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HIGHLIGHTS FOR 2004

Sales turnover 1996 - 2004 (Tsh billion)
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Gross turnover up by Tsh 11.3 billion or 10% from
Tsh 109.2 billion in 2003 to Tsh 120.5 billion in 2004.
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Excise duty and VAT 1996 - 2004 (Tsh billion)
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Excise duty and VAT up by Tsh 6.1 billion or 14% from
Tsh 44.4 billion in 2003 to Tsh 50.5 billion in 2004.

Operating profits 1996 - 2004 (Tsh billion)

30

2547

20|

Operating profit up by Tsh 1.1 billion or 4% from Tsh 24.5
billion in 2003 to Tsh 25.6 billion in 2004.
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HIGHLIGHTS FOR 2004 (continued)

Profit before tax 1996 - 2004 (Tsh billion)
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153 1 S Tsh 24.7 billion in 2003 to Tsh 25.6 billion in 2004.
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Ordinary dividend 1996 - 2004 (Tsh per share)
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Note: Special dividend per share

FY 2001: Tsh 80
FY 2002: Tsh 160

30 FY 2003: Tsh 63
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Gross ordinary dividend maintained at Tsh 156 per share.



FROM THE CHAIRMAN

Business environment

The business environment surrounding the world tobacco business continued to be difficult in 2004.
There were a number of lawsuils against tobacco companies, a ban on the use of words such as “mild”
and “light” to describe tobacco products in many countries, and the adoption by the World Health
Organisation of the first-ever international treaty on tobacco control. In Tanzania, cigarette excise tax
went up 5%. The Shilling depreciated 5% in the first half of 2004 and the presence of untaxed
international cigarette brands continued unabated.

2004 Company Performance

Despite these challenges, | am plcased to report another year of solid
performance. Net turnover (excluding excise duty and VAT) increased 8% and
gross profits were up 6% from the previous year.

Pricing of our brands remained unchanged during the year, with TCC absorbing
the excise increase of July 2004. This contributed to record unit sales. 2004
exports were also at an all time high.

Profit hefore taxation increased 4%, which in part reflected the continued
investment made in 2004 behind our brands and selling infrastructure.
This investment is critical to the long-term health of the business, as the
market is increasingly open to competition from within Tanzania and our
East African neighbours.

TCC’s tax holiday expired on July 31, 2003, after which the Company’s profits
have been subject to corporation lax. This impacted the net profit in 2004

TCC Dividend

It is my pleasure to announce that the TCC Board of Directors has declared a final net dividend of Tsh
74 per share for 2004. This will be paid to all sharcholders registered at the Dar es Salaam Stock
Exchange at closure of the register on April 6, 2005. Together with the interim net dividend of

Tsh 74 per share, this provides a tolal net dividend of Tsh 148 per share.

Tax contributions made by TCC

The Government and the people of Tanzania continue to benefit from TCC's solid and consistent
business performance. The Company contributed approximately Tsh 60 billion in various taxes to the
Government during the year, up 26% from 2003. This contribution is equivalent to 5% of the estimated
Government Development Budget for 2003/04.

Social Responsibility

The Company contributed over Tsh 100 million to various community initiatives during 2004. TCC
implemented a Health and Safety Program aimed al prolecting the environment and minimizing the
risk of work-related accidents. TCC's Environmental Protection Program was 1SO 14001 certified in
2004, one of the first companies in Tanzania to receive this certification.

In addition, TCC was a founding member of the AIDS Business Coalition of Tanzania (ABCT).
Formed in 2004, ABCT's mission is to share best practices among businesses in the fight
againsl the HIV/AIDS pandemic.




FROM THE CHAIRMAN (continued)

Corporate governance

TCC, a subsidiary of JT International Holding BV and publicly listed on the Dar es Salaam Stock
Exchange, is committed to the principles and practices of good corporate governance, and strictly
follows Japan Tobacco’s global standards, policies and procedures.

Prospects for 2005

The outlook for 2005 is marked with a number of uncertainties. Performance will depend on the
strength of the economy, the development of the Shilling, excise taxation and the competitive
environment. Two new competitors entered the market in early 2005, and the East African Customs
Union commenced on January 1st, 2005.

However, | am optimistic about the Company’s prospects for 2005. This is based on the strength of our
employees, the equity of our brands, the support from our parent company Japan Tobacco, our sales
and distribution infrastructure and our ability to react to new challenges.

Conclusion

On behalf of the Board of Directors, thanks to the many stakeholders that have contributed to TCC's
continued success: the tobacco farmers and processors, suppliers, distributors, kiosk and vendor cart
retailers, employees, the Government and ils agencies, TCC's parent company, JT International, our
loyal customers and shareholders.

