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Winning Organisation

We are cormmitted to recruiting, retaining, and rewarding great
talent and we offer career development opportunities to our
people bath within Kenya and in Group companies around

the waorld. At the end of 2009 we had 12 Kenyans warking in
interpational roles in other countries, as we support our local
teams to develop robust expertise. In 2609, we maintained good
relations with the Union, for the benefit of our pecple and our
business and created an environment that provided incentives
for people to perform their best at a great place to work.

Ksh
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6. Prof. 1.H. Kimura (age 65), Non-Executive Director

Appointed to the Board in July 2001, He s an accountant by profession
and is currently the Chairman for Higher Education Loans Board. Heisa
member of the Board of Directors of UAP Provincial Insurance Company
Limited, Development Bank of Kenya Limited, and the Chalrman of
Phoenix Publishers Limited.

7. Mr. H. Eloff (52), Executive Director

Appointed to the Board in March 200/, He has along and distinguished
career in Operations with British American fobacco Group having
joined the Group from Rothmans Intermnational. He was previously
hased in London as the Regional Manufacturing Manager responsible
for Africa & Middle [ast. He is currently the Demand Chain General
Marager for BA] Sub-Saharan Africa Area based in Nairobi.

8. Mr. J. Dowd {age 42), Executive Director

Appointed o the Board in July 2007, He has held various marketing
positions in British American Tobacco Group where he has waorked for
the last 7 years, having joined the Group from Rothmans International
He is currently the Marketing Director, He is also the Area Head of
Marketing for Sub-Saharan Africa Area based in Nairobi.

9, Mr. Lawrence Kimathi (age 39), Finance Director

Appointed to the Board in July 2008, He is a member of the Institute
of Certified Pubslic Accountants of Kenya ((CPAK) and has a wealth of
experience in finance. He previously worked as the binance and T
Director at Cadbury [ast Africa, and has held various senior positions
with British American Tobacce Kenya. e is currently also the Area
Finance Director for Sub-Saharan Africa Area based in Nairabi.

10, Ms. Ruth T. Ngobi (age 49), Company Secretary

Appointed Company Secretary in August 2002, Ruth was educated
in both Kenya and the UK, and qualificd &5 a lawyer in 1985, She
previously worked with Unilever Kenya |imited as Company
Secretary with responsibilities for legal support and services 1o
Unilever's operations in Kenya, Uganda, Tanzania and Ethiopia. She
is currently also the Area Legal Counsel for Sub-Saharan Africa Area
based in Nairobi

11. Mr. Martin Oduor-Otieno (age 53), Non-Executive Director
Appointed to the Board in June 2007, He is currently the CEQ and
Director of Kenya Cornmercial Bank and its subsidiary companies. He
has & wealth of experience in the corporate sector having previously
worked at Barclays Bank and British American Tobacco Kenya. He is
the Chair of the Kerya Bankers Assaciation and is a Board member of
the Kenya Commercial Bank Group, SOS Children's Villages - Kenya,
the Federation of Kenya Fmployers, Kenya Private Sector Alliance and
Catholic University Council In 2009, Mr. Ocuor-Otieno was awarded an
hanorary Doctor of Business Leadership Degree by the KA University,
On Jamburi Day, Mr. Odugr-Otieno was awarded the First Class Chief
Order of the Burning Spear {CBS) by His Excellency the President,
Muwval Kibaki.
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“ranked the 4th largest tax

payer by Kenya Revenue
Authority”

- Evanson Mwaniki, Chairman-  The company remitted Kshs 8.3 billion in
2009 compared to KSh 7.9 billion in 2008. Qur
business brought in USD 57 million in foreign
exchange to the country from our export and

contract manufacture operations.




airman’s Review

“Gross turnover was Ksh 18.7 billion an
increase of 7% compared to 2008 mainly
attributed to a favourable sales mix in the
domestic market and the impact of positive
foreign exchange rates on turnover.
Unadjusted pre-tax profit dipped by 12%
primarily driven by costs incurred in the
restructuring the business during the year,
while the adjusted pre-tax profit fell by 4%
attributed to the increase in costs”.

Evanson Mwaniki, Chairman

Economic Environment

2009 saw a slight uptum in Kenya's econormy, despite the
country experiencing the aftershacks of the glotal financial crisis
that shook the global economy. GDP growth is estimated to be
2.5% in 2009 compared to 1.7% in 2008 making Kenya among
the faw countries that recorded improved econemic growth

in a deprassed global economy. This was, however, in sharp
contrast 1o the phenomenal growth of 7.1% achieved in 2007.
Economic experts assert that the economic performance in 2009
was well below Kenya's potential and did not even match the
popuation growth, However, bearing in mind that the economy
was crawling out of quadruple shocks, namely the impact of the
2008 post-election violence, the food ¢risis, the global financial
turmoil and the recent prolonged drought, 3 258 growth rate
shows some resilience in the economy. The country's financial
position remained strong, the finandial sector was rebust and the
external sector remained balanced. These factors were attributed
ta fiscal reforms that had been carried out before the economic
wrmoil was experienced.

Cconomic recovery was diiven mainky by the manufacturing
and tourism sectors, while the agricultural sector, which was the
worst-hit by the multiple shocks, contracted. In 2008, agriculture
declined by 5% and is estimated to have shrunk by a further

m,wo\fzmooo.
Inflation declined substantially from 19.5% at the end of 2008

to below 5% at the end of 2009. This can be partially attributed
1o a shift in the methodology used 1o calculate inflation that
previously created an upward bizs particularly during volatility of
food prices. In October 2009, the Central Bank revised its inflation
calculation methodology, which corrected this upward bias and
is now it line with intemational good practice. Overall annual
average inflation was 9.5% in 2009 compared 10 26.8% in 2008,

Food prices remained high in the year as a result of the
drought expericnced through 2008 and most of 2009, food
insecurity was experienced in many parts of the country and
the government intervention was reactive, delayed and in
most cases insufficient to address the acute food shortages.
This exerted considerable pressure on disposable income
for consumers.

Annual Report 2009  British American Tobacco
Chairman’s Review H

Heightened insacurity in the domestic market and piracy in the
indian Ocean were of key concern to the business community.
This caused disruption to business activities and increased the
cost of doing business.

Energy costs remained high in 2009, mainly due to a drop in
supply of electricity. This is a factor of continuous over-reliance
on hydro powered generation sources which were affected

by the drought resulting in power rationing and the shift 1o
temperary diesel generation sources that created ar upsurge in
energy costs tor both industrial and household consumers,

Regulatory Environment

The regulatory environment remained challenging as the
industry came to terms with the implementation of the Tobacco
Contral Act. In January 2009, British American Tobacco Kenya
tecame the first and only tebacco company in the country 1o
comply wilh the legislation. We were fully compliant with the
requirement for our products ta bear more prominent health
warnings, removal of tobacco branding in the market place and
went 3 step further to sensitise our trade partners on what was
required 1o comply with the Act. Unfortunately enforeemnent
has not been up to the expected level as other industry players
have been slow in implementing, if at alt, and this has created an
uneven playing field since they have continued prometing their
praducts through preduct-related promations, advertisement
and branding, with no action taken by the requlators,

We continued facing challenges with the implementation of

the law and there were numeraus cases reported 1o us and
highlighted in the media on unwarranted harassment of traders
far displaying tobacco products in their outlets, confiscation

of trade materials and consumers being harassed for smoking

in outdoor areas, nane of which are prohibited by the Tobacco
Control Act. Local authorities continued to impose smoking bans
in outdoor aress and streets despite the fact that the Tobacco
Control Act Takes procedence over any local authosity by-laws on
issues related 1o tobacco, a matter that was later clarified by the
Ministry of Local Government.
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“our market share grew
by 1%, despite the fact
that overall the cigarette
market declined by
more than 5%".

