 3/2007: One-time revenue from licensing-out of
a new compound to GlaxoSmithKline Inc. and a new

10 drug antibody candidate to Medimmune Inc.

0
FY 3/2007 FY 3/2008 Forecast
33 ] \ |
Forecast for FY 3/2008 compared to results of the previous fiscal year J

# Pharmaceutical Business - EBITDA / Operating income

{J8Y bn)

[Positive factors]
-Milestone revenue relating to JTT-705

[Negative factors]
-Decrease in Viracept royalty

-Increase in RAD expenses (Including contract lump-
sum payment to Keryx Biopharmaceuticals for the
introduction of a compound for hyperphosphatemia)

-FY 3/2007: One-time revenue from licensing-out of &
new cormpound to GlaxoSmithKline Inc. and a new drug
antibody candidate to MedImmune Inc.

-Dacrease In operating income of Torii Pharmaceutical
Co. Ltd.
FY 3/2007 FY 3/2008 Forecast [1PY 5.3 bn — IPY 4,5 bn (down JPY 0.8 bn)]

O EBITDA 0O Operating income

- 77




Forecast for FY 3/2008 compared to results of the previous fiscal year

n Foods Business - Net sales

{JPY bn}
40 - - - - -errrm-------
IO [ -mmmm e m e
300 oo .. [Positive factors)
-Consolidation of Katokichi
280 - - - -Steady expansion centering on vending machine
sales channels in Beverage business
200 F--- -Expansion in bakery business
150 - --
100 | ---
50 =~
0
FY 372007 F¥ 3/2008 Forecast
35

Forecast for FY 3/2008 compared to results of the previous fiscal year

x Foods Business - EBITDA / Operating income

QPY bm)

16

14

12

10

FY 3/2007 FY 3/2008 Forecast
DEBITDA O0perating Incomea

{Positive factors}
-Consolidation of Katokichi
-Decrease in amortization of goodwill

[Negative factors]
-Increase in fixed costs by scale expansion

-Decrease in profit margin by sise in cost of raw
materials

36
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Forecast for FY 3/2008 compared to

resuits of the previous fiscal year

® Recurring Profit

FY 3/2007 312.0 l

Operating
Income

+90

Extraordinary
Non;oper‘alinn profit/ioss,
ncome R—\ income tax, etc.

FY 3/2008 363.0 |
Forecast )

220 270 320 370 420
UPY tin}

it Net income

1

FY 3/2007 210.7 I

Recurring
profit

FY 3/2008 ]
Forecast 2464

180 200 220 240 260 280
{3FY bn)

Positive factors:

=Decreasa of currency hedging costs and the formation costs of bridge-loans
related to the acquisibion of Gallaher, ete.

Naegative factors:

-[ncrease In interast payment and decrease of interest Income related to the
acquisition of Gallaher

~[ncrease in interest payrment related to the existing debt of Gallaher , etc.

Nagative factors:

-Increase of writa-down of investment securities
-Increase of introduction costs for vending machines with
aduit iKentification functions

-lncreasa of Income tax, ste,  atc.

37
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1. Breakdown of net sales (unit: JPY biltion)

5. Amortization relating to major acquisitions

*1 Intemational tobacce: 3 months anded Sep. 2007 6.Capital expenditure {unit: JPY billion)
*Z Nl salgs excluding axcise tax: Exdluding imported tohacco in domestic tobacco and §manths 13 mantha
distribution business in intemational tobacco, respectived snded endod | Changs
" ¥- Dec. 2006 | Dec 2007
Capital expenditures FaRY) 84.4 13.3
2, Leaf tobacco reappralsal profit / loss * {unit: JPY billion) Domestic iobacco 393 438 45
Gmontha | B manths Intomational tobacco * 209 277 6.7
ended snded Change
Dec. 2006 | Dec. 2007 Pharmaceutical 2.2 2.3 0.1
Leaf tobacoo reappraisal profit / loss 7.0 -3.1 39 Faods 31 39 0.7
+ Profit when denated negative Others 6.1 78 1.7
* International lobacco; 9 months ended Sep, 2007
3. Broakdown of SGAA expansos {unit: JPY billion) 7. Cash and cash ogquivalents * {unit: JPY billion)
9months | 9 months
ended anded Change A:‘:: e;a;’ Agx ‘;nu:? f Change
Dec. 2006 | Dec. 2007 . -
|SG8A 433.4 516.1 82.7 Cash and cash equivalents 1,185.8 262.0 -923.5
Personnel * 114.5 142.1 27.6 + Cash and cash aquivalenis = cash and deposits + marketable securities
+ iti hased
Advertising ard general publicity 16.7 16.4 0.2 securiies purchased under repurchase agroaments
Sales promotion 93.7 111.8 18.0 8. Interpst-bearing debt * {unit: JPY billion)
R&D 31 32.8 1.6 Asofendof|Asolendol| o
Depreciation and amortization 42.8 57.3 14.5 Mar, 2007 | Dec. 2007
Others 1344 155.4 21.0 Intarest-baaring debt 2192 12177 998.4
. ":{':‘"G: ::Pe';”l i=a|“1° ‘“"m of comp bm I 'nd I c03, P ish blofor * Intarest-boaring debt = shori-term bank loans + bonds + long-lerm borowings
retirmmant banefit, wetlare, employee bonuses and accrual of employes bonuses.
o0 ploy ploy 9. Business data Fmonths | 9 months
ended ended Change
<Domaestic tobacco business> Dec. 2006 | Dec. 2007
4. EBITDA by business sagmant ' {unit: JPY biltion) T salas volume® {baion cigarsttes) 1355 120.5 6.0
9 months | % months Total demand {bitkon cigarettes) 208.9 1996 -9.3
ended ended Change
Dec. 2006 | Dec. 2007 JT market share 654.9% 64.9% 0.0%pt
Consolidated EBITDA 3711 486.2 1181 JT net sales bafore tax par 1,000 cigarettes (JPY) 12,276 12,699 423
Operating incoma 273.4 366.7 93.3 JT nel sales after tax per 1,000 cigarettes (JPY) 3,971 4,057 &6
Depraciation and amortization™ q97.8 116.4 21.8 « Sales volume of domestic duty-free and China division is excluded, which was 2.5 billion for
- 9 months ended Dec, 2006 and 2.7 billion far § months ended Dec. 2007, respeciively,
Domeastic tobacco EBITDA 256.5 2448 -11.9
Operating incoma 1967] 1821 146 monis |9 monis
— — ) ! X ended ended Change
Depreciation and amortization 59.8 62.5 2.7 <Inter tobacco Sep. 2006 | Sep. 2007
International tobacco EBITDA ™ 93.7 2171 123.3 Total salas volume (bison cigersites) 178.2 274.0 95.8
Qperating income 70.9 174.0 103.1 GFB sales volume (bdson cigarsties) 107.4 1459 3486
Depreciation and amortization ™ 22.8 43.0 20.2 JPYAJSD rate for cansolidation {JPY) 115,90 118.41 3.51
Pharmaceutical EBITDA -5.1 -1.8 a2
Qperating income 7.3 4.3 a0 Smonths | 9 monihs
- ended ended Change
Depreciation and amortization 22 24 0.2 <Pharmaceutical business> Dec. 2006 | Dec, 2007
Foods EBITDA 10.7 8.0 -1.6 IR&D expanses (parent company)(JPY blton} 16.4 16.8 0.4
Operating income 6.6 58 0.9
Depreciation and amortization 2 4.0 3.4 -06 As of end of | As of end of
Changa
Others EBITDA 15.9 17.5 16 <Foods business - Beverage businass> Mar. 2007 | Dec. 2007
Operating income 6.7 8.8 20 Number of beverage vending machines * 250,500 | 258,000 7.500
Dapreciatian and amortization 9.1 8.7 -0.4 JT-owned 38,000 37,000 -1,000
(Refarence) {unit: USD milllon) Combined 66,000 71,000 5,000
Intermational tobacco EBITDA « Baverage vending machines include vending machines for cans and packs, eic. and far
902 1,833 1,031 cups owned by other companias and operated by our subsidiary. “JT-owned” vending
(Before royalty paymeant} machines ara owned by JT. "Combined” vending machines are owned by our subsidiartes or

*1 EBITDA=operating incoma + depreciation and amartization®

2 Depreciation and amortization = depreciation of tangible fixed assats + amortization of
intangible fixed assets + amortization of leng-tarm prepaid expenses + amortization of
goodwill

*3 Intemational tobacco: 9 months ended Sep. 2007

affiiates ,and focus on selfing JT brand baverages but also sell non-JT brarxl beverages.

-

9:;“3':;“ 9 ;"n‘;"ﬂ‘:’ Change a {unit: JPY billion)
Dec. 2006 | Dec. 2007 Imonts | S montis | Yeanto | e
Net sales including excise tax 3.637.4| 4,7042| 10668 Dec. 2006 | Dec. 2007 | 2MeMZe | nation
Domestic tobacco 26249 2,594.8 =301 Former RJRI
lEchuding imported tebacca 1,691.5 1,675 -18.0 Trademark rights 219 220 10 | Apr-09
Internaticnal tobacco ™’ 7424 1,825.3 1,082.9 Patents 3.0 0.5 B | Apr-07
| Exciuding distribution business 7424 15494 907.0
Net sales axcluding excisa tax ' 1,241.1| 1,514.2 273.0 JT Intamational {unit: USD million)
Domestic tobaceo 562.5| 5509 115 9:"“;"3’_ 3 moni™s | Yoars
Intpmatianal tobacco "' ? 408.5 679.1 2706 Sep. 2006 | Sep, 007 | amorize
Pharmaceutical 36.0 39.7 a7 Former RJR1 and Galtaher
Foods 2185 2217 9.2 Trademark rights * 46 147| mainly 20
Baverages 145.2 150.4 4.1 Goodwill - - 20 ost.
Protessed foods 72.2 77.3 5.0 * Termination of trademark rights amortization: Farmer RJRI Apr-19, Former Gallaher Ape-27
Others 15.5 16.5 1.0



