History of JT

JT is a joint stock corporation, incorporated in April 1985 under the Commercial Code of
Japan, pursuant to the Japan Tobacco Inc. Law, or the JT Law.

Our history dates back to 1898, when the government formed a bureau to operate a
monopoly for the sale of domestic leaf tobacco. In the early 1900s, the government extended
this monopoly to all tobacco products in Japan and to the domestic salt business. In 1949, the
bureau became the Japan Tobacco and Salt Public Corporation, or JTS, which was charged with
acting as the country’s sole producer and supplier of tobacco and sole purchaser and supplier of
salt products.

The growth in demand for cigarettes in Japan began to slow in the mid-1970s as a result of
several factors, including demographic trends, health concerns, price increases, and a peaking of
the rate of cigarette consumption per smoker. During this period, even though JTS had already
commenced sales of imported foreign-made tobacco products in Japan, there was increasing pres-
sure from abroad to open the Japanese tobacco market.

JTS also faced a number of constraints due to its status as a public corporation. For exam-
ple, the Corporation’s operating budget and capital investment plans were subject to approval
each fiscal year by the Japanese Diet, which made long-term management planning difficult. JTS
was also required to purchase all domestically grown leaf tobacco, which was generally pro-
duced in excessive quantities, at prices significantly higher than those of foreign-grown leaf
tobacco. Moreover, JTS was barred from entering other business areas. It became apparent that
if the domestic tobacco market were to be opened, the Corporation would require greater man-
agement independence to compete with foreign tobacco companies. At the same time, in the
context of an administrative reform initiative in Japan, there was increased public interest in the
privatization of public corporations. Accordingly, a 1982 government report recommended that
JTS be privatized, which led to the enactment of the JT Law in 1984, the establishment of our

Company in April 1985, and our acquisition of the business and assets of JTS.

The main changes since the establishment of the Company are as follows:
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Date Details of change

April 1985 Japan Tobacco Inc. was established.
(The Japanese tobacco market was opened to foreign tobacco manufacturers.)
The Business Development Division was established to promote active development of new businesses.
Subsequently until July 1990, in order to reinforce the promotion system for each business, this division was reformed and business
departments were established dealing with medicine, food, etc.

March 1986 In the interests of modernization and improved tobacco production efficiency, the Fukuoka Factory and Tosu Factory were closed down
and the new Kita Kyushu Factory was established.
Subsequently until June 1996, nine more tobacco factories were closed down in further moves towards rationalization of the tobacco pro-
duction system.

April 1987 Customs duties on imported cigarettes were reduced to zero.

October 1988 The communication name “JT” was introduced.

July 1991 The Head Office was relocated from Minato-ku to Shinagawa-ku to make way for the construction of the new Head Office building.

September 1993

The Central Pharmaceutical Research Institute was established to reinforce JT’s internal pharmaceutical R&D capabilities.

October 1994

The initial public offering took place of JT shares held by the Japanese government. (394,276 shares, Offering Price: ¥1,438 thousand)

JT shares were listed on the First Section of the Tokyo, Osaka and Nagoya Stock Exchanges.

November 1994

JT shares were listed on the Kyoto, Hiroshima, Fukuoka, Niigata and Sapporo Stock Exchanges.

May 1995 The Head Office was relocated from Shinagawa-ku to Minato-ku.
June 1996 The second public offering took place of JT shares held by the Japanese government. (272,390 shares, Offering Price: ¥815 thousand)
April 1997 In accordance with the abolition of the salt monopoly, JT ended its salt monopoly business.
The Tobacco Mutual Aid Pension scheme was united with the Employees’ Pension scheme.
April 1998 JT signed an agreement with Unimat Corporation to form a business alliance in the soft drinks business and acquired a majority stake in

this company.

December 1998

JT acquired a majority stake in Torii Pharmaceutical Co., Ltd. through a takeover bid.

May 1999

JT acquired the non-U.S. tobacco business of RJR Nabisco Inc.

July 1999

JT acquired the foods division of Asahi Kasei Corporation, including eight subsidiaries such as Asahi Foods.

October 1999

Through the business alliance with Torii Pharmaceutical Co., Ltd., R&D in the medical pharmaceutical business was concentrated in JT

while promotion functions were united within Torii Pharmaceutical.

March 2003 In order to establish a basis for future profit growth in the domestic tobacco business, the Sendai, Nagoya and Hashimoto Factories were
closed down.

October 2003 JT obtained 45,800 of its own shares in order to expand its management options.

March 2004 In order to establish a basis for future profit growth in the domestic tobacco business, the Hiroshima, Fuchu, Matsuyama and Naha
Factories were closed down.

June 2004 The third public offering took place of JT shares held by the Japanese government. (289,334 shares, Offering Price: ¥843 thousand), com-
pleting the sale of shares above the minimum threshold that the government is legally required to maintain.

November 2004  JT obtained 38,184 of its own shares in order to expand its management options.

~ March 2005

March 2005 In order to establish a basis for future profit growth in the domestic tobacco business, the Ueda, Hakodate, Takasaki, Takamatsu,
Tokushima, Usuki, Kagoshima and Miyakonojo Factories were closed down.

April 2005 JT ceased to produce, sell and use Marlboro brand cigarette exclusively in Japan upon the expiration of the licence term.

April 2006 A stock split with a ratio of five new shares per share was conducted with the aim of expanding the investor base. (Effective date: April 1)
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