- Gary Fagan, Managing Director -  we continue to focus our business
growing our value and improving our
distribution effectiveness.




aarifa ya Mwenyekiti

Mazingira ya Kiuchumi

Mwaka wa 2009 ulishuhudia kuimarika kiasi kwa uchumi wa
Kenya, licha ya nchi hii kuathiriwa na msukosuko wa kifedha
duniani uiioathiri uchumi wa dunia. Pato la taifa GDP linakisiwa
kuwa asilimia 2.5 mwaka wa 2009 ikilinganishwa na asilimia 1.7
mwaka wa 2008 na kuiwezesha Kenya kuwa miongoni mwa
matatifa machache ambayo uchumiwao ulikua kiasi wakati
uchumi wa dunia ulipokuwa umedidimia. Hii hata hivyo, ni
tofauti kabisa na ukuaji wa asilimia 7.1 uliofikiwa mwaka wa
2007. Wataalam wa kiuchumi wanasema kuwa matokeo hayo ya
kiuchumi ya mwaka 2009 yalikuwa chini ya uwezo wa Kenya na
hayakuwa sambarnba na ongezeko la idadi ya watu. Hata hivyo
ikikumbukwa kwamba uchumi ulikuwa unaendelea kujikwamua
kutokana na misukosuko mbali mbali, hasa athari za ghasia

za baada ya uchaguzi mwaka wa 2008, uhaba wa chakula,
msukosuko wa kifedha duniani na kipindi kirefu cha ukame

hivi majuzi, ukuaji wa kiwango cha asilimia 2.5 unadhihirisha
ustahirilivu wa uchumi wetu, Hali ya kifedha ya nchi
illendelea kuwa thabiti, sekta ya kifedha iliendelea kuimarika na
sekta ya nje pla iliendelea kuwa katika hali ya uwiano. Maswala
haya yalitokana na marekebisho yaliyotekelezwa kabla ya
msukosuko wa kiuchumi ulioshuhudiwa.

Ufufuzi wa uchumi ulisukurmwa hasa na sekia za utengenezaji
bidhaa na utalii, ilhali sekta ya kilima iliyoathiriwa sana na
misukosuko mbali mbali, ilizorota. Mwaka wa 2008 kilimo
kilipungua kwa asilimia 5 na inakisiwa kuwa kilipungua kwa
asilimia 2.5 zaidi mwaka wa 2009.

Kiwango cha gharama ya maisha kilipungua kiasi kutoka asilimia
19.5 kufikia mwisho wa mwaka 2008 hadi chiniya as
kufikia mwisho wa mwaka 2009. Hali hii kwa kiasi fula
na mabadiliko ya mbinu zilizotumika kushughulikia gharama

ya maisha ambayo hapo awali iliendelea kupanda hasa wakati
wa kuongezeka kwa bei za vyakula, Mnamo mwezi Okioba
mwaka 2009, 8enki Kuu ilirekebisha mbinu zake za kukabiliana na
kupanda kwa gharama ya maisha, hivyo kupunguza kiwango cha
kupanda kwa gharama hiyo na sasa inaambatana na viwango
bora vya kimataifa, Kiwango cha ujumla cha wastani cha kila
mwaka cha ghararmna ya maisha kilikuwa asilimia 9.5 hapc mweka
2009 ikilinganishwa na asilimia 26.8 mwaka wa 2008.

Annual Report 2009  British American Tobacco
Taarifa ya Mwenyekiti _M_

Bei za vyakula zlliendelea kuwa juu mwaka huo kutokana na
kipindi kirefu cha ukame kilichoshuhudiwa mwaka wa 2008 na
kipindi kikubwa cha mwaka 2009. Uhaba wa chakula ulikumba
sehernu nyingi za nchi i na msaada wa serikali ulitekelezwa
baada ya miito kutolewa, msaada kutolewa ukiwa umechelewa
na mara nyingi haukutosha kushughulikia uhaba wa chakula.
Hali ababisha shinikizo kwa wateja wenye mapato ya chini.

Ongezeko la hall ya kutokuwa na usalama katika soke la humu
nchini na uharamia katika bahari Hindi yalikuwa maswala makuu
kwa wafanyibiashara. Hii illsababisha kutatizwa kwa shughuli za
biashara na kuongezeka kwa gharama ya kufanya biashara.

Gharama ya kawi iliendelea kuwa juu mwaka wa 2009, hasa
kutokana na kupungua kwa usambazaji umeme. Hili ni swala

la kutegernaa kupita kiasi kwa umeme unaotokana na maji
ulioathiriwa na hali ya ukame hivye kusababisha kusambazwa
kwa nguvu za umerne kwa vipimo na kuanza kutumia mitambo
ya fenereta inayoturnia mafuta ya dizel kutoa nguvu za umeme
hali itiyosababisha ongezeko la gharama ya kawi kwa wateja wa
viwandani na nyumbani.

Mazingira ya Kisheria

Mazingira ya kisheria yaliendelea kuwa changamoto kwani
sekta hiyo ilizingatia utekeleza)i wa sheria ya uthibiti wa
tumbaku. Mnamo mwezi Januari mwaka 2009, kampuni ya
British American Tobacco Kenya ilikuwa ya kwanza na kampuni
ya pekee ya tumbaku humu nchini kuzingatia sheria hiyo.
Tulizingatia kikamilifu mahitaji ya bidhaa zetu kwa kutilia
mkazc onyo la afya, kuwacha kutangaza bidhaa za tumbaku
kwenye maeneo yz masoko na kuwaharnasisha washirika
wetl wa kibiashara yaliyohitajiwa kuzingatia sheria hiyo. Hata
hivyo hatua hii haijatekelezwa kufikia kiwango kinachotarajiwa
kwavile washiriki wengine katika sekta hii walitekeleza pole
pole yaliyotarajiwa na hali hii imebuni mashindano yasiyofaa
kwavile wameendelez kutangaza bidhaa zac kupitia matangazo
ya kibiashara na kutoa bidhaa mpya bila ya hatua yoyote
kuchukuliva na serikali.

Tuliendelea kukabiliwa na changamoto katika utekelezaji wa
sheria hit na kulikuwa na visa kadhaa vilivyoripotivwa kwetu
na kuangaziwa na vyombo vya habari kuhusu kuhangaishwa
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anaging Director’s Review

We continued to maintain market leadership in a challenging
year during which the cigarette market shrank. This is the
sssence of our sustainability agenda. We attribute our success to
our people who remain focussed on delivering our objectives.

| am extremely proud of our Functional teams, each of whose
performance remained exceptional.