2008 compared to the forecast as of October 2007

1. Consolidated financlal outlook for fiscal year ending March 31,

[l

2. Consolldated financial outlook for fiscal year ending March 31,
2008 compared to the results of previous fiscal year

Excluding sales of domestic duty-free

and China division

(JPY billion} (JPY billion
October forecast | Revised forecast Change FY 03/2007 Revised forecast Change
Met sales Including excise tax 6,360.0 6,410.0 50.0 Net sales Including exclse tax 4,769.3 6,410.0 1.640.6
EBITDA 572.0 593.0 21.0 EBITDA 464.6 593.0 128.3
Operating income 405.0 422.0 17.0 Operating lncome 331.9 422.0 50.0
Recurring profit 370.0 363.0 -7.0 Recurring profit 312.0 363.0 50.9
Net income 256.0 246.0 -10.0 Net income 210.7 246.0 35.2
Return on eguity 12.5% 11.7% -0.8%pt Return on equity 11.3% 11.7% 0.4%pt
{IPY billion} (JPY billion
QOctober forecast | Revised forecast Change FY 03‘200? Revised foracast Change
Capltal expenditures 142.0 138.0 -4.0 Capital expenditures 102.1 138.0 358
Domestic tobacco 67.0 63.0 -4.0 Domestle tobacco 55.2 63.0 7.7
International tobacco 50.0 49.0 -1.0 International tobacco 32.0 49.0 16.9
Pharmaceutical 4.5 4.5 0.0 Pharmaceutical 3.0 4.5 1.4
Foods 6.0 6.5 0.5 Foods 4.8 6.5 1.6
QOther businesses 15.5 16.0 0.5 Other businesses 8.0 16.0 7.9
Consolidated financial outlook by business segment (IPY billion) Consolidated financial outlook by business segment (IPY billion}
October forecast | Revised forecast Change F¥ 03/2007 Revised forecast Change
Net sales including excise tax 6,360.0 65,410.0 50.0 Net sales including excise tax 4,769.3 5,410.0 1,640.6
Domestic tobaceo 3,368.0 3,353.0 -15.0 Domestlc tobacco 3,416.2 3,353.0 -63.2
[Excluding imported tobacco 2,171.0 2,158.0 -13.0 [Exctuging imparted tobacca 2,200.0 2,158.0 -42.0
International tobacco 2,630.0 2,640.0 10.0 International tobacco 999.6 2,640.0 1,640.3
|Ex:ludlng distribution business 2,370.0 2,410.0 40.0 |Exdudlng distribution business 999.6 2,410.0 1,410.3
Pharmaceutical 43.5 49.0 5.5 Pharmaceutical 45.4 49.0 3.5
Foods 297.0 352.5 55.5 Foods 286.5 352.5 65.9
|EBITDA 572.0 593.0 21.0 EBITDA 464.5 593.0 128.3
Domestic tobaceo 300.0 300.0 0.0 Domestic tobacco 326.4 300.0 -26.4
International tobacco 254.0 267.0 13.0 International tobacco 112.6 267.0 154.3
Pharmaceutical -13.0 -7.5 5.5 Pharmaceutical -8.1 -7.5 0.6
Foods 11.5 13.5 2.0 Foods 12.0 13.5 1.4
Qperating income 405.0 422.0 17.0 Operating Income, 331.9 422.0 90.0
Domestic tobacco 213.0 214.0 1.0 Domestic tobacco 245.3 214.0 -31.3
International tobacco 193.0 202.0 9.0 International tobacco B1.0 202.0 120.9
Pharmaceutica) -16.5 -11.0 5.5 Pharmaceutical -11.2 -11.0 0.2
Foods 7.0 7.5 0.5 Foods 6.7 7.5 0.7
Major assumptions ] | Major assumptions ]
(1} Domestic tobacco business (billions of cigarettes} (1)Domestic tobacco business (billions of cigarettes)
October forecast | Revised forecast Change FY 03/2007 Revised forecast Changa
Sales valume 168.0 167.0 -1.0 |Sales volume 174.9 167.0 -7.9

Excluding sales of domestic duty-free and China division

(2 Intermational tobacco business {billions of cigarettes, 1PY) (2) International tobacco business {billions of cigarettes, JPY}
October forecast | Prelliminary resuhs Change 2006 Freliminary results Change

Tobal sales volume 385.0 385.6 0.6 Tobal sales volume 240.1 385.6 145.5

[GFB sales volume* 203.0 203.2 0.2 [GFe sales volume* 145.2 203.2 $8.0

JPY/USD rate 118.99 117.85 -0.15 JPY/USD rate 116.38 117.85 1,47

*GFB of FY 3/2008: Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranie, Glamour

*GFB of FY 3/2007: Winston, Camel, Mild Seven
GFB of FY 3/2008: Winston, Camel, Mild Saven, B&H, Silk Cut, LD, Sobranie, Glamour
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* Excludes sales from the China, Hong Kong, and Macau markets and domestic duty-free sales.
* Original measurement Basis= JT original products + Mariboro cigarettes (until April 2005) + JTI products for the Japan market from May 2005 onward
* New measurement Basis = JT original products + JT) products for the Japan market

Domestic Tobacco Business Results

Market Share in Growing Segments

1. Quarterly Sales Volume {billions of cigareties 1. 1mg Tar
Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total {1) JT 1mg Tar Product Share (%)
FY 03/2006 50.5 48.5 48.1 42.2 189.4 Original Basis | Apr-dun | Jul-Sep | Oct-Dec | Jan-Mar Total
FY 03/2007 54.0 36.8 44.6 39.3 174.9 FY 03/2006 10.6 11.7 12.2 12.5 1.7
FY 03/2008 42.7 43.0 43.7 FY 03/2007 12.4 12.5 13.3 13.6 12.9
* The above mentioned figures include sales of Mariboro cigarettes until April 2005 and JT| FY 03/2008 13.9 13.7 14.0
products {Camel, Winston, Salem etc.) for the domestic markal from May 2005 onward. New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total
FY 03/2006 11.3 11.7 12.2 12.5 11.9
FY 03/2007 12.4 12.5 13.3 13.6 12.9
2. Quarterly Rotail Price Salas (billions of JPY) FY 03/2008 13.9 13.7 14.0
Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total (2} JT Share in 1mg Tar Segment (%}
FY 03/2006 694.7 664.2 658.2 578.0 2,505.2 Original Basis | Apr-Jun i Jul-Sep | Oct-Dec Jan-Mar
FY 03/2007 740.3 547.5 664.6 587.0| 25395 FY 03/2006 55.7 60.4 650.8 61.6
FY 032008 636.7 641.4 651.6 FY 03/2007 61.3 60.9 652.4 62.2
* Retail price sales = sales volume * fixed retail price. FY 03/2008 62.0 61.6 621 —
* The above mentioned figures include sates of Mariboro cigarettes until April 2005 and JTI New Basis Apr-Jun Jul-Sep | Oct-Dec | Jan-Mar
products (Camsl, Winston, Salem etc.) for the domestic market from May 2005 onward, FY 03/2006 59.7 60.4 60.8 61.6
FY 03/2007 61.3 60.9 62.4 62.2
FY 03/2008 62.0 61.6 62.1
3. Quarterty Net Sales Per Thousand Cigarettes {JPY)
Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Tatal 2. Menthol
FY 03/2008 11,715 11,653 11,657 11,667 11,674 {1) JT Menthal Preduct Share {%)
FY 03/2007 11,663 12,677 12,668 12,699 12,371 Original Basis | Apr-dun | Jul-Sep | Oct-Dec Jan-Mar Total
FY 03/2008 12,698 12,694 12,704 FY 03/2006 8.1 6.5 6.6 6.7 7.0
* Net sales per thousand cigareties FY 03/2007 B.7 6.9 6.7 7.1 6.8
= {retail price saias - retailer marging - consumption tax) / sales velume * 1,000 FY 0372008 7.2 7.5 7.2 / e
* The above mantioned figures Include sales of Mariboro cigarettes until April 2005 and JTI New Basis Apr-Jun Jul-Sep | Oct-Dec | Jan-Mar Total
products (Camel, Winston, Salem atc.) for the demeslic market from May 2005 onward. FY 03/2006 6.3 6.5 6.6 6.7 6.5
FY 03/2007 6.7 6.9 6.7 7.1 6.8
FY 03/2008 7.2 7.5 7.2
4, Quarterly Net Sales Excluding Excise Tax {2) JT Share in Menthol Segment (%)
Per Thousand Cigarettes (JPY} Original Basis | Apr-Jun | Jul-Sep | QOct-Dec | Jan-Mar
Orf_ginal Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2006 45.1 34.4 34.9 35.1
FY 03/2006 3,901 3,845 3,849 3,857 3,864 FY 03/2007 35.0 34.1 33.8 34.8
FY 03/2007 3,852 4,050 4,050 4,056 3,980 FY 03/2008 349 35.2 34.0
Fy 03/2008 4,056 4,053 4,063 New Basis Apr-Jun Jul-Sep | Oct-Dec | Jan-Mar
New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2008 34.7 34.4 34.9 35.1
FY 03/2006 3,845 3,846 3,849 3,857 3,849 FY 03/2007 35.0 A 33.8 34.8
FY 03/2007 3,852 4,050 4,050 4,056 3,980 FY 03/2008 34.9 35.2 34.0
FY 0372008 4,056 4,053 4,063
* Net sales excluding excise tax per thousand cigarettes 3. JPY 320 or above”*
= {retail price sales - retailer margins - consumplion tax - excise taxes) / sales volume * 1,000 (1) JT JPY 320 or above Product Share (%)
Original Basis | Apr-Jun | Jul-Sep | Oct-Dec Jan-Mar Total
FY 03/2006 8.8 5.1 5.4 5.9 6.3
5. Quarterly JT Market Share {%) FY 03/2007 5.7 5.4 5.2 5.5 5.5
Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2008 5.6 52 541 —
FY 03/2006 69.6 65.4 65.3 65.2 66.4 New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total
FY 03/2007 65.5 54.2 64.7 64.5 64.8 FY 03/2008 5.1 5.2 5.4 5.9 5.4
FY 03/2008 64.9 64.5 65.3 FY 03/2007 5.7 5.4 5.2 5.5 5.5
New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2008 5.6 5.2 5.4 T
FY 03/2006 66.1 65.5 65.3 65.2 65.5 (2) JT Share in JPY 320 cor above Segment (%)
FY 03/2007 65.5 64.2 64.7 64.5 64.8 Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar
FY 03/2008 64.9 684.5 65.3 FY 03/2006 39.1 22.2 23.1 24.5
FY 03/2007 24.3 22.5 226 23.2
FY 03/2008 235 220 25—
New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar
FY 03/2006 22.6 22.3 23.2 24.5
FY 03/2007 24.3 225 22.6 23.2
FY 03/2008 235 22.0 22.5
* JPY 300 or above until Apr-tun, 2006
4. Quarterly D-spec Product Share (%)
Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total
FY 0372006 0.91 1.24 1.78 312 1.72
FY 03/2007 4.12 3.84 3.85 4,34 4.04
FY 03/2008 4.41 4,10 4.77

* Pianissimo and Premier have been sold as D-spec products since March 2006.
Bavel Flair have been sold as D-spec products since December 2006,




Japan Tobacco Inc. Clinical development (as of February 7, 2008)

Code

Stage

Indication

Mechanism

Characteristics

Rights

JTT-705
(oral)

Phasel1{(JPN)

Dyslipidemia

CETP inhibitor

Decreases LDL and increases HDL by
inhibition of CETP
-CETP:Cholesteryl Ester Transfer
Protein, facilitates transfer of
cholestery] ester from HDL to LDL
-HDL:High density lipoprotein, Good
Cholesterol

-LDL:Low density lipoprotein, Bad
Cholesterol

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

Roche has decided to
move into phase 3.