Yours sincerely,

William Schulz, Jr.
Chairman and CEO.
March 8, 2005

[$2}



BUSINESS REVIEW

Sales and Marketing

Total unit sales increased 7.5% in 2004, with TCC achieving record sales in both Tanzania and export
markets. Net sales turnover increased 8% to Tsh 70 billion. Most of the growth came from our higher
margin brands of Sportsman, Sweet Menthol and Embassy. The key drivers of this performance were
the investments in the sales and distribution infrastructure and in further building brand equity. Retail
pricing was also maintained during the ycar, with the Company absorbing the excise tax increase of
July 2004. Stability in pricing, an optimistic outlook for the Tanzania economy, and the ability of TCC
to positively adapt to changes in the external environment, provides confidence for the future.

Camel Full Flavor and Camel Lights were launched in 2004. Together with the Winston brand, Tanzania
consumers are able to enjoy two of the world’s top five selling brands.

New thematic campaigns were rolled out in 2004. The Sportsman campaign demonstrates highlights
of everyday life. The Sweet Menthol campaign depicts turning ordinary moments into fun moments.
The Sweet Menthol Fiesta, held annually, was a bigger success than ever. Over fifty music acts
performed at the event in Dar es Salaam, and over 12,000 adults attended. For the first time, the Sweet
Menthol Fiesta was also staged in Arusha and Mwanza, and attended by over 25,000 adults.
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BUSINESS REVIEW (continued)

During the year, TCC worked closcly with relevant agencies to stem the unabated flow of untaxed
cigarettes. Untaxed cigarettes, commonly referred to as contraband, continued to negatively impact
both the Company and the Tanzania Government in terms of its tax revenue collection. The lack of a
tax stamp scheme in Zanzibar o distinguish legal from illegal cigarettes remains a concern. TCC is
working closing with the Zanzibar authorities to address this weakness.

Export sales continued to show positive growth momentum, driven by the growth of Sportsman in
Democratic Republic of Congo and Club in Mozambique.

Manufacturing

Improvement in quality and operating performance continued to be the key focus in manufacturing.
The Company invested in new machinery and equipment to improve product quality, output and the
general working environment of TCC employees. A global Enterprise Resource Planning system, driven
by SAP software, was implemented to help optimise the Company’s purchasing, production and selling
activities. This required a team of 14 Tanzanians to spend most of 2004 in the JT International
manufacturing centre in Trier, Germany. The benefits of this new system will materialise in the form of
operating cfficiency and improved quality of management information for decision-making.

An environmental, health and safety program was implemented during 2004. The program
aims o minimize waste, cut emissions, conserve energy and avoid accidents at the work
place. The Company was also ISO 14001 certified during the year. This is in line with the
direction set by the parent company JT International, and is a requirement for all factories
operating under the Japan Tobacco umbrella.
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Human Resources

The Company continued to place greater
emphasis on recruiting new talent, training and
development of employees. This investment
reflects the Company’s continued belief in its
employees, and its commitment to reinforce
and build its human capital as a key driver for
sustainable, quality growth.

A new program “Nyota” was initiated in 2004,
which re-enforces the Company’s corporate values
and culture in line with its parent company JT
International. In addition, a new performance
driven bonus scheme for all employees was
implemented with positive results.

The Company encourages employee participation
in its business, and runs an active employee
suggestion scheme. It publishes regular internal
publications to keep employees informed of
developments, and has various employee work
groups who are empowered to make and
implement decisions.

TCC is an equal opportunity employer and does
not discriminate. It recruits new employees on the
basis of ability and potential.
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BUSINESS REVIEW (continued)

Social Responsibility

Corporate Philanthropy, Corporate Governance, Responsible Marketing

As a responsible corporate citizen, TCC is fully commilted to supporting the surrounding communities
and adhering to the highest standards of business ethics and practices.

TCC contributed over Tsh100 million to various community
initiatives in the community, with a focus on education, provision of
clean water, HIV and AIDS and orphaned children. TCC is also a
founding member of the Aids Business Coalition of Tanzania (ABCT),
launched in August 2004. ABCT is committed to sharing best practice
among Tanzanian businesses for fighting the HIV/AIDS pandemic.

568 TANZANIA

Environmental Management System
ISO 14001 Certified

TCC, a subsidiary of |T International BV and publicly listed on the Dar es Salaam Stock Exchange, is
committed to the principles and practices of good corporate governance, and strictly follows its parent
company’s global standards, policies and procedures.

TCC recognizes that it produces a controversial but legal product. In recognition of this, all marketing
activities were conducted in a responsible manner. TCC belicves no one should smoke without the
lnowledge of the risks of smoking. Minors should not smoke. At all times smokers should show
courtesy o non-smokers and o society. TCC advocates reasonable solutions to accommodate smokers
and non-smokers.

TCC’s markeling aclivilics were also guided by a set of International Marketing Standards (IMS). The
IMS were developed in cooperation with a number of responsible global tobacco companies. They
restrict broadcast and electronic media marketing to adults, limit the size of billboards and their
location from schools attended by minors and limit aclvertising in print media to those whose
readership is over 75% adult. They also restrict falsc advertising content, require all advertising to carry
a health warning and restrict promotional offers, programs and sponsorship activitics to adults.



CORPORATE INFORMATION
For the year ended 31 December 2004

DIRECTORS AND ADVISORS
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