Building on our success

During a year in which Kenya's economy absorbed the combined
impact of the global economic recession, drought and high
energy costs, we rose above significant challenges to realise
commendable performance by the business.

Business Growth

In 2009, our market share grew by 1%, despite the fact that
overall the cigarette market declined by more than 5%. This is
attributable to the strength of the business and deliberate focus
and investment in our distribution network to enhance efficiency
in market access. A lot of work went into this in 2009.

I our guest to maintain leadership of the market, and as a centre
for manufacturing excellence, we remain committed to investing
in our factory to maintain cur status as a regional manufacturing
hub for the Group in the Africa & Middle tast Region. We earned
this status in 2000 for outstanding production efficiency at
competitive cost to the customer, and we currently contract
manufacture cigarettes for 16 markets in Alrica.

Continued investment in

our Demand Chain

In 2009, we invested over KSh. 1.1 billion in state-of-the-art
machinety to increase our production capacity and efficiency.
Focus on cost optimisation throughout aur Supply Chain
enabled us to realise cumulative savings over 2008-2009 of more
thar KSh. 1 billion.

Annual Report 2009  British American Tobacco
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A rising tide Iifts all boats; growth in our business translates

to growth for our valued partners 100, The essence of our
partnership is captured in our Business Principle of Mutual
Benefit, which is the basis an which we build our relationships
with our stakeholders. We are in business primarity to build long
term shareholder vatue 2nd we believe the best way to do this
is 10 seek to understand and to take account of the needs of all
our stakehalders

in line with the spirit of Mutual Benefit, we are proud 1o witness
bienefits that our partners derive from doing business with us.
In 2009, we paid out KSh. 536 million & our contracted tobacco
farmers, compared to KSh. 309 million the previous year. With
5,000 contracted tobacco farmers in Kenya, we believe our Leaf
operations make a significant economic contribution to the
farming communities in Eastern, Western and Nyanza provinces
where we grow tobacco.

Excise

As an endorsement of our contribution 10 Kenya's economy,
we were recognised by the Kenya Revenue Authority as the
country's 41 largest tax payer, for the third consecutive year.
Our conitribution to the exchequer in form of excise, VAT and
corporate taxes was KSh. 8.3 bitlion, compared to K5h 7.9 billion
in the previous year

e have always emphasised that 3 sustainable excise structure
translates into long-term sustainable revenue to government,

At our 2009 Annual General Meeting, we emphasised the value
of an excise structure that _m:qw itself to sustainability both for
business and for gov SE,mE i ﬁjmwmapbﬁbmrﬁwh_:@ we
witnessed no increage o n_mmmm:m rxzmm Despite %E%gmﬂel -w
na increase in excises rmgfit evenues increased by ma\o
in comparison 1o 2008, which was commendatile bearngi
mind the challenging econcmic conditions. This amED;ﬂaﬁmm
that government revenues can be increased by ensuring that
the operaling environment is stable and employing an excise
regime that is simple and predictable.
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This was done in accordance with the Collective Bargaining
Agreement (CBA} with the Union and the Employment Act of
2007. As 2 responsible employer, we treated all our staff fairly,
giving thern a competitive package (at least 3 times more than
the law prescribes as a minimum).

Outlook

We are optirmistic that the Kenyan economy will show signs
of recovery in 2010, with analysts forecasting 2.5% - 4%
econormic growth. We helieve that with a stable economy
and sound economic policies, our company will continue to
record sustainable performance as we continue to focus our
business on grawing our value and improving our distribution
effectiveness.

We shall continue to explore more export opportunities in order
to utilise our production capacity optimally, We are optimistic
that the economic conditions in our major export markets will
improve in 2010.

We welcoma the East African Carmmunity harmenisation from
the perspective of economic benefit and we hope 1o see the
stakeholders in East Africa’s business community invited o

Annual Report 2009  British American Tobacco
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actively participate in the implementation of the harmonisation
process. It is our hope, too, that the EAC governments will
expedite the harmonisation of excise structures in the region
and eliminate non-tariff barriers that hamper free trade.

| thank the Board of Directors, the management team,
employees and business partners of British American Tobacco
Kanva for the collective effort that made 2009 a year of
dermonstrated leadership for our business.

Gary Fagan
Managing Director
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in 2009 total shareholder
return was 49%. The
business fundamentals
are sound.”

British American Tobacco Kenya remains - Lawrence Kimathi, Finance Director -
in a very strong position.




Financial Review

Profit from operations:

Gross turnover grew by 7% to Shs 18.7 billion in 2009, Reported
profit before income tax at Shs 2.1 billion was 12% below prior

year. However, adjusted underlying operating profit (excluding

one-off restructuring costs) was 4% below 2008.

During 2009, revenue growth was primarily driven by a good
sales volume mix, favourable exchange rate and tactical trade
margin cptimisation.

Costs of operations increased by 12% in 2009 as a result of
increased cost of tobacco, electricity and a higher foreign
currency exchange rate, partly offset by savings from our cost
savings initiatives.

tn order 1o ensure we remain competitive and viable, our focus in 2009 was on
improving effectiveness and efficiency levels. To this end, we implemented the

following initiatives:

- Migration of the Finance Shared Services to the Regional Service Centre’in
South Africa resulting in increased transactional efficiency.

. Data cleansing and standardisation of commaon processes and systems.

+  Automation of various processes thus leveraging on our significant .

investment in information systems.

. Developed a standard dashboard for measu :3@ how. mmmﬂzmz weare -

utilising SAP.

. Tighter grip on our internal controls and improvement in 5@ 53._ Smm mB

managed to mzoi for continuous _Eﬁﬂ%_.__ﬁ:ﬂ

Sophia Mukoba, Management Accounting En:mn.n_.
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Net finance costs declined by 8% as a result of debt restructuring
in 2006 and the impact of exchange revaluation.

British American Tobacco Kenya will continue to focus on
generating savings through prudent cost management
initiatives. This will enable sustainable growth of the company’s
operating margin.

More details of the company’s operating performance can be
found on pages 38 to 67 of this report.
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“seek to strengthen
our distribution through
increasing focus on
the retail trade”

- John Dowd, Marketing Director-  The tangible benefits of this include
optimised distributicn and operating costs
emanating from improved economies of
scale, trade margin optimisation, a more
professional approach to business and
sharing industry best practices with our
business partners.




Growth

Distribution Reinforcement

Ensuring product availakility to our consumers in the right
outlets, at the right price and at the right moment s an integral
part of the role of our distribution network. In a bid 1o improve
the effectiveness of this network, in 2009 we undertook a full
strategic review of our distribution approach, which will result in
enhanced markert access.

Key focus for British American Tobacco Kenya is o strengthen
its distribution through increasing focus on the retail trade.
The tangible benefts of this include optimised distribution
and operating costs emanating from improved economies of
scale, trade margin optimisation, a more professional approach
ta business and sharing industry best practices with our
business partners.

In the last quarter of 2009 we commenced, with the Coastal
Region, a re-engineering of our approach to distributing our
products with this enhanced focus on the retail trade. The roll-
out of the new distribution approach will continue to other parts
of the cauntry in 2010 and we envisage it will result in building a
competitive advantage for cur brands.