JTT-130
(oral}

Phase2(JPN)
[Phase2(Overscas)

Hyperlipidemia

MTP inhibitor

‘Treatment of hyperlipidemia by
reducing absorption of cholesterol and
triglyceride via inhibition of MTP
-MTP:Microsomal Triglyceride
‘Transfer Protein

JTK-303
(oral)

Phase 1(JPN)

H1V infection

Integrase inhibitor

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

Gilead Sciences (U.5.)
obtains the dghts to
develop and
commercialize this
compound worldwide,
with the exception of
Japan,

JTT-302
(oral}

Phase2(Overseas)

Dyslipidemia

CETP inhibitor

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

-LDL:Low density lipoprotein, Bad
Cholesterol

JTT-305
(oral)

|Phase2(JPN}
Phasc1{Overseas)

Osleoporosis

CaSR antagonist

Increases BMD and decreases new
vertebral fractures by accelerating
endogenous PTH secretion via
|antagonism of circulating Ca on CaSR.
in parathyroid cells

-BMD: Bone Mineral Density

-PTH: Parathyroid Hormone

-CaSR: Calcium-Sensing Receptor

JTT-552
(oral)

Phase2(JPN)

Hyperuricemia

URAT]I inhibitor

Decreases serum urate concentration by
increasing urinary urate excretion via
inhibition of URATI.

-URAT 1: Urate Transporter |

JTT-553
(oral)

Phase 1 (Overscas)

Obesity

DGAT!1 inhibitor

Reduces fat absorption {rom the smalt
intestine and inhibits fat synthesis in
adipose tissue via inhibition of DGATI
-DGAT!: Acyl CoA: diacylglycerol
acyltransferase |

JTT-651
(oral)

Phase 1(TJPN)

Type 2 diabetes mellitus

GP inhibitor

Decreases blood glucose by suppression
of glucose output from liver via
inhibition of GP

-GP:Glycogen Phosphorylase

JTK-652
(oral)

Phasc1{Cverseas)

Hepatitis C

Entry inhibitor

Treatment of hepatitis C by inhibiting
the infection process of HCV into
hepatocytes

-HCV:Hepatitis C Virus

JTS-653
(oral)

Phasc1(JPN)

Pain
Overactive Bladder

TRPV1 antagonist

Improves pain and overactive bladder
via antagonism of TRPV1 on sensory
neurons

- TRPV1:Transient Receptor Potential
Vanilloid subtype |

Changes from the previous announcement on October 31, 2007:

JTS-653 entered into clinical trial stage in Japan.
JTT-552 advanced from phase | to phase 2 in Japan.
Roche, licensee of JTT-705, decided to move into phase 3, therefore this information is added in the "Rights” column above,

-




Business Report for the nine months that ended December 31, 2007

<A Message from Management>

First, as a representative of JT Group, I would like to sincerely apologize that some of our imported
frozen foods products caused severe health damage to our customers.

Furthermore, regarding the safety of foods, a basic of living, I would also like to apologize for the
significant fear and inconvenience to those who suffered from health damage, our customers, business
partners, related authorities and people nationwide.

Since we started to recall all products related to the OEM by Tianyang Food Processing, we have been
dedicated to prevent the damage from spreading and ease our customer’s fear as the most urgent and crucial
things, through the best effort of all managements and employees.

In addition, we will continue to do our best to investigate the factory and our recalled products and
support the authorities” investigation in order to clarify the cause as soon as possible.

As we will drastically revise and reinforce our quality management and customer relations system in

order to assure the safety of our products, we appreciate your understanding and support for our activities.

Last year, we achieved satisfactory results in each business such as enhancing the brand equity of Mild
Seven in the domestic tobacco business, top-line growth primarily through the Global Flagship Brands
(GFB) in the international tobacco business, enhancement of R&D pipeline in the pharmaceuticals business
and steady increase of business scale in the foods business.

In addition to the organic growth, we realized or advanced the growth through acquisitions of external
resources mentioned in the mid-term management plan called”JT2008" such as the acquisition of Gallaher
in the international business, making Katokichi Co., Ltd. wholly-owned subsidiary and a business alliance

with Fuji Foods Corporation in the foods business.

In 2008, we will continue to aim to achieve the first-ever upturn in our full-year domestic market share
since our privatization in the domestic tobacco business and will continue to realize further synergies of
integration in the international tobacco business. Also, we will continue efforts to ensure to strengthen our
R&D pipeline in the pharmaceuticals business and will drive to integrate the frozen foods business and the
seasonings business with sense of urgency.

Through these activities, we will continue efforts to maximize corporate value as “a global growth

company that operates diversified, value creating businesses.”



Overview of the financial results for the nine months that ended December 31, 2007

For the nine months that ended December 31, 2007, both net sales and net profits were increased as can
be seen in the Table 1.

Net sales were 4,704.2 billion yen, increases of 1,066.8 billion yen compared with the corresponding
figures for the previous nine-month period, primarily due to the addition of Gallaher results to the
consolidated performance which more than offset the decreased sales volume in the domestic tobacco
business.

Operating income were 486.2 billion yen, increases of 115.1 billion yen compared with the
corresponding figures for the previous nine-month period, primarily due to the addition of Gallaher results
to the consolidated performance which more than offset the increasing materials costs and sales promotion
expenses in the domestic tobacco business.

Our non-operating balance deteriorated because of an increase in interest payments on loans and bonds
related to the acquisition of Gallaher in addition to an increase of foreign exchange loss. However, ordinary
income was 328.6 billion yen, increased by 52.6 billion yen compared with the corresponding figures for
the previous ning-month period.

Meanwhile, net income was 221.8 billion yen, increased by 28.3 billion yen compared with the
corresponding figures for the previous nine-month period, despite an increase in expenses related to the
introduction of cigarette vending machines with adult identification function and evaluation losses on

securities owned by a consolidated subsidiary.

(Table 1) Consolidated financial results for the nine months that ended December 31, 2007

(Billions of yen)
Nine months that ended Nine months that ended Change
December 31, 2006 December 31, 2007

Sales (Tax included) 3,637.4 4,704.2 1,066.8
Sales (Tax excluded) 1,563.1 1,908.9 345.8
EBITDA 371.1 486.2 115.1
Operating income 273.4 366.7 93.3
Ordinary income 276.0 328.6 52.6
Net income 193.4 221.8 283

* EBITDA=0pcrating income + depreciation and amortization

<Review of operation>

Domestic Tobacco

With respect to the domestic tobacco business, we see bright signs regarding the efforts we have been
making since the beginning of the current fiscal year to realize an upturn in our market share.

Our market share in the third quarter rose to 65.3%, up 0.8 percentage points compared with the second
quarter. The rise may partly be because of a drop in demand for products of our competitors following their
price hikes in October, which created last-minute demand for their products in the second quarter. However,
the main reason for the rise is that we continued to actively promote the Mild Seven family and introduced

the “Mild Seven D-spec Super Light Box” nationwide.

2




The market share of the Mild Seven family continued to rise and came to 32.5%, up 0.6 percentage

points compared with the second quarter.
As a result, JT's market share in the nine months to December stood at 64.9%, up slightly compared with

the previous fiscal year, and we aim to achieve an upturn in our market share in the full year.
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(Chart 1) Domestic share of JT products and Mild Seven family
Total sales volume for the term from January to September 2007 in the international tobacco business

was 274.0 billion cigarettes, an increase of 95.8 billion cigarettes (up 53.8%) compared with the

corresponding figure for the previous nine-month period, primarily due to the sales increases of

“Winston” in Russia, Ukraine, Spain and Turkey and “Camel” in Spain, France, Italy and Russia, in

addition to the consolidation of Gallaher performance. In addition, GFB sales volume amounted to 145.9

billion cigareties.

*With respect to the international tobacco business, the result for the period from January 2007 to September

2007 is inctuded with the result for this nine-month period.



(Chart 2) Total sales volume from January to September
{Unit: BNU cigarettes)
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Note) GFBs in 2006: Winston, Camel, Mild Seven
GFBs in 2007 (after April 18, 2007):
Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranie, Glamour

Pharmaceuticals

With respect to the pharmaceuticals business, we continued efforts to ensure steady advance in clinical

development and to strengthen our R&D pipeline in the third quarter following the achievements we had

made in this regard by the second quarter. For the third quarter, we started clinical development of JTS-633

in Japan, a compound effective for pain relief and treatment of overactive bladder, and the development of

JTT-552, an anti-hyperuricemia compound, advanced to Phase I1.

Clinical development (as of February 7, 2008)

code Stage Indication Characteristics Rights
JTT-705 Phase 1(JPN) Dyslipidemia Decreases LDL and increases HDL by | Roche (Switzerland)
(oral) inhibition of CETP obtains the rights to
-CETP:Cholesteryl Ester Transfer develop and
Protein, facilitates transfer of cholesteryl | commercialize this
ester from HDL to LDL compound worldwide,
-HDL:High density lipoprotein, Good | with the exception of
Cholesterol Japan.
-LDL:Low density lipoprotein, Bad | Roche has decided 1o
Cholesterol move into phase 3.
JTT-130 Phase2(JPN) Hyperlipidemia Treatment of hyperlipidemia by reducing
{oral) Phase2(Overseas) absorption of cholesterol and
triglyceride via inhibition of MTP
-MTP:Microsomal Triglyceride Transfer
Protein
JTK-303 | Phasel(JPN) HIV infection Integrase inhibitor which works by | Gilead Sciences (U.5.)
{oral) blocking integrase, an e¢nzyme that is | obtains the rights to

involved in the replication of HIV
-HIV:Human Immunodeficiency Virus

develop and
commercialize this
compound worldwide,

with the exception o Japan.




code

Stage

Indication

Characteristics

Rights

JTT-302
(oral}

Phase2(Overseas)

Dyslipidemia

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
Cholesterol

-LDL:Low density lipoprotein, Bad
Cholesterol

JTT-305
(oral)

Phase2(JPN)
Phasel(Overseas)

Osteoporosis

Increases BMD and decreases new
vertebral fractures by accelerating
endogenous PTH sccretion via
antagonism of circulating Ca on CaSR in
parathyroid cells

-BMD: Bone Mineral Density

-PTH: Parathyroid Hortmone

-CaSR: Calcium-Sensing Receptor

JTT-552
{oral)

Phase2(JPN)

Hyperuricemia

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

-URAT 1: Urate Transporter |

JTT-553
(oral)

Phase1{Overseas)

Obesity

Reduces fat absorption from the small
intestine and inhibits fat synthesis in
adipose tissue via inhibition of DGAT]
-DGATI: Acyl CoA: diacylglycerol
acyltransferase |

JTT-651
{oral)

Phase1(JPN)

Type 2 diabetes
mellitus

Decreases blood glucose by suppression
of glucose output from liver via
inhibition of GP

-GP:Glycogen Phosphorylase

JTK-652
(oral)

Phasel{Overseas)

Hepatitis C

Treatment of hepatitis C by inhibiting
the infection process of HCV into
hepatocytes

-HCV:Hepatitis C Virus

Changes from the previous announcement on October 31, 2007:

JTS-653 entered into clinical trial stage in Japan.

JTT-552 advanced from phase | to phase 2 in Japan.

Foods

With respect to the foods business, JT has been steadily expanding its business primarily through the

vending machine sales channel and has aggressively developed and marketed new and unique

products centered around the company’s flagship coffee brand, “Roots” in its beverage business.

In the processed foods business, the company aims to continue to expand and enrich its product line

of commercial frozen foods in order to expand its scale of operation and strengthen earning capacity.

In addition, we agreed with Katokichi and Nissin on November 22, 2007, to integrate the frozen foods

business. Under this deal, the frozen foods business of JT and Nissin will be transferred to Katokichi.

However, given the current situation surrounding JT’s frozen foods business, the three companies agreed

that Nissin would pull out of the agreement. As we cuirently hold an about 94% stake in Katokichi, we

intend to make Katokichi a wholly-owned subsidiary at the earliest possible date, in accordance with

statutory procedures.




<Qutlook for the fiscal year ending March 2008>

Forecasts of net sales, EBITDA, operating income are revised upward for the year ending March 2008
compared with the previous forecasts, primarily due to taking into account the consolidation of Katokichi
Co., Ltd., revenue from a milestone payment related to the development of “JTT-705,” and the steady

top-line growth produced by the international tobacco business.

(Table 2) Full-term forecasts for FY 3/2008
{Unit: JPY billion)

FY 3/2007 Fy 3/2008 Fy 3/2008 Change from
Actual Farecast in Oct. JRevised Forecast| 2007 Actual
(A) (B) {C) (C-A)

Sales incl. Taxes 4,769.3 6,360.0 6,410.0 1,640.6
EBITDA 464.6 572.0 593.0 128.3
Operating Income 331.9 405.0 422.0 90.¢
Recurring Profit 312.0 370.0 363.0 50.9
Net Income 210.7 256.0 246.0 35.2

Notel: FY 3/2008 forecasts do not incorporate the amount of goodwill amortization, accompanied by the acquisition of Katokichi.
Note2: FY 3/2008 forecasts do not incorporate any impacts from the recall related to the frozen processed foods business.

NOTE REGARDING FORWARD-LOOKING STATEMENTS
This material contains forward-looking statements about our indusiry, 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 materially from those
suggested by any forward-looking statement. We assume no duty or obligation to update
any forward-looking 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 expressed in any forward-looking statement include, without limitation:

(1} health concerns 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 clsewhere;

(4)  our ability to further diversify our business beyond the domestic and international 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 any 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 Tebacco Inc. and Consolidated Subsidiaries
as of March 31, 2007 and as of December 31, 2007

Millions of yen
as of March 31, as of December 31,
) fzom S Change
(ASSETS)
CURRENT ASSETS: 1,840,808 1,299,122 (541,685)
FIXED ASSETS: 1,523,855 3,751,012 2,227,157
Property, plant and equipment: 600,435 722,208 121,772
Buildings and structures 229,019 263,282 34,263
Machinery, equipment and vehicles 152,900 213,650 60,789
Land 131,817 140,700 8,882
Other 86,698 104,535 17,837
Intangible assets: 542,880 2,715,228 2,182,347
Goodwill 360,681 2,051,819 1,691,137
Trademarks 154,980 634,416 479,415
Other 27,218 38,991 11,773
Investments and other assets: 380,538 303,575 (76,962)
TOTAL ASSETS 3,364,663 5,050,134 1,685,471
Millions of yen
as of %at')r;h 31, asof D;;%n;ber kT Change
(LIABILITIES)
CURRENT LIABILITIES: 813,196 1,588,082 774,886
NON-CURRENT LIABILITIES: 526,851 1,300,415 773,563
TOTAL LIABILITIES 1,340,047 2,888,498 1,548,450
(NET ASSETS)
SHAREHOLDERS' EQUITY: 1,920,159 2,089,619 169,460
VALUATION AND TRANSLATION
ADJUSTMENTS: 40,094 1,477 (38,617)
MINORITY INTERESTS: 64,362 70,539 6,177
TOTAL NET ASSETS 2,024,615 2,161,636 137,020
TOTAL LIABILITIES AND NET ASSETS 3,364,663 5,050,134 1,685,471




CONSOLIDATED STATEMENTS OF INCOME
Japan Tobacco Inc. and Consolidated Subsidiaries
For the nine months that ended December 31, 2006 and 2007

For the nine months

that ended Change
December 31,2006 December 31,2007

NET SALES 3,637,470 4,704,275 1,066,805
COST OF SALES 2,930,596 3,821,389 890,792

GROSS PROFIT 706,873 882,886 176,013
SELLING, GENERAL

AND ADMINISTRATIVE EXPENSES 433,413 516,116 82,703

OPERATING INCOME 273,459 366,769 93,310
NON-OPERATING INCOME: 17,425 20,571 3,146
NON-OPERATING EXPENSES: 14,858 58,709 43,851

ORDINARY INCOME 276,026 328,631 52,604
EXTRAORDINARY PROFIT: 41,048 39,346 (1,702)
EXTRAORDINARY LOSS: 13,241 23,841 10,599
INCOME BEFORE INCOME TAXES AND

MINORITY INTERESTS 303,833 344,136 40,302
INCOME TAXES-CURRENT 106,533 116,832 10,298
INCOME TAXES-DEFERRED - - -
MINORITY INTERESTS 3,813 5,452 1,638
NET INCOME 193,485 221,851 28,365




CONSOLIDATED STATEMENTS OF CASH FLOWS

Japan Tobacco Inc. and Consolidated Subsidiaries
For the nine months that ended December 31, 2006 and 2007

For the nine months

that ended Change
December 31,2006December 31,2007

Net cash provided by operating activities 349,869 207,696 (142,172)
Net cash (used in) provided by investing activities 20,378 (1,581,192) (1,601,571)
Net cash provided by (used in) financing activities (29,400) 420,257 449,658
EFFECT OF EXCHANGE RATE CHANGES ON CASH

AND CASH EQUIVALENTS 3,033 33,659 30,625
NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS 343,880 (919,578) (1,263,459)
CASH AND CASH EQUIVALENTS,

BEGINNING OF PERIOD 920,141 1,179,522 259,380
CASH AND CASH EQUIVALENTS, END OF PERIOD 1,264,022 259,943 {1,004,078)




JAPAN TOBACCO INC

2.1, Toranomon 2-chome, Minato-ku
Tokyo 105-8422 JAPAN
Phone:03-3582-3111

Contact: Yukiko Seto
General Manager Mallslgr%uﬂga”l
Media and Investor Relations Division Sectlo:s ng
Japan Tobacco Inc.
Tokyo: +81-3-5572-4292 FEB 29 zuus
FOR IMMEDIATE RELEASE W%hij?ggﬁ. DC

JT Reports Consolidated Financial Results
For the Nine-Month Period that Ended December 31, 2007

TOKYO, February 7, 2008 --- Japan Tobacco Inc. (JT) (TSE: 2914) announced today
its consolidated financial results for the nine-month period that ended December 31, 2007.

1. Overview of the Consolidated Nine-Month Financial Results

» JT’s domestic tobacco business has increased its market share slightly compared to
the same period in the previous year. However, due to a decline in overall cigarette
consumption, net sales decreased 1.1 percent, and operating income decreased 7.4
percent.

» JT’s international tobacco business', a driving force for profit growth for the JT
Group, reported increases in net sales and operating income of 145.9 percent and
145.5 percent respectively, compared to the same period in the previous year. This
was driven mainly by steady top-line growth in addition to the integration of the
Gallaher business.

> Consolidated net sales for JT increased 29.3 percent. Operating income and net
income increased 34.1 percent and 14.7 percent respectively compared to the same
period in the previous year, reflecting the strong growth momentum in the
international tobacco business.

» JT’s management has revised its net sales and earnings forecasts for the fiscal year
ending March 31, 2008, which are expected to achieve double digit growth.
Forecasted net sales for the full year was revised upward from ¥6.36 trillion to ¥6.41
trillion, and forecasted operating income grew from ¥405.0 billion to ¥422.0 billion,
while net income was revised downward from ¥256.0 billion to ¥246.0 billion.

“] am pleased to announce that the Mild Seven brand has continued to deliver a strong
performance, and this achievement will contribute to increasing our overall market share
in Japan throughout the fiscal year,” said Hiroshi Kimura, President and CEO of
JT. “Meanwhile our international tobacco business has seen organic top-line growth, due
largely to robust sales of Winston and Camel, and a strengthened and well-balanced
brand portfolio achieved through the integration of Gallaher.”

! The results of the international tobacco business for the period between January and September 2007
were incorporated into JT’s consolidated financial results for the nine-month period that ended December
31,2007,
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2. Consolidated Nine-Month Financial Results for the Period that Ended
December 31, 2007

Units: Billions of Yen

Apr. - Dec. Apr. - Dec. Net change
2006 2007 (%)
Net Sales 3,637.4 4,704.2 293
Operating income 2734 366.7 34.1
Net income 1934 221.8 14.7

3. Results by Business Segment

¥ Domestic Tobacco Business

Apr. — Dec. Apr. — Dec. Net change
2006 2007 (%)
Net Sa}}i?lli_ ons of ven) 2,624.9 2,594.8 11
Opefat(lbl‘-'ifl%l i‘gg;’lggyen) 196.7 182.1 7.4
(oiions ot erganmttes) 1355 1295 4.5

During the period, JT invested heavily in the Mild Seven brand, further strengthening its
brand equity through intensified sales promotions and the national launch of “Mild Seven
D-spec Super Lights Box.” Following these efforts, the Mild Seven brand’s market share
increased 0.3 percent, while JT’s overall market share accounted for 64.9 percent, a slight
increase compared to the same period in the previous year.

However, due to a decline in overall cigarette consumption, domestic tobacco sales
volume decreased 4.5 percent compared to the same period in the previous year. As a
result, net sales and operating income decreased by 1.1 percent and 7.4 percent
respectively.

» International Tobacco Business

Jan. — Sept. Jan. — Sept. Net change
2006 2007 (%)
Net Sa:;?lli'ons of yen) 7424 1825 142
Opera?bni%lilgg;) r(?t? yven) 709 174.0 1455
f&ﬁ?fosféeﬁfi?éi‘rﬂ?;es) 1782 2740 i
Gt sales yolume’

2 Global Flagship Brands (GFB) were revised following the acquisition of Gallaher to include eight brands:
Winston, Camel, Mild Seven, Benson & Hedges, Silk Cut, LD, Sobranie and Glamour. GFB sales
volume figures in this press release are based on the current GFB definition. Please note that GFB sales
volume figures prior to the acquisition of Gallaher include Winston, Camel and Mild Seven only.
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JT's intematioglal tobacco business continued its strong growth momentum over the nine-
month period’. In addition to the integration of the Gallaher business, the strong
performance of Winston and Camel resulted in steady top line growth.

GFB sales volume grew 35.9 percent to 145.9 billion cigarettes compared to the same
period last year, led by increased sales of Winston in Russia, Ukraine, Spain and Turkey;
and Camel in Spain, France, Italy and Russia. The GFB performance also reflected the
additional contribution of Benson & Hedges and Silk Cut in the United Kingdom and
Ireland; and LD, Sobranie and Glamour in Russia, Ukraine and Kazakhstan.

As a result, total sales volume continued a strong and balanced growth of 53.8 percent to
274.0 billion cigarettes compared to the same period in the previous year. Net sales
including tax grew 145.9 percent, and operating income increased by 145.5 percent.

> Pharmaceutical Business
Units: Billions of Yen

Apr. — Dec.
2006

Apr. - Dec.
2007

Net change
(%)

Net sales

36.0

39.7

10.3

Operating income -7.3 --4.3 -

JT’s net sales for the pharmaceutical business during the nine-month period that ended
December 31, 2007, increased 10.3 percent compared to the same period in the previous
year, due mainly to revenue from a milestone payment related to the development of
“JTT-705,” a compound for the treatment of dyslipidemia licensed to Roche for the
overseas market, while operating income posted a ¥4.3 billion loss.