Market Share & Volume Performance
Despite 1he difficult external environment during the course of
the year British American Tobacco Kenya reinforced its position
as industry leader and also attained its highest market share over
the last & years. Qur market share during the year, as measured
by independent Retail Audit, averaged in excess of 82 per cent.
This share pasition is attributed to reinforcerment of distribution,
improved working relations with the retail trade and consumer
price stability in the course of the year.

The total cigarette market during the year is estimated

have shrunk in excess of 5 per cent as high inflation negatively
impacted upon consumer disposable income. British American
Tobacco volume sald in 2009 was 200 million sticks down versus
2008 driven by the adverse economic trading environment and
prolonged drought experienced in the Rift Valley and Eastern
regicns of rhe country.

Annual Report 2009  British American Tobacco
Management Review

Portfolio Strategy

In 2009 we maintained our brand portfolio with no major
changes. However we withdrew Pall Mall from the market to
enable us to review its role within the portfolio, The company
made major investment in merchandising specifically in-store:
furniture to support our brands at point of sale.

Global Drive Brands

Dunhill continues to be a key focus in building a long term
sustainable future, The global brand augmented its pasition as
the ultimate destination brand in the portfotio and registered
a volurme growth of 17 per cent over the previous year. The
distribution footprint of the brand is being expanded as its
consumer base grows, and innevation through limited edition
packs has improved appeal amongst premium Consumers.

Global drive brands
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Growth

Distribution Reinforcement

Ensuring product availability to our consumers in the right
outlets, at the right price and at the right mement is an integral
part of the role of our distribution network. In a bid to improve
the effectiveness of this network, in 2009 we undertook a full
strategic review of our distribution approach, whichwill resultin
enhanced market access.

Key facus for British American Tobacco Kenya is to strengthen
its distribution through increasing focus on the retail trade.
The tangible benefits of this include optimised distribution
and operating costs emanating from improved economies of
scale, trade margin aptimisation, a more professional approach
to business and sharing industry best practices with our
business partners.

In the last quarter of 2009 we cornmenced, with the Coastal
Region, a re-enginesring of our approach to distributing our
products with this enhanced focus on the retai trade. The roll-
out of the new distribution approach will continue to other parts
of the country in 2010 and we envisage it will result in building a
competitive advantage for our brands.

Market Share & Volume Performance
Despite the difficult external environment during the course of
the year British American Tobacco Kenya reinforced its position
as industry leader and also atrained its highest market share over
the last & years. Cur market share during the year, as measured
by independent Retail Audit, averaged in excess of 82 per cent.
This share pesition is attributed to reinforcement of distribution,
improved working relations with the retail trade and consumer
price stability in the course of the year.

The total cigarette market during the year is estimated to

have shrunk in excess of 5 per cent as high inflation negatively
impacted upon consurmer disposable income. British American
Tobacco volume sold in 2009 was 200 million sticks down versus
2008 driven by the adverse economic trading environiment and
prolonged drought experienced in the Rift Valley and Eastern
regions of the country.
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Portfolio Strateqy

In 2009 we maintained our brand portfolio with no major
changes. However we withdrew Pall Mall from the market to
enable us to review its role within the portfolio. The comparyy
made major investrent in merchandising specifically in-store
furniture to support our brands at point of sale,

Global Drive Brands

Dunhill continues to be a key focus in building a long term
sustainable future The global brand augmented its position as
the ultimate destination brand in the portfolio and registered
avolume growth of 17 per cent over the previous year. The
distribution foctprint of the brand is being expanded as its
consumer base grows, and innovation through limited! edition
packs has improved appeal amangst premium consurmers.

Global drive brands
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Productivity

“We continue to invest in state-of-the-art
equipment and world-class processes. in
2009, we invested over KSh 1.1 billion in
new equipment ond process improvement.”

Dirk Eloff, $5A Demand Chain
General Manager

Operations: Oasis of Excellence
In 2009 the Operations team delivered outstanding results

despite a challenging environment procipitated by the economic

downturn and high energy costs, Identifying opportunities to
improve cost competitiveness enabled the company to achieve
smart cost management with high quality product and service
maintained. In a continued drive for improvement, we achieved
notable milestones. Productivity savings of KSh. 555.2 million

in 2009 took our cumulative savings for 2008-2009 to more
than KSh. 1 killion (a source of operating profit and revenue

far reinvestment). Qur Nalrabi factory recorded its highest ever
productivity at 32,000 cigarettes par man hour (cpmh). Further
driving productivity, we reduced our overtime costs by 70 per
cent compared 10 2008 We improved our Manufacturing Quality
Index (MQI) to 80, versus 76 in 2008

Investment

Our Nairobi Factory is one of 4 strategic factories that supply

the Group's Africa & Middle East region. We currently contract-
manufacture cigarettes for 16 markets in Sub-5aharan Africa. In
keeping with this status, we continue 1o invest in state-of-the-art
equipment and world-class processes. in 2009, we investod over
KSh 1.1 billion in new equipment and process improvement.

We continue to invest in improving product quality, cost
reduction, productivity and Frvironmental Health &
Safety (EH&S).

The company has made great stricles towards it's 2012 vision of
becoming The Benchmark Demand Chain Organisation within
the British American Tobacco Group’, A robust readmap has

been developed detailing the key milestones to be hit over the

next 3 years and based around the 4 strategic pillars of:
L] L
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Gaing forward, we will maintain our cost-saving momentum
imo 2010 and relentlessly sesk betier ways to improve and
enhance our position as an Qasis of Excellence. Our priorities for
2010/11 include-

Manufacturing highlights

The factory produced 11 billion cigarettes for both Domestic
and bxparts markets, with export production accounting

for 62%. Productivity, measured in cigarattes per man-hour
(cpmh), impraved from 24,600 cpmh in 2008 to 25,600 cpmh,
on average, in 2009. The improvement in productivity was
driven by better run rates, smarter crewing patterns, improved
teamwork through Self Directed Work Teams (SOWT) all
supported by a performance based non-management bonus
scheme (Nawairi),

Winning Volume
We have reorganised the Nairobi factory to accommodate
volume growth and provide optimal material and process flow.
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Total export markets increased from 15 to 16 with the addition
of Madagascar. The other export markets are Burundi, Comoros,
Demacratic Republic of Congo, Djibouti, Eritrea, Ethiopia, Malawi,
Mauritius, Rwanda, Somali, Somaliland, Sudan, Tanzania, Uganda
and Zambia. The company continued to provide excellent
customer service and achieved On-Time-In-Full (OTIF) above
95%. Further impravements in logistics reliability, product quality,
service quality and the delivery of New Product introduction
{NPI) timelines were alsc achieved in 2009,

The Supply Chain team has taken the lead in regional and global
initiatives and in 2009, Kenya marked a significant milestone

by becoming the first Supply Chain in the Group to implement
APO-SNP (Advanced Planning Optimisation /Supply Network
Planning) in SAP. This will significantly enhance business
information reporting thus enabling the reporting of actual
sales globally for the first time. The new tock will significantly
enhance our above-market supply chain planning capability,
enabling Operations 1o provide improved service to end

market customers,

Go Green

Qur governance in relation to responsibility and sustainability
issues was strengthened in 2009. Globally, British American
Tobacco maintained its presence in the Dowlones Sustainability
World Index (DJSH for the eighth year running.