JT has been successful in enhancing its R&D pipeline, and currently has 10 compounds
under clinical trial, including four newer compounds, “JTT-553,” “JTT-651,” “JTK-652"
and “JTS-653,” which have entered into their clinical trial, while the development of
“JTT-551" was ceased in this fiscal year.

» Foods Business
Units: Billions of Yen

Apr. — Dec.
2006

Apr. - Dec.
2007

Net change
(%)

Net sales®

2185

227.7

4.2

Operating income 6.6 5.6 -14.9

Net sales for JT’s foods business during the nine-month period that ended December 31,
2007, increased 4.2 percent compared to the same period last year. This was due mainly
to enhanced vending machine channels and the expansion of the processed foods
business. Operating income for the period decreased 14.9 percent, attributed to an
INCrease in expenses.

3 The results of the international tobacco business for the period between January and September 2007
were incorporated into JT°s consolidated financial results for the nine-month peried that ended December
31, 2007. Please note that the financial results from the Gallaher business after Apnl 18, 2007 were
incorporated into JT’s consolidated financial results.

4 Katokichi Co., Ltd. became a subsidiary of JT on January 8, 2008, following the successful tender offer
for the shares of the company. Please note that Katokichi’s business was not incorporated mto JT’s
consolidated financial results for nine-month period that ended December 31, 2007.
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4. Revised Outlook for the Fiscal Year Ending March 31, 2008 (consolidated)

JT’s management has updated its forecasts for net sales and earnings for the fiscal year
ending March 31, 2008, taking into account the consolidation of Katokichi Co., Ltd.,
revenue from a milestone payment related to the development of “JTT-705,” and the
steady top-line growth produced by the international tobacco business, while the
forecasted sales volume for the domestic tobacco business were revised downward.
Forecasted net sales and earnings for the fiscal year are estimated to achieve double digit

growth.

Units; Billions of Yen

FY03/2007 | FY03/2008 | FY03/2008 | Change from | Change from
Actual Previous Updated FY03/2007 | FY03/2008
Forecast Forecast Actual Previous
Forecast
(A) (B) ©) (C-A) (C-B)
Net sales 4,769.3 6,360.0 6,410.0 1,640.6 50.0
Operating

income 331.9 405.0 422.0 90.0 17.0
Net income 210.7 256.0 246.0 35.2 -10.0

Note: This forecast does not incorporate the impact of amortization of goodwill related to the acquisition
of Katokichi Co., Ltd. or any impact that may result from the recall related to the frozen processed
foods business.

Please refer to the attached date sheet for additional details regarding the forecasts.

it

Japan Tobacco Inc. is the world's third largest international manufacturer of tobacco products. The
company manufactures internationally recognized cigarette brands including Winston, Camel, Mild
Seven and Benson & Hedges. Since its privatization in 1985, JT has actively diversified its operations
into pharmaceuticals and foods. The company’s net sales were ¥4.769 trillion in the fiscal year ended
March 31, 2007.

FORWARD-LOOKING AND CAUTIONARY STATEMENTS

This document 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 materially 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, withoul 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;

litigation in Japan and elsewhere;

our ability to further diversify our business beyond the 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;

local and global economic conditions; and

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

o N O R W



. 1. Breakdown of net sales {unit; JPY biltion)

5. Amortization relating to major acquisitions

902 1,933 1,031

{Bafors royalty payment}

*1 EBITDA=operating income + dapreciation and amortization

*2 Depreciation and amortization = depraciaticn of tangible fixed asaets + amortization of
intangible fixed assets + amortization of long-term prepaid expenses + amortization of
goodwill

*3 International tobacco; 9 months ended Sep. 2007

cups owned by other companies and operated by our subsidiary. "JT-owned™ vending
machines are owned by JT. “Combined" vanding machines are owned by our subsidiaries or
affiiates ,and focus on selling JT brand beverages but also sell non-JT brand baverages.

’ :1;:1‘:.5 9:-2[::8 Change ld {unit: JPY biliion)
Dec. 2006 | Dec. 2007 ’ Smanls TTMGS T a0 | Temh
Net sales including excisa tax ™ 36374 47042 10668 Dec. 2006 | Dec. 2007 amortize | nation
Demestic tobacee 26249 2,594.8 -30.1 Former RJRI
|Excluding imported tobaceo 1,691.5 16735 -18.0 Trademark rights 219 22.0 10 | Apr-09
b ional iobaceo T42.4 1,825.3 1,082.9 Patants 30 0.5 a8 Apr-07
[Exciuding distibuson business 7424 | 1,649.4 907.0
Net sales excluding excise tax ' % 1,241 1,514.2 273.0 JT Intamational {unit: USD million}
‘ Domastic tobacco ™ 562.5 550.9 11,5 98'"':’;?’_ 9:‘;’;‘:" Years 1o
intemational tobacco ™ 4085] 6791 2708 Sep. 2008 | Sep ooy | °MOrtze
Pharmaceutical 36.0 39.7 ar Former RJR| and Gallaher
‘ Foods 218.5 2217 9.2 Trademark rights * 46 147| mainly 20
Bevarages 146.2 150.4 41 Goodwill - - 20 est.
| Processad foods 72.2 7.3 50 * Termination of trademark righls amortization: Former RJRI Apr-19, Former Gallaher Apr-27
Others 15.5 16.5 1.0
| *1 Intemational tobacco: 9 months ended Sep. 2007 6.Capltal expenditure {unit: JPY billion}
‘ *2 Net sales excluding axcise tax; Excluding imported tobaceo in domestic tobacco and Imoaths | 8 months
distribution business In intemational tobacco, respeciivaly. ended | ended | Change
Dec. 2006 | Dec_ 2007
| Capital expenditures 71.0 84.4 133
2. Leaf tobacco reappraisal profit / loss * {unit: JPY billion) Domestic tobacco 383 43.8 4.5
Ymonths |9 months Intemational tobaceo * 209 a7 6.7
endad ended Change
Dec. 2006 | Dec. 2007 Phamaceutical 22 2.3 0.1
Leaf tobacco reappraisal profit / loss T— -3.1 39 Foods 3 39 0.7
« Profit when denoted negative Others 6.1 78 1.7
* Intematicnal tobacco; 9 months ended Sep. 2007
3. Breakdown of SG&A expenses {unit; JPY bilion} 7. Cash and cash equlvalents * {unit; JPY biltion)
9;1;!:"?\5 9::1::‘3 Change Aa::;’;;;’ ! A;;: %:f Change
Dec. 2008 | Dec. 2007 .
SGEA 4334 516.1 827 Cash and cash equivalents 1,185.6 262.0 -823.5
Personnel * 114.5 1421 27.8 « Cash and cash equivalents = cash and deposits + marketable securities
Advertising and general publicity 16.7 16.4 0.2 + sscurities purchased under fepurchass agresmonts
Sales promotion 93,7 111.8 18.0 8. Intarest-boaring debt ® {unit: JPY billion}
R&D 311 328 1.6 AsolendoflAsofendof| o o
Depraciation and amortization 42,8 57.3 145 Mar. 2007 | Dec. 2007
Qthers 134.4 1554 210 interast-bearing debt 219.2 1.217.7 998.4
' Z:frnf;ﬂﬁ: g:ﬂ:?:al ia the sum of compensation, salaries, allowances, provision for * Intarest-bearing debt = short-term bank loans + bonds + long-term borrowings
, legal welfare, amployes bonuses and accrual of employes bonuses. 9. Business data B months |3 months
ended anded Change
<Domestic tobacco business> Dec. 2006 | Dec. 2007
4. EBITDA by businass segmont {unit: JPY billion) JT salos volume® (bison cigareties) 135.5 129.5 -6.0
¥ :1::::" v ;"r;:‘;" cnangs Total demand pon cigarnes; 208.9 199.6 -0.3
Doc. 2006 | Dec. 2007 JT market share 64.9% 64.9% 0.0%pt
Consolidated EBITDA kYA | _485.2 115.1 T nel sates before tax per 1,000 cigarattas (JPy) 12,276 12,699 423
Operating income 2734 366.7 93.3 JT net sales after tax par 1,000 cigaraties (JPY) 3,971 4,057 a5
Depreciation and amortization 7z 976 119.4 21.8 « Sales volume of domestic duty-free and China division is excluded, which was 2.5 billion for
Domastic iobacco EBITDA 2565 2316 RN @ months ended Dec. 2008 and 2.7 billion for 8 months ended Dec. 2007, respeciively.
Operating income 196.7 182.1 146 Fmonths |8 months
— — ) . ended ended | Change
Depreciation and amorization 59.8 62.5 27 <Intenational tobacco business> Sep. 2006 | Sep. 2007
Intemational tobaces EBITDA ™ 937 2171 123.3 Tolat sales voluma {bikon cigareties) 178.2 274.0 95.8
(perating incoma 70.9 174.0 103.1 GFB sales volume (bison cigarettss) 107.4 1459 386
Depreciaticn and amortization ? 2238 430 20.2 JPYAJSD rate for consolidation (JPY) 115.90 11841 3.5
Pharmmaceutical EBITDA -5.1 -1.9 3.2
Operating income 73 -4.3 30 Gmanths | J months
— — . . ended ended Change
Degpreciation and amortization 2.2 24 (.2 <Pharmaceutical business> Dec. 2006 | Dec. 2007
Foods EBITDA 107 9.0 -1.8 |R&D expenses (parent company) e wion) 16.4 16.8 0.4
Operating incomea 66 56 0.8
Depreciation and amortization 4.0 3.4 -0.6 Asofend of Asofendof| o)
Others EBITDA 159 17.5 1.6 <Foods business - Beverage business> Mar. 2007 | Dec. 2007
Oparating incoma 6.7 8.8 290 Number of baverage vending machines * 250,500 258,000 7.500
Depreciation and amortization 9.1 a7 0.4 JT-gwmed 3soo0| 37,000 1,000
{Referance) (unit: USD million) Combinad 66,000 71,000 5,000
International tobaceo EBITDA « Beverage vending machines include vending machines for cans and packs. ete. and for



1. Consolidated financial outlook for fiscal year ending March 31,
2008 compared to the forecast as of Cctober 2007

2. Consolidated financial cutlook for fiscal year ending March 31,
2008 compared to the results of previous fiscal year

{JPY billion} (IPY billion)
| October forecast | Revised forecast Change FY 03/2007 | Revised forecast Change
Net sales including exclse tax 6,360.0 6,410.0 50.0 Net sales including excige tax 4,769.3 6,410.0 1,640.6
EBITDA 572.0 593.0 21.0 EBITDA 464.6 593.0 128.3
Operating income 405.0 422.0 17.0 Operating income 3319 422.0 90.0
Recurring profit 370.0 363.0 -7.0 Recurring proflit 312.0 353.0 50.9
Net income 256.0 246.0 -10.0 Net Income 210.7 246.0 35.2
Return on equlty 12.5% 11.7% -0.8%pt [Return on equlty 11.3% 11.7% 0.4%pt]
(JPY billion) (JPY billion)
Qctober forecast | Revised forecast Change FY 03/2007 Revised forecast Change
Capital expenditures 142.0 138.0 -4.0 Capital expenditures 102.1 138.0 35.8
Domestic tobacco 67.0 63.0 -4.0 Domestic tobacco 55.2 63.0 7.7
Internatignal tobacco 50,0 49.0 -1.0 International tobacco 32.0 49.0 16.9
Pharmaceutical 4.5 4.5 0.0 Pharmaceutical 3.0 4.5 1.4
Foods 6.0 6.5 0.5 Foods 4.8 6.5 1.6
Other businesses 15.5 16.0 0.5 Other businesses 8.0 16.0 7.9
Consalidated financial outlook by business segrent (JPY billion Consgolidated financial outlook by business seqment {JPY billion)
October forecast | Revised forecast Change FY 03/2007 Revised forecast Change
Net sales including excise tax 6,360.0 65,410.0 50.0 Net sales including excise tax 4,769.3 6,410.0 1,640.6
Domestic tobacco 3,368.0 3,353.0 -15.0 Domestic tobacco 3,416.2 3,353.0 -63.2
[Exctuding imparted tobacco 2,171.0 2,158.0 -13.0 [Exciuding imparted tobacco 2,200.0 2,158.0 -42.0
International tobacco 2,630.0 2,640.0 10.0 International tobacco 999.6 2,640.0 1,640.3
|E-dudinq distribution business 2,370.0 2,410.0 40.0 [Exdwlnn distributlon business 999.6 2,410.0 1,410.3
Pharmaceutical 43.5 49.0 5.5 Pharmaceutical 45.4 49.0 3.5
Foods 297.0 352.5 55,5 Foods 286.5 352.5 65.9
EBITDA 572.0 593.0 21.0 EBITDA 464.6 593.0 128.3
Domestlc tobacco 300.0 300.0 0.0 Domestic tobacco 326.4 300.0 -26.4
Intemnational tobacco 254.0 267.0 13.0 Intemnatlonal tobacco 112.6 257.0 154.3
Pharmaceutical -13.0 -7.5 5.5 Pharmaceutical -8.1 -7.5 0.6
Foods 11.5 13.5 2.0 Foods 12.0 13.5 1.4
Operating income 405.0 422.0 17.0 Operating income 331.9 422.0 90.0
Domestic tobacco 213.0 214.0 1.0 Domestic tobacco 245.3 214.0 -31.3
International tobacco 193.0 202.0 5.0 International tobacco 81.0 202.0 120.9
Pharmaceutical -16.5 -11.0 5.5 Pharmaceutical -11.2 -11.0 0.2
Foods 7.0 7.5 0.5 Foods 6.7 7.5 0.7
[ Major assumptions ] { Major assumptions ]
{1)Domestic tobacco business {billions of cigarettes) (1)Domestic tobacco business {billions of cigarettes
October forecast | Revised forecast Change FY 03/2007 Revised forecast Change
Sales volume 168.0 167.0 -1.0 [Sales volume 174.9 167.0 -7.9

Excluding sales of domestic duty-free

and China division

Excluding sales of domestic duty-free and China division

(2} International tobacco business (billions of cigarettes, JPY) | (2) International tobacco business {billions of cigarettes, JPY}
October forecast | Preliminary results Change 2006 Preliminary results Change

Tobal sales volume 385.0 385.6 0.6 Tobal sales volume 240.1 385.6 145.5

[GFB sales volume* 203.0 203.2 0.2 [GFB sales volume* 145.2 203.2 58.0

1PY/USD rate 118.00 117.85 -0.15 JPY/USD rate 116.38 117.85 1.47

*GFB of FY 3/2008: Winston, Camnel, Mild Seven, B&HM, Siik Cut, LD, Sobranie, Glamour

*GF8 of FY 3/2007: Winston, Camel, Mild Seven
GFB of FY 3/2008: Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranie, Glamour
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* Excludes sales from the China, Hong Kong, and Macau markets and domestic duty-free sales.
* Original measurement Basis= JT original products + Marlboro cigarettes (until April 2005) + JT! products for the Japan market from May 2005 onward
* New measurement Basis = JT original products + JTI products for the Japan market

Domestic Tobacco Business Results

Market Share in Growing Segments

-———\y

1. Quarterly Sales Volume (billions of cigarettes) 1. 1mg Tar
Apr-dun ! Jul-Sep | Cct-Dec : Jan-Mar Total (1} JT 1mg Tar Product Share (%)
FY 03/2006 505 48.5 48.1 42.2 189.4 Original Basis | Apr-Jun ! Jul-Sep ! Qct-Dec | Jan-Mar Total
FY 03/2007 54.0 36.8 446 ! 39.3 174.9 FY 03/2006 10.6 11.7 ¢ 12.2 12.5 11.7
FY 03/2008 42.7 % 43.0 43.7 ¢ FY 03/2007 12.4 12,5 13.3 13.6 12.9
* The above mentioned figures include sales of Marlbaro cigarettes unii April 2005 and JTI FY 03/2008 13.9 13.7 ¢ 14.0 /
products (Carnel, Winston, Salem elc.) for the domestic market from May 2005 onward. New Basis Apr-Jun Jul-Sep : Oct-Dec : Jan-Mar Total
FY 03/2006 11.3 1.7 12.2 12.5 11.9
FY 03/2007 12.4 125 133! 13.6 12.9
2. Quarterly Retail Price Sales {billions of JPY) FY 03/2008 13.9 | 13.7 ! 1401 "
Apr-Jun @ Jul-Sep | Oct-Dec : Jan-Mar Total {2) JT Share in 1mg Tar Segment (%)
FY 03/2006 694.7 : 664.2 658.2 ! 578.0| 25952 Original Basis | Apr-Jun | Ju-Sep ! Oct-Dec : Jan-Mar
FY 03/2007 740.3 ! 547.5 664.6 : 587.01 25395 FY 0372006 55.7 60.4 ! 60.8 : 61.6
FY 03/2008 636.7: 6414 6516 — |__— | FY 03/2007 61.3 60.9 ! 62.4 ¢ 62.2
* Retall price sales = sales voluma * fixed retail price. FY 03/2008 62.0 61.6: 62.1 /
* The above mentioned figures include sales of Marlboro cigarettes until April 2005 and JTI New Basis Apr-Jun Jul-Sep ! Oct-Dec : Jan-Mar
products {Camel, Winsten, Salem etc.) for the domestic market from May 2005 onward, FY 03/2006 59.7 60.4 : 60.8 : 61.6
FY 03/2007 61.3 60.9 : 6241 62.2
FY 03/2008 62.0 61,6 6211 "
3. Quarterly Net Sales Per Thousand Cigarettes (JPY})
Apr-Jun i Jul-Sep | Oct-Dec : Jan-Mar | Total 2. Menthol
FY 03/2006 11,715 11,653 11,657 1 11,667 11,674 (1} JT Mentho! Product Share %
FY 03/2007 11,6631 12,677 12,688 | 12,699 12,3714 Original Basis | Apr-fun | Jul-Sep : Oct-Dec ! Jan-Mar Total
FY 03/2008 12,698 : 12,694 12,704 : FY 03/2006 8.1 65 : 8.6 6.7 7.0
" Net sales per thousand cigareties FY 03/2007 6.7 6.9 6.7 ! 71 6.8
= {retail price sales - retailer margins - consumption tax) / sales volume * 1,000 FY 03/2008 7.2 7.5 7.2:
* The above mentioned figures include sales of Maribaro cigarettes until April 2005 and JT New Basis Apr-Jun | Jul-Sep : Oct-Dec : Jan-Mar Total
products {Camel, Winston, Salem ste.) for tha domestic market from May 2005 enward, FY 03/2006 6.3 8.5 6.6 B.7 6.5
FY 03/2007 6.7 8.9 : 6.7 : 7.1 6.8
FY 03/2008 7.2 7.5 7.2
4, Quarterly Net Sales Excluding Excise Tax {2) JT Share in Menthol Segment {%)
Per Thousand Cigarettes (JPY) Qriginal Basis | Apr-Jun | Jul-Sep ; Oct-Dec : Jan-Mar
Original Basis | Apr-Jun : Jul-Sep ! Oct-Dec : Jan-Mar Total FY 03/2006 45.1 344! 4.9 351
FY 03/2006 3,901 : 3,845 3,849 : 3,857 3,864 FY 03/2007 35.0 341! 338 34.8
FY 03/2007 3,852 ! 4,050 4,050 ! 4,056 3,990 FY 03/2008 34.9 35.2: 340 _—"
FY 03/2008 4,056 : 4,053 4,063 : New Basis Apr-Jun | Jul-Sep : Oct-Dec ! Jan-Mar
New Basis Apr-Jun ! Jul-Sep | Oct-Dec ! Jan-Mar Total FY 03/2006 4.7 344 349 35.1
FY 03/2006 3,845 ¢ 3,846 3,849 ! 3,857 3,849 FY 03/2007 35.0 M1 338! 34.8
FY 03/2007 3,852 : 4,050 40501 4,056 3,990 FY 03/2008 M9 35.2: 340! —
FY 03/2008 4,056 : 4,053 4,063
* Net sales axcluding excise tax per thousand cigarettes 3. JPY 320 or abovs*
= (retail price sales - retailer margins - consumption tax - excise faxes) / sales volume * 1,000 {1) JT JPY 320 or above Product Share {%)
Original Basis| Apr-Jun | Jul-Sep @ Oct-Dec : Jan-Mar Total
FY 03/2006 8.8 5.1 5.4 5.9 6.3
5. Quarterly JT Market Share (%) FY 03/2007 5.7 54 52 5.5 5.5
Original Basis | Apr-dun : Jul-Sep | OctDec : Jan-Mar [ Total FY 03/2008 56 5.2 5.4 1 "
FY 03/2008 69.6 : 65.4 65.3 ; 65.2 66.4 New Basis Apr-Jun | Jul-Sep ! Oct-Dec ! Jan-Mar Total
FY 03/2007 65.5 ! 64,2 64.7 64.5 64.8 FY 03/2006 5.1 5.2 : 54 1 59 5.4
FY 03/2008 64.9 ! 64.5 65.3 ! FY 03/2007 5.7 5.4 52 5.5 5.5
New Basis Apr-Jun i Jul-Sep | Oct-Dec : Jan-Mar Total FY 03/2008 5.6 52 5.4
FY 03/2006 66.1 ! 65.5 65.3 ! 65.2 65.5 (2) JT Share in JPY 320 or above Segment {%)
FY 03/2007 65.5 64.2 64.7 84.5 64.8 Original Basis | Apr-Jun | Jul-Sep i Oct-Dec : Jan-Mar
FY 03/2008 649! 64.5 65.3 FY 03/2006 39.1 22.2 231 24.5
FY 03/2007 24.3 225 226 23.2
FY 03/2008 23.5 22.0: 225
New Basis Apr-Jun | Jul-Sep : Qct-Dec ! Jan-Mar
FY 03/2006 22.6 223! 23.2: 24.5
FY 03/2007 24.3 225 226 23.2
FY 03/2008 23.5 220 225:
* JPY 300 or abova until Apr-Jun. 2006
4. Quarterly D-spec Product Share {%)
Apr-Jun | Jul-Sep @ Oct-Dec . Jan-Mar Total
FY 03/2006 0.91 1.24 . 178 : 3.12 1.72
FY 0372007 4.12 3.84 ! 3.85 ! 4.34 4.04
FY 03/2008 4.41 410 4.77

* Pianissimo and Pramier have been sold as D-spec products since March 2006,

Bevel! Flair have been sold as D-spec products since December 2008,




Japan Tebacco Inc. Clinical development (as of February 7, 2008)

Code

Stage

Indication

Mechanism

Characteristics

R_ig!us

JTT-705
(oral)

Phasc1(JPN)

Dyslipidemia

CETP inhibitor

Decreases LD and increases HDL by
inhibition of CETP
-CETP:Cholesteryl Ester Transfer
Protetn, facilitates transfer of
cholesteryl ester from HDL 10 LDL
-HDL:High density lipoprotein, Good
Cholesterol

-LDL:Low density lipoprotein, Bad
Cholesterol

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

Roche has decided to
move into phase 3.