We take our impact on the environment very seriously and in
2009 we have made significant reductions in energy and water
use. We launched an aggressive campaign on Waste Segregation
at Source and commissioned an industrial shredder to increase
paper recydling rates and reduce the amount of waste sent

to landfll, We have increased our recycling to over 80% and
drastically cut down on waste disposal costs.

In the factory, we installed the ITM Delphi cigarette waste
reclaiming systerm which offers the best recovery rate
and compacts waste paper and filters into briquettes.

¥GAIEN'
Waste reclaiming system

Samples of the briquettes were analysed by 5G5 and the
recommendation is that they can be used as fuel for boilers in
our manufacturing plants.

To enhance envirenment management, the company
completed a Biodiversity risk and carbon impact assessment and
established action plans for further improvement. The company
supported afforestation drives by raising and issuing to farmers
aver 1 million tree seedlings in 2009, with 30% of these being
indigenous species.

Energy conservation has been boosted through sub-metering
schemes, sensors/timers and sectional energy bills. We have
increased the use of tele and video conferencing significantly
reducing our travel and resultant carbon emission, We

have drastically reduced printing and photocepying paper
consumption by installing a Xerox Equitrac Secure Printing
solution and promoting duplex printing.

Annual Report 2009 British American Tobacco
Management Review H

Winning Together

! 1
The Company continues to recognise its staff as not only its
qgreatest asset but also as the major repository of its competitive
edge. We aim to develop leaders at all levels who have a clear
vision for the business and will energise those around them.

The Demand Chain Strategic Leadership Agenda (SLA) is
communicated in regular business briefs. Self Directed Work
Tearns (SDWT) continue to drive improvements in the Nairobi
factory. The company launched a performance based non-
management bonus scheme (NAWIR to reward teams and
individuals that deliver excellent resuits. The SDWT continued
to carry out Gap analysis to address challenges and improve
performance. The Group is developing a global modet and
roadmap for SDWT and Kenya is participating in the Design
Reference Group (DRG) to share the Kenyan experience with
the rest of the British American Tobacco Group. Once the other
factories start implementing the SDWT concept, we will be a
key reference point.

All operaticns managers participated in the Team Leadership
Development Workshop {TLDW) and compileted Peaple
Capability Framework (PCF), PCF details capabilities required
within a globally integrated supply chain and helps employees
plan their own development to match the requirements of
the business.

British American Tobacto Kenya has made significant steps

in building good relations with the Union. In April 2009, the
Collective Bargaining Agreement for the period 2009-2010 was
signed by Management and Kenya Union of Commercial Food
and Allied Workers (KUCFAW). The Company continued to build
Union-Management partnership through maonthly open fora,
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Environmental sustainability

Our environmental conservation programme has continued to
qgrow steadily, and in 2009 the company produced more than 1
million tree seedlings of which 30% were indigenous. These tree
seedlings were issued to farmers and other interest groups for
community tree planting initiatives. This is part of our continued
commitment to afforestation.

The company was recognised for the 5 consecutive year for
these efforts by the Total Ecochallenge award programme.

Qur afforestation programme aims to reduce the impact of our
activities on wood consurmption and global warming. In addition
to tree planting to replenish natural resources that our operations
consurne, we encourage the use of alternative energy sources.

In future we will partner with other environmental organisations
to foster this prograrmme.

Information Technology (IT)

Enabling an evolving enterprise

Information Technology Is a key enabler of our evolving
enterprise and is responsible for delivering Business System
platforms and technology infrastructure that facilitate timely
decision making and insights into our operating environment,

British American Tobacco Kerya's position as a strategic hub
places increased demand on technology infrastructure and
service provision by the IT team. A lot of work went into
automating systems to support back-office processes for
management of data and transactional processes.

Sweating our Technology investments

British American Tobacco Kenya invested the equivalent of £3
million in SAP, taking on the challenge to ensure that all our core
business processes and information are streamlined in order to
gain the full benefit of the investment. A key benefit is the ability
to support new business capabilities such as Factory Productivity
Optimisation and Dermand & Planning, which will strengthen the
company’s vision of supply chain excellence and competitive
advantage in the local market.

Building a sustainable fit-to-purpose service
infrastructure

IT is committed to ensuring that we have optimal infrastructure
and services 1o support evolving business models, In the last
quarter of 2009, the Seacom undersea bre optic ca ble went live
British American Tobacco Kenya capitalised on this
infrastructure, resulting in significant performance improvement
at lower costs. We have quadrupled our bandwidth with a 70%
cost saving. We are also realising savings on telephony costs
through use of VOIP technology to call local and international
destinations, Reduction in business travel, attributed to increased
uptake of Video Conferencing has contributed directly to savings
made by the business. In support of business continuity, we
invested in Disaster Recovery Solutions which ensure that, in

the event of 2 crisis, the business can resume operation with
minimum downtime experienced,

2010 promises to be an exciting year as we continue 1o deliver
value alongside business priorities.

Annual Report 2009 British American Tebacco
Management Review E

“The company’s position as a strategic
hub places increased demand on the
technology infrastructure and service that
we provide. In 2009, we made significant
progress in automating systems to support
back-office processes for management of
dato and transactional processes”.

David Kamuzze, $SA Area Head of IT
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“pride ourselves in
being one of the four
strategic factories”

- Dirk Eloff, SSA Demand Chain  Our Nairobi Factory is one of 4 strategic
General Manager-  factories that supply the Group’s Africa &

Middle East region. We currently contract-
manufacture cigarettes for 16 markets in
Sub-Saharan Africa. In keeping with this
status, we continue to invest in state-of-the-
art equipment and world-class processes. In
2009, we invested over KSh 1.1 billion in new
equipment and process improvement.




“the first and only
tobacco company
to be fully compliant §
with the law”

The tobacco industry continued to face  -Julie Adell-Owino, Corporate & Regulatory
various challenges on the regulatory front  Affairs Manager-
in 2009. The Tobacco Control Act 2007 came
into full effect on 8th January 2009 following
the 6-month extension provided to the
industry from July 2008.



Responsibility

The Tobacco Control Act 2007 came into
full effect on 8th January zoo¢ following
the 6-month extension provided to the
industry from july 2008. British American
Tohacco Kenya set the pace by being the
first and only tobacco company to be
fully compliant with the requirements

of the new law.

Julie Adell-Owino,
Corporate & Regulatory Affairs Manager

Regulatory Environment

1he obacco industry continued to face various challenges

on the regulatery front in 2009, The Tobacco Contral Act

200/ came into full effect on 8th January 2009 following the
6-month extension provided to the industry from July 2008.
British American Tobacco Kenya set the pace by being the
first and orily tobacco company to be fully compliznt with the
requirements of the new law.

1he company made deliberate efforts to achieve this by
providing resources to ensura that we cleaned up the market of
all branded materials, ensuring that we advise our trade partners
on what they must do to achieve compliance as well developing
new packaging materials with the mandatory, more prominent
health warnings. Towards this end, the company spent over Ksh,

100 million to ensure that it adhered to the law.

Despite the law being very clear on what constituted a "publiz
place”and a'designated smoking area’, we continued 10 receive
numerous complaints from consumers and traders — sarne of
which were reported in the media — of peaple being arrested for
smaking in outdeor areas and personal vehicles. Local authorities
in various parts of the country continued Lo illegally harass
consumers on the pretext that their by-laws had designated
smoking areas in the streets and parks whereas all other outdoor
areas were non-smoking areas. This matter was later clarified
through a circular issued by the Ministry of Local Government,
The circular stated that the Tobacco Centrol Act 2007 took
precadence in all matters relating 1o tobacco control and that
the by-laws should no ionger be used to enforce any smaking
restrictions. We shall continue engaging the authorities to ensure
that the law is interpreted correctly by law enforcement agencies.

Annual Report 2009  British American Tobacco
Management Review H

With regard to addressing illicit trade, great strides have been
made towards dealing with the menace. 2006 marked an
important milestone after the Minister for Industrialisation
constituted the Anti-Counterfeit Board that will help implement

the Anti-Counterfeil Act 2008.

On our part, British American Tobacco Kenya conducted
sensitisation workshops in Nairobi, Mombasa and Kisumu. The
workshops were attended by delegates from Kenya Revenue
Authority, Kenya Police, Administration Police, the Judiciary, the
State Law Office and Kenya Bureau of Standards. The objective
of the workshops was to sensitise the law enforcement agencies
on available legal provisions 10 prosecute cases, how to detect
the crime as well as ways of preserving evidence to sustain a
viable prosecution.

Our ecollaboration with the Kenya Revenue Authority and other

law enforcement agencies helped in netting over 25 million
cigarettes that were either counterfeit or on which duty had
been evaded. An equivalent of KSh. 29 million worth of assets

related to this illegal trade were seized, while 142 cases were

initiated in the iaw courts with over KSh. 5 miliion collected as

fines from convicted criminals.

We shall continue to play an active role in providing information

to the law enforcement agencies to ensure we reduce the

impact thisillegal trade has on our business operations.
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“demonstrated
our commitment
to developing
local talent”

Through localisation of several senior roles  -Dev Sewgobind, Head of Human
in the organisation reducing reliance on  Resources -
International Assignees, simultaneously, we
offer international careers to Kenyans.




Winning Organisation

The collective bargaining agreement (CBA)
was successfully concluded with the Union
as well as a restructuting exercise within
the factory driven by the need to maintain
our cost competitiveness in the context of
reduced cigarette export voluimes.

Dev Sewgobind, Head of Human Resource
East Africa

Becoming Fit for the Future

Within the context of the global economic recession
characterised, in Kenya, by high inflation and loss of employrment,
2009 was an opportunity for British American Tobacco Kenya

10 reassess its way of warking with a view to ensuring future
sustainability of its business. As part of a global company, there
was alse a need 10 align to global initiatives with regard to
process and cost optimisation, 10 support the Group vision of
achieving leadership of the tobacco industry.

The challenge for British American Tobacco Kenya remained

in the need to keep employees energised in a period of
uncertainty and retaining key talent. Despite the adverse
business environment, we maintained a competitive reward
proposition with an average salary increase of 11% in 2009 and
a bonus payout of more than 2 months'salary. We continued to
invest in cur pecple through on-the-job training, and executive
coaching (for senior managers). 2009 also saw the successful
irmplementation of the People Capability Framework (PCF) in
the Operations function. The PCF will ensure that our people
ies for the future. We also

understand the required capab

Annual Report 2009  British American Tobacco
Management Review H

axtended the concept of the Self Directed Work Teams. We
demanstrated our commitment to developing Kenyan talent
through localisation of several senior roles in the organisation
reducing reliance on Internationsl Assignees. Simultaneously, we
offer international careers 1o Kenyans and at the end of 2009 had
12 Kenyans working in international roles around the Group.

The collective bargaining agreement (CBA} was successfulty
concluded with the Union as well as a restructuring exercise
within the factory, driven by the need to maintain our cost
competitiveness in the context of reduced export volumes.
The success of this exercise was demonstrated by the ensuing
improvement in productivity on the factory floor from 24,600
cigarettes per man hour {cpmh} in 2008 to 25,600 cpmh at
ciose of 2009, This was also supperted by the introduction in
September 2009, of an incentive scheme (Nawiri), for Unionised
staff, which encouraged higher productivity.

Focus for the HR function remained on change management
initiatives to help employees adapt to the new way of

working during the successful implementation of several
busingss projects such as reviewing our distribution footprint,
outsourcing finance transactional services and Project 19I5
{Supply Chain Improvement) among athers. In 2009, we
successfully outsourced our payroli and derived increased
henefit from enterprise resource planning software (SAP} for HR
systems.

In 2010, we ook forward to enhancing our position in Kenya

as Emplayer of Choice and supporting career development
within the realities of the evolving business structure. We will
also facilitate geeater participation of our employees in the
davelopment of our business strategy for the next 5 years and in
supporting business initiatives in line with our objective of being
a lean, flexible and efficient organisation. People development
remains a priority as it will be akey ingredient in creating an
organisation which is fit for the future.
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“adheres to

the standards of
good corporate
governance” @

The Company is committed to the highest -Naushad Ramoly, Legal Counsel-
standards of corporate governance and
adheres to the standards of good corporate
governance set out in the Capital Markets
Authority Guidelines on Corporate
Governance Practices by Public Listed
Companies in Kenya (CMA Guidelines).




The Company is cominitted to the highest
standurds of corporate governance and adheres
to the standards of good corporate governance set
oul in the Capiral Markets Authority Guidelines on
Corporate Gavernance Practices by Public Listed

Companies in Kenya (CMA Guidelines).

BRITISH AMERICAN
Tamacco
s

EMPLOYMENT e thene]
PRINCIPLES Lty S

—

BRITISK AMERICAN BRITISK AMLRICAN
Fomscta Tomatco
KENYA, (=

Standards of
Business Conduct
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Corporate Governance

The Company believes that the most potent form of
corporate governance comes from within, with external
guides and codes being overlays to the standards that we as
a Group set ourselves. Those standards are codified in our
own Standards of Business Conduct which every company
and every employee worldwide is expected to live up to.

fn addition we also adhere to our Statement of Business
Principles which is designed to help meet the expectations
placed on us by our various stakeholders.

The board of directors

The company is managed under the direction of the Board

of Directors, which oversees corporate governance and is
also responsibie for the overall system of internal control

for the Company, thereby managing risks that may impede
the achievement of the Company's business objectives.
Responsibility for implementing strategy and day-to-day
operations has been delegated by the Board to the Managing
Oirector and the top management team.

Camposition of the board of directors

The Board's current membership consists of six Non-Executive
Directors and four Executive Directors, They are appointed for
a period of two years; subsequent reappeintment is subject to
endorsement by the Board and the approval of shareholders
at an AGM in the usual manner. The Board meets at least four
times a year,

Evaluation of board performance

Every year, the Board conducts a critical evaluation of its
performance for the preceding year. This evaluation is done
try each Director completing a Board Effectiveness evaluation
form. The information is then collated by the Company
Secretary and presented to the Nominations Committee with
a view to improving upon identified areas of weakness.
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“in 2009 total shareholder
return was 49%. The
business fundamentals
are sound.”