JTT-130
(oral)

Phase2(JPN)
Phase2(0Overscas)

Hyperlipidemia

MTP inhibitor

Treatment of hyperlipidemia by
reducing absorption of cholesterol and
triglyceride via inhibition of MTP
-MTP:Microsomal Triglyceride
Transfer Protein

JTK-303
(oral)

Phasc1(JPN}

HiV infection

Integrase inhibitor

Integrase inhibitor which works by
|blocking integrase, an enzyme that is
involved in the replication of HIV
-HIV:Human Immunodeficiency Virus

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

JTT-302
{oral}

Phase2(Overscas)

Dryslipidemia

CETP inhibitor

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

-LDL:Low density lipoprotein, Bad
Cholesterol

JTT-305
(oral)

|Phasc2{JPN)
Phase1{Overscas)

QOsteoporosis

CaSR antagonist

[ncreases BMD and decreases new
vertebral fractures by accelerating
endogenous PTH secretion via
antagonism of circulating Ca on CaSR
in parathyroid cells

-BMD: Bone Mineral Density

-PTH: Parathyroid Hormone

-CaSR: Calcium-Sensing Receptor

JTT-552
(oral)

Phase2(JPN)

Hyperuricemia

URAT1 inhibitor

Decreases serum urate concentration by
increasing urinary urate excretion via
inhibition of URATL.

-URAT 1: Urate Transporter |

JTT-553
(oral)

Phase 1{Overscas)

Obesity

DGAT! inhibitor

Reduces fat absorption from the small
intestine and inhibits fat synthesis in
adipose tissue via inhibition of DGATI
-DGATI: Acyl CoA: diacylglycerol
acyltransferase |

JTT-651
(oral)

Phasc1{JPN)

Type 2 diabetes mellitus

GP inhibitor

Decreases blood glucose by suppression
of glucose output from liver via
inhibition of GP

-GP:Glycogen Phosphorylase

JTK-652
(oral)

Phasc [{Overseas)

Hepatitis C

Entry inhibitor

Treatment of hepatitis C by inhibiting
the infection process of HCV into
hepatocytes

-HCV:Hepatitis C Virus

JTS-653
(oral)

Phase1{(JPN)

Pain
Overactive Bladder

TRPVI antagonist

Improves pain and overactive bladder
via antagonism of TRPV1 on sensory
neurons

- TRPV |:Transient Receptor Potential
Vanilloid subtype 1

Changes from the previous announcement on October 31, 2007:

JTS-653 entered into clinical tnal stage in Japan.
JTT-552 advanced from phase | to phase 2 in Japan.
Roche, licensee of JTT-705, decided to move into phase 3, therefore this information is added in the "Rights” column above.




JAPAN TOBACCO INC.

2-1, Toranamon 2-chome, Minato-ku
Tokyo 105-8422 JAPAN
Phone:03-3582-3111

Contact: Yukiko Seto
General Manager
Media and Investor Relations Division
Japan Tobacco Inc.

Tokyo: +81-3-5572-4292 SEC Mail
Mall Progessing
Section
FEB 29 LUUB
FOR IMMEDIATE RELEASE

Washington, DC
169

JT Reports International Tobacco Business Results for
January - December 2007

Tokyo, February 7, 2008 -- Japan Tobacco Inc. (JT) (TSE: 2914) announced today its
international tobacco business results for the twelve-month period between January 1
and December 31, 2007.

In the full year that ended December 31, 2007, JT International (JTI), JT’s international
tobacco business subsidiary, significantly increased its growth momentum. Combined
with the Gallaher business which was acquired on April 18, 2007, JTT’s total sales
volume increased 60.6 percent to 385.6 billion cigarettes.

Global Flagship Brand' (GFB) sales volume increased 40.0 percent to 203.2 billion
cigarettes, compared to the previous year. This increase was driven mainly by
Winston in Russia, Ukraine, Turkey and Spain; Camel in Spain, France, Italy and
Russia. GFB performance also reflects the additional contribution of Benson &
Hedges and Silk Cut in the United Kingdom and Ireland; and LD, Sobranie and
Glamour in Russia, Ukraine and Kazakhstan.

Net sales including tax increased 138.7 percent to US$20.504 billion, and net sales
excluding tax amounted to US$8.031 billion, an increasc of 69.8 percent from the
previous year. Net sales per thousand cigarettes excluding tax rose 5.8 percent to
US$20.8.

' GFB includes eight brands: Winston, Camel, Mild Seven, Benson & Hedges, Silk Cut, LD, Sobranie and
Glamour.



JT

Quarterly and full fiscal year sales results
{October-December and total results for 2007 are preliminary)

2006 Results 2007 Preliminary Results
Jan- | Apr- | Jul- | Oct- Jan- | Apr- | Jul- | Oct-
Mar | Jun Sep | Dec Total Mar | Jun Sep | Dec Total
Total sales volume 52.1 | 616 | 645 | 61.9 | 240.1] 57.7 | 101.6 | 1146 | 111.6 | 385.6
(billions of cigarettes)
GFB sales volume | ) ¢ | 357 | 300 | 37.8 | 1452 | 355 | 528 | 576 | 57.3 | 2032
(billions of cigarettes)
Net sales, including
tax 1,860 | 2,187 | 2,359 | 2,184 | 8,590 | 2,282 | 5,424 | 6,108 | 6,690 | 20,504
(millions of USS)
Net sales, excluding
tax 1,018 | 1,197 | 1,311 | 1,204 | 4,729 | 1,258 | 2,097 | 2,333 | 2,343 | 8,031
(millions of US$)
Net sales per
thousand  cigarettes, | 15 | 194 | 203 | 194 | 197 | 218 | 206 | 204 | 210 | 208
excluding tax
(USS)

Note:

I. Gallaher results are incorporated from April 18, 2007 onward.
2. All net sales information excludes the distribution businesses acquired as part of the Gallaher

transaction.

3. In the above table, GFB sales volumes are based on the current GFB definition.
GFB sales volumes during the pre-acquisition period include Winston, Camel and Mild Seven only.

HH#

Please note that

Japan Tobacco Inc. is the world's third largest international manufacturer of tobacco products. The

company manufactures internationally recognized cigarette brands including Winston, Camel, Mild

Seven and Benson & Hedges.

Since its privatization in 1985, JT has actively diversified its

operations into pharmaceuticals and foods.
fiscal year ended March 31, 2007.

The companys net sales were ¥4.769 trillion in the



JT International
Business Results for 2007

(unaudited)

February 8, 2008
Tokyo, Japan
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1
Forward-Looking and Cautionary Statements m

This presentation contalns forward-looking statements about cur industry, business,
plans and objectives, financial conditions and results of operations based on current
expectations, assumptions, estimates and projections. These statements discuss future
expectations, identify strategies, discuss market trends, contain projections of
operational results and financial conditlon and state other forward-lgoking 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 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, uncertainttes 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;

2) legal or regulatory develop ts and changes; Including, without limitation,
tax increases and restrictions on the sale, marketing and usage of tobacco
preducts, governmental investigations and privately imposed smoking
restrictions;

3) litigation in Japan and ¢lsewhere;

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

5) 0|f.|r ability to successfully expand Internationally and make investments outside
of Japan;

6) competition and changing consumer preferences;

1) the impact of any acquisitions or similar transactions;

8) local and global economic conditions; and

g9) fluctuations in foreign exchange rates and the costs of raw materials. 2
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Pierre de Labouchere

President
&
Chief Executive Officer

3
Our Strategy - Focus on Quality Top Line Growth m
(Indux 2000 = 100) — "former GFB" voluma (Winston, Cama!, Mild Seven, Salem)
200
Sirowth (n 2007
180 - 12.9%
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CAGR? 2000-2007 N
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~ Consistent brand equity building strategies are paying off
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Our Strategy - Focus on Quality Top Line Growth AL

{index 2000 = 100) =—u Total former JTI Net Sales

220

200

180 1

10.4%

160

140 1

120 1

100 + + t + ¥ +
2000 2001 2002 2003 2004 2008 2006 2007+

2t nro LB S D b o 0 g Ry e e . PIR SN N ) a3 i S st "

S B TEe AT G O B R R I A

» “Former” JTI Net Sales doubled in 7 years

e p—— - -

* CAGR = Compound Annual Growth Rate 5
=« 2007 Net Sales derived from former JT1 operations onty, +.e. axduding acquisition benefits,

Our Strategy - Focus on Quality Top Line Growth L

Building outstanding brands
Enhancing Productivity
Responsible behavior

Developing people

I T S o L A I DR I PV S EEPE RN I 3 e B S I AT A A TR

-~ JTI Mission: To be the growth engine of the JT Group




Integration - Rapid progress, no disruption mw
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Direction Status
> No business disruption s+ Confirmed synergies of at
> Speed least US$ 400 million, by

2010
» Manufacturing footprint

One organization

A

Internal management

‘.‘

» Procurement

» Sales & distribution
» Business process

» Brand portfolio

7
Integration - GFB Portfolio benefits m
= \ Y
G B Winston S S
m CHIAT TANT 3LV MlLD SEVEN
. ' SILK 3.,
LD CUT J LT G?Mkamx
Greater opportunities for Quality Top Line Growth = "
» Strong focus on Quality and Execution Excellence

_Re-investment in new brands . N

8




JT International 2007 Like-for-like Results m
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Full Year Results
Like-for-like
(Bn units equivalent}

2006* 2007** Change
Volume 423 431 8 2%
| GFB Volume 199 216 17 8%
(US$ million)
| EBITDAX** I 2,455 I 2,830 I 375 I 15% I

T GFBs grew 8%, despite application of JTI policies
~ Mid-teen EBITDA growth maintained at 15%
» Solid performance of the former JTI business
. _-._No_ business disruption during integration process
Nogteg " 2006 {Like-for-like): JTI and GaSlaher aggregated (Exchange rates used 1.54 GBP/USSE)

= 2007 (Uke-for-tike}: Induding hypothetical full year Gallaher contribution 9
* EBITDA: before royalty payment to JT

e ———p——

JT International 2007 Results m

Full Year Results

{Bn units equivalent)