British American Tobacco Kenya remains - Lawrence Kimathi, Finance Director
in a very strong position.




“ranked the 4th largest tax
payer by Kenya Revenue
Authority”

- Evanson Mwaniki, Chairman-  The company remitted Kshs 8.3 billion in
2009 compared to KSh 7.9 billion in 2008. Our
business brought in USD 57 million in foreign
exchange to the country from our export and

contract manufacture operations.




The HR Service Centre, based in Kenya provides
services to BAT operations accross East Africa. The

implementation of SAP HR enables a solid management

information system for back- ffice operations.
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Corporate Information

Board of Directors
Mr. E. Mwaniki* {Chairman)
Mr. G. Fagan {Managing Direcior)
Mr. L. Kimathi (Finance Director)
Mr. H. Eloff

M. J. Dowd

Mr. MM Wanyoike®
Mr. AN Ngugi*

Prof. 1H Kimura*

Mr. GR. May*

Mr. M, Oduor-Otieno®
Ms. R Ngobi

{Company Secretary)

Audit Committee

Prof JH Kimura* (Chairman)}

Mr. G.R May*

1. M. Oduor-Ciiero”®

Mr. G. Fagan {Permanent Invitee}
Mr. L. Kimathi (Perrnanent Invitee)
Mr. H. Cloff {Permanent Invitee]
M, E. Mwaniki* (Permanent Invitee)
Mrs. ). Adell-Owino (Permanent Invitee)
M. D. Wasike {Secretary)

Ms. R. Ngobi (Permanent Inviteg)

Nominations Committee

Mr. E. Mwaniki® {Chairman)
Mr. AN Ngugi*

Mr. G. Fagan

Ms. R. Ngobi {Secretary)

Remuneration Committee

Mr. MM Wanyoike™ (Chairman)
Mr. E. Mwaniki*

Mr. G. Fagan

Mr. L. Kimnathi

Mr, D. Sewgobind (Secretaty)
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Auditor

PricewaterhouseCoopers,

The Rahimtulla Tower, Upper Hill Road,
PO Box 43693-00100

NAIRCSBI

TransferAgents  _ _ _ _  ———————

Custody & Registrar Services Limited
Bruce House, 6th floof, Standard Street,
PO, Rox 8484-00100,

NAIRCSBI

Advocates

Kaplan & Stratton,
Williamson House,
4th Ngong Avenue
PO. Box 40111-00100,
NAIRDB!

Bankers

Barclays Bank of Kenya Limited

Citibank NA

Commercial Bank of Affica Limited

CFC Stanbic Bank

Standard Chartered Bank Kerya Limited

Secretary and Registered Office
AT Ngobi (Ms)

Likoni Road

PO. Box 30000-0010¢,
NAIRCSBI

*Non-Executive Directors

|

I
=
]
=
o,
=h
w
-
-1
.
m
3
m
3
-
7]

YANIY Lvd




6002 19qwad3(g
L€ Papuj
lea) ayj Joq

SjuUaWIdle)g
[elbueuly puy
Hoday jenuuy

PoHwWIT
eAuay oxdeqo}
uedswy ysiug

l




>:::m_xmvo:~oou mnzmsbpam;nm:._.o.omnne .
Financial statements for the year ended 31 December 2009 35

Table of contents

Directors report ... . e see e .36 Notes:

Statement of Directors’ 1 General Information . e o o e A5 6. Costof OpRIationg . . e s e e 55

responsibilities ... .. e e .37 2 Summary of significant accounting policies: 7 EINANCE COSTS. e o e o e e 55

Report of the independent Auditor....38 (3) Basis Of Preparation .. .. .. w e o 45 8 Proftbefore iNCome tax. . w v - = oo 90
9

(b) Consotidation of subsidaries... ... ... - 46 Employee benefits expense .. .. .. - 56

Financial statements: () Functional currency and translation 10 INCAME 1aX SXPENSE. e e 56
Consolidated staternent of of foreign curencies ... .. w = - 46 11 Earningspershare ..o e e e 57
comprehensive INCOME.. . e e oo o o 39 (d) Segment reporting. ... .. . o o o 46 12 Dividends pershare.. .. .. .o e e s 57 -
Consolidated balance sheet . o v e o 40 (e) Revenue recognition .. .. .. = o - A7 13.5hare CApIalc w e e e e e 57 WM
Company balance Sheet. ... .. o o e e oo 41 (f) Property, plant and equipment .. .. .. 47 14, Bevalualion reServe .. .. . e we oo o on 57 mw
Consolidated statement of changes in equity ... 42 (g) Infangible assets .. .. o e e 48 15 Deferred INCOME TAX. o e e v o o 58 ml.w

2
Company statement of changes inequity .. .. 43 (h) Accouniing forleases... .. .. o e o 48 16, Retirement benefitobligations. .. .. v 60 3
Consolidated cash flow statement. .. .. .. - 44 (i) INVENTOHES e o e e s o o o o 48 17 Property, plant and equipment. .. e 60 m.

() Receivables... .. o v e a e 48 18 Intangible assels. . . e e e e €1
() Payables. .. v e oo e o 48 19 tnvestment in subsidianies . e e 62
() Sharecapital. .. wo ww oo e e e 48  20.Prepaid operating lease ENTEIS. e e e B2
(m) Cash and cash equivalents. .. . w A8 21 INVENTOMES oo e e e oo e e e 62
(n) Employee benefits.. .. .. o oo 48 72, Receivables and prepayments. .. . o e 63
(0) INCOME TBX e o e e e oo e oo o0 49 23.Cashand cash eQUIVAIBNTS . o e e e 64
() BOMOWINGS. oo om o e o o o 49 24, Payables and acCrued expenses . . e e 64
(@) Dividends ... . we o e e 50 25.BOMOWINGS o e e ome s oo o e o o B4

() ReStructuring Provisions . . .. .. - 50 26, Provisions for liabilities and charges .. .. .65

3. Critical accounting estimates and 27.Cash generated from Operations . .. .. .- 66
JUAGEMENTS . e e e e e e o 50 28 Related party Transactions .. .. o e e 66
4 Financial risk management. .. .. .. o o 50 20 Contingent liablities. .. e 67

5. Segmentinformation .. .. ..eowe e 55 30, COMMUTMENTS . e e e o e e o 67



OLOZ JYdeW Z 3yale)
lunduiey em nqney

("SW) 1906\ -3 y
lneysewjey ef Liwe emy

TUneuIey B2 BLBYS 23 (7) 5| equIey ABUNIY U RURTEGUIEHY 1Znteyn
eA 1Ze3) eU EBYBpUSNY oA NUWIEY BYSSALOBUIRAM 18000 DINON 1RSI Ngesay em iznbeyeps
1znbeyepas