2006 2007 Change
Volume 240.1 385.6 145.5 £0.6%
GFB Volume 145.2 203.2 58.0 40.0%
{(US$ million)
Net Sales before tax 8,590 22,405 13,815 160.8%
Net Sales after tax 4,729 8,979 4,250 89.9%
EBITDA 1,090 (2,428) 1,338 122.7%

EBITDA more than doubles versus 2006
~ Organic growth momentum continues
_Gallaher acquisition significantly improves scale

Rk e -

Notes 2007 volumes and Nnandals Indude farmer Gallaher businesses sfter 18 April 2007. AN non-cigarettes volumes are tonverted at
product spediic rates.
GFS in 2006: Winston, Came. Mid Seven 10
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Yasushi Shingai

Chief Financial Officer
and Deputy CEQC

- Business Overview -

1

g

JTI Performance Around the Worid m
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Worid




Volume and Net Sales by Cluster of Markets
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Net Sales

L e W]

Volume

Lata R = S e )

North &
Central
Europe,’
{ th 10%"
Rest of the Rest of the

World, 30%

World, 25% / [Europs, 4954

West Europe,
14% South &
West Eurape,

21%

T Pe A

m
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A balanced Net Sales spread

EREL SNV S AY

- With significant Top and Bottom Line growth opportunltles
. e et Dt e D g BB bt e TS g AT %
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GFB growth by Cluster of Markets

J¥i

GFB Volume growth in 2007
New GFB share

-

In growth*
North & Central 196% 100%
Eurcpe

CIS+ [arammad 70% Gav
South & West

Europe 52%
Rest of the

World D%

Bl S T - R A i e A AR s

PR

Larger presence in North & Central Europe
Combined strengths in CIS+ and South & West Europe

s tad ey e el G e i L OIS SRR Ly e L R

it e

* Share of Benson & Hedges, Silk Cut, Glamour, Sobrane and LD of 2007 GFB volume growth




Net Sales per ‘000 by Cluster of Markets m
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Relative Nat Sales per '000 by Clustar of Markets

[
ITT average ettt 100%

North & Centra
Europe

188% |

CIS+ 63%
South & West 147%
Europe

Rest of the
World 121%

Y = A S M B A e B B B RS L SRR e £ T BY N LB A P i T

- North & Central Europe driven by UK
~ CIS+ drwen by acqmred portfollo of base brands in Russia

15
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North & Central Europe - Performance
E=2GFB Volume R Total Voluma —é—Net Sales par ‘000 Index
(Bn unlits} {1004 = 100}
50 130
2004 2005 2006 2007
O OO e S AR TR A i S R il 1T R DR A
Ssx fold increase in volume
~ Significant Net Sales per '000 improvement driven by the United
Kingdom and Republic of Ireland B e i et i
2 haaaa e o G TR ENL L LI W3 S I Ay TN Qe Lo
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North & Central Europe - ey market presence m
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Share of Market H1 2007

11 GFB 8 Other Brands

s0% 3

40%

3I0%

0%

10%

%

Trelarnd Unitad Kingd § Swed

i o B T e I A e . S R S

- JTI has now leadership position in the Republic of Ireland, Austria,
Sweden, and strong #2 in the United Kingdom

et At T ol Tt 2 S S G T
Sources: All Share of Market data obtalned from external sources
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CIS+ Performance m

E=EGFB Volums I Total Voluma —a—Nat Sales per "000 index

(B units) {2004 = 100)
200 p 120
-
150 JAETw
o 110
100
100
50
[} . !0
2004 2005 2007
LR IR 3 A B e T M A I T TR BB S e, CAUCTREE e

~ Total volume up 80% in 2007; Winston #1 in CIS +
» Net Sales Index declined driven by increased weight of value brands

n } T Yo
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CIS+ Key market presence
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Shar of Market H1 2007

GFB wOther Brands

29%
0%
20% T
10% [
0% -
Kazakhstan Russia Ukraine Romanla
LR S W»“ e N T LS T T IO i N L B S N S e A

- Leading or chailenging positions in all key markets with strengthened
portfolio covering all strategic price points

PP PSR e S s Sk ki e a

Sources: All Share of Market data obtained from external sources
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South & West Europe — Performance

E=GFB Volume =73 Total Volumae —é— Nat Sales per ‘000 Indax

{8 units) (2004 = 100)
60

40 110
20 1o
0 90
2004 2005 2006 2007
= o T

R IR T o At o s A A
Total volume up 38% in 2007

- Camel and Winston are the historical growth drivers. Portfolio
enhancement by the addition of Benson & Hedges and Silk Cut |

20




South & West Europe - {ey market presence w
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Shars of Market H2 1007

HGFB »Other Brands

5%

10% P
15% 14% 14%
10%
5%
0%
Spain Raly France Graece

g EAA A PECRLEETE A L S A PR AP B R o B B B i AT M
- Significant Share improvement in Spain, Italy, France and Greec
where Gallaher adds an average of 2-4 percentage points on top of
Winston / Camel share growth
. Py ety ey v ogE L —af

i U al o : T e e

Sourtes: Ail Share of Market data obtained from external sources
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Rest of the World - Performance m

E3GFB Volume B3 Total Yolume —e—Net Sales per "000 index

{8 units) (2004 = 100)
e 120
80
b 110
&0
a
100
20 1
ol %0
1005
Ty g TR T =

Total volume up 12% in 2007
- Net Sales Index continue to improve, led by Mix and Price across all
key markets
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Rest of the World - Key market presence m

Share of Markat H2 2007

11GF8 P Other Brands

40%

20w Fo

20% 18%

15%
- ) 13%
0% +

Talwan Malaysia Turkay Canada
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- Talwan #1 position regalned after Q4 2006 pnce increases
. Turkey Wlnston drwes Share of Market up 3.2ppt
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The Future

i . - . - L
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Driving Growth through continues improvement m
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EBITOA & EBITDA margin® Evolution

4,500
I0% 0% J0+%

l!ﬁ’,/ -

3,500 e

> +10%)
1,000
. 12% R :

2,500

4,000

2,000
1,500
1,000

2000 o0 2002 003 2004 2005 2008 1007 2007 \, Direction
Nka-for-§ 2008
fika
T T

B A Xk U S e L e AT AL Sl ¥
~ Towards an 2008 EBITDA in excess of US$ 3 Billion

* EBITDA includes Distribution business, EBITDA margin exchudes Distridution business

25

The Future AL

# Consistent Quality Top Line Growth Strategies

> Striving to reach in excess of 10%* EBITDA growth
per year for the next 3 years

The Profit Growth Engine of the JT Group

(*) Growth based on 2.83 biflion US dotlar in 2007, on a Like-for-like basis "
Fd
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JT to Transfer Stake in Frontier REIT Management
to Mitsui Fudosan

Tokyo, February 18, 2008 --- Japan Tobacco Inc. (JT) (TSE: 2914) announced today
that the company and Mitsui Fudosan Co., Ltd. (Mitsui Fudosan) (TSE: 8801), a
leading real estate developer in Japan, have agreed to the transfer of JT’s entire stake
in Frontier REIT Management Inc., a wholly-owned subsidiary of JT managing assets
for Frontier Real Estate Investment Corporation (FRI) (TSE: 8964), to Mitsui Fudosan.
FRI is a real estate investment trust in Japan specializing in commercial facilities

nationwide.

The agreement was reached by JT and Mitsui Fudosan with the aim of forging
stronger ties between Mitsui Fudosan, which brings vast experience and expertise in
the development and management of commercial facilities, and FRI, which maintains
a stable revenue base, in order to further contribute to the growth of FRI'.

The expected date of transfer of shares is scheduled for March 24, 2008.

! Press releases related to the agreement are also issued by Mitsui Fudosan and FRI today, February 18,
2008.



Corporate Profiles

Japan Tobacco Inc.

Business area: Manufacture and sale of tobacco, pharmaceutical and
food and beverage products

Established: April 1, 1985

Headquarters: 2-1, Toranomon 2-chome, Minato-ku, Tokyo

President and CEQ: Hiroshi Kimura

Mitsui Fudoesan Co., Ltd.

Business area: Real estate development, property management, and
leasing of commercial and office properties

Established: July 15, 1941

Headquarters: 1-1, Nihonbashi-Muromachi 2-chome, Chuo-ku, Tokyo

President and CEQ: Hiromichi [wasa

Frontier Real Estate Investment Corporation

Business area: Investment focusing on real estate properties and real
estate-backed securities

Established: May 12, 2004

Headquarters: 17-22, Akasaka 2-chome, Minato-ku, Tokyo

Executive Director:  Shunpei Nishikata

Frontier REIT Management Inc.

Business area: Asset management mainly focusing on real estate
investment trusts

Established: August 26, 2003

Headquarters: 17-22, Akasaka 2-chome, Minato-ku, Tokyo

CEO and Representative Director:  Shinichi Totani
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Japan Tobacco Inc. is the world’s third largest international manufacturer of tobacco
products. The company manufactures internationally recognized cigarette brands including
Winston, Camel, Mild Seven and Benson & Hedges. Since its privatization in 1985, JT has
actively diversified its operations into pharmaceuticals and foods. The company's net sales
were ¥4,769 trillion in the fiscal year ended March 31, 2007.



JAPAN TOBACCO INC.

2-1, Toranomon 2-chome, Minato-ku
Tokyo 105-8422 JAPAN
Phone:03-3582-3111

Contact: Yukiko Seto
General Manager
Media and Investor Relations Division
Japan Tobacco Inc.
Tokyo: +81-3-5572-4292

FOR IMMEDIATE RELEASE

Gallaher to Make a Valuation Payment to Reynolds
Following the Termination of Joint Venture

Tokyo, February 21, 2008 — Japan Tobacco Inc. (JT) (TSE: 2914} announced today
that Gallaher Limited (Gallaher), a JT International (JTI)' Group company, has agreed
with R.J. Reynolds Tobacco C.V. (RIRTCVY: that, following the termination of their
joint venture, Gallaher would pay a total of €265 million to RJRTCV as a Valuation
Payment, in accordance with the terms of the joint venture agreement.

In 2002, RJRTCV and an affiliate of Gallaher formed a Swiss joint venture, “R.J.
Reynolds — Gallaher International SARL” (RGI), with the aim of manufacturing and
marketing American-blend cigarettes in certain European markets. Each party holds a
50 percent stake in the joint venture.

JT acquired Gallaher Group Plc in April 2007, upon which RJRTCV elected to
terminate the joint venture prior to its expiration date, pursuant to the terms of the

joint venture agreement. Subsequently, the RGI business was terminated on
December 31, 2007.

According to the joint venture agreement, the party whose licensed trademarks have
the greater value shall, upon termination of the joint venture, make a payment to the
other party of a mutually agreed amount calculated in accordance with the terms and
principles set forth in the agreement.

Of the total payable amount of €265 million, Gallaher will pay €106 million on or
before April 20, 2008 (London time), and €26.5 million will be paid in each of the
following six years.

The Valuation Payment is booked as a liability in the purchase price allocation related
to IT’s acquisition of Gallaher, which will begin to be amortized in the fiscal year
ending March 31, 2009. As a result, no impact on JT’s earnings forecast is expected
for the fiscal year ending March 31, 2008.

HiH#

! JTI is the international tobaceo arm of JT.
2 RIRTCV is an indirect wholly owned subsidiary of Reynolds American Inc.
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