‘PU3l e nbreyany eys)isemifeue {(5) 981 1requuen nbunyny ef ujyo M| 010l WInjeew U e
nainu esmy {iyetseue aja BAR BU IUNdwey ez plays ey (7) og) lequieu nbunyiy eu PURLRgLUENY
MJBEISRUR 8007 BUIBAON §1 ayssel oy P2l BAM N eziune ahequie Iz T BUEAMG

eusL eminBelomy eysiiseafeus (c) gg| uequieu nbunypy e4 juiya BASI01CA)
LaneEw ey em NG emy yetseue apa BAY B NIy £7 Blous eYD (7) 98| nBunyy eu
Euerequueny nyeeiseue /007 1ejnf £7 ayarel 0L BRI M liLun ezivuiye sfequue 16nBp eLEMg

eusl emiINBeLINY eyssemilelem lyeseuem
A BAMLY RU exEAUL 21 M nnyu OUEIMJW B 11EYeM NLLEZ Bary UNBYSEL RH 2AUamy| nieeiseuEm
PAMOQ T PURMg BU 0T H EueMmg ‘undwiey ez pilays eus gg Uequieu nfunyy em ngifnw BANY

‘6007 BQUUIassq 0F dyarel ineysewey afuamy nynznifie ayy BLUEME RUTOIN BeAM By B
ML ouRINW nBuel 1Zuabinnyem of UNeLsewjey exyiey emzajayatawed OAELENRA ONtipRgR)Y
1IZuabnuanyeps ef lLneysewjey

(0000000571 'SuS ‘goaz) 00000005 'L

1BuYs em eprey em Oysimell e oebul ey EMUSILILYDIMY eMZaNapuadeuem 1FUsBrunyeas
eaadiiin (000'000'0SE SYS ‘2007) J00°000'05 16Uy em epiey em epNL em oefu Only eyemuL
EAEY OxOAIRA OlEdRw By emzabuoswl 000’1 £p'e b | Buys ef undwey e£ exesu g4 epley
epleg em oeby eu oayojepy

THEQUING BZ BRYDIG BU 22015 B 1lRZNN PU lezauaBuan lunduey ez nny nyBnys

nny nybnyg

unduwey eA ejemsel ESTA=0UIRUY 6007 #qWIRsa] (£ ayare) BBIIZ1 RO M 1y
1Py eay eypayy em rZnbeyn ez eyee ey efowed oed EJUERT BYSI|ISEMELEM ZUSBNINYEA

| oL0Z Youey z
_ Aaera.335 Aueduwiory
| (*sW )1q06N °1
_ pteog ay) jo sapao £g

dopupny

HONBRI2-21 10) JIasuny 130 (5} og|
UOH28S 13PN UaaIB 33110 E1Dads e 0 SnUIA Ag 91qiBye Butag pue 12y sattedwon 3yl 6 (7igg|
U39S JO SIS U 531121 8007 2quianop 1BL U0 07 Jo 3Be syl paurenie Bujney Pl T iy

UOIS8-24 10) [lastuly 1340
(5} 981 uci13as sapun uanb 2o [BID20S B 40 anLi1A Aq 3jg1Bie Bujag pue 19y saiuedwos ay

_ 1Y salledioD) syl 1o (7)1 Uonas Ll aouepronse
|\ UEBOLJO U1 aNUNLIo) o1 15218101 passaidxa 5BY S1adCODasnoLyIalPMadlg 1oupne s Aueduio’ ay|
j J0 (21981 Uoisas o sWiat Ul salla £00Z ANf 5,87 U0 g7 Jo 3Be 41 paulelie Buiaey BB v Uy

UCISD-3s

10§ seMasIsUL 1Yo ‘Haiblja Huiag pue Buraspy jelauso jeruuy Ul e Uolelod Aq preog ay)
WO 3IN31 BMOT T 1 PUE YOI3 1 1)y UGLIBIIOSSY JO S31111Y 3yl JO 68 BPIMY YU aduepiodde u)
‘6007 19qiuandas g uo preog FUL DY PSUBIsal awg T Uy

Bunaspy jeisuan

[ENULY 188) au1 9DU)5 s1010a1¢] Jo paeog SUYL U 23eid Uskel aney sabueyp Buimaoyioy ay |
s4013311q jo paeog

-_

(000000052 "1 sus :gong) 000'000'SZ0"L SYS 4O puapIAp [BUY & 4G feacidde syl puswwona
>I01290D 3Y | pled seam (000'000'05 1 sUS *800¢) 00000005 SUS Jo puspip wirslul e Jead ay)
Bunng sBuiies paureias o PEPPE Uaaq sey 000’ LEK'8/'L SUS JO Jeak Y1404 1yord 1au ay)
puapiaiq pue synsay
- T
Q0801 pUe sallarebid jo ges pue AUNIEYNUEW 3Y1 e dno.b SY1J0 sa1IaiLe |ediound ay)
satpApe jeddupag

-
Auedwor ay jo pue dnolb SULIO SIELE JC 31215 343 50| 251D Yojym ‘6007 RGUIasar] 1€ papua
1894 5U1J0) S1ustUa RIS [BIURLY DLIPNE aU) Ylism 1ay1a60] 1oda) HBY1wigns sroleng ay)

1Zuabnunyepn ef ejliee |

Joday /,$1012341

moow_mﬁr:muma_mumccm_mm>m:~hob_&cmEmﬂﬂw ;m_ucmc_u_ E
033PQO| URdIRWY Ysiing 00T J1oday Jenuuy

VANIN Lyd

sjuawajess jeidueury



>:s:m_mmuo:wooomzzm: >3m:nm:._.o_umnno l
ancial statements for the year ended 31 December 2009 37

Statement of Directors’ esponsibilities

Act requires the directors 1o prepare financial statements for each financial year that give a trug and fair view of the state of affairs of the Group and of the compan

The Companies y as at the end of the

financial year and of the Group's profit or loss. |t lso requires the diractors to ensure that the company keeps proper accounting racords that disclose, with reasonable accuracy, the financial position of the

company. They are also responsible for safequarding the assets of the company.

The directors accept responsibility tor the annual financial statements, which have been prepared using appropriate accounting policies supported by reasonable estimates, in conformity with international

Financial Reporting Standards and the requirements of the Companies Act. The directors are of the apinion that the financial statements give a true and faif view of the state of the financial affairs of

the Group and of the company and of the Group's profitin accardance with International Financial Reporting Standards, The directors further accept responsibility for the maintenance of accounting

recards that may be relied upon in the preparation of financial staternents, as well as designing, implementing and maintaining internal control ralevant to the preparation and fair presentation of financial

staterments that are free from material misstatemant.

Nothing has come to the attention of the directors to indicate that the company and its cubsidiaries will not remain a going concern for at least twelve manths from the date of this statement.

\I\\\I\\ll\\\\l\

G. Fagan L. Kimathi

Managing Director Finance Director

2 March 2000
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Consolidated statement of comprehensive income

Year ended 31 December
Notes 2009 2008

Shs"000 Shs'000

18,719,542 17,435,970

Gross turnover

Excise duty and vaiue added tax {7.625,146} (7152601}

Revenue 11,094,396 10,283,369
Other income 220,306 136,776
Cost of operations 6 (8,779,231) (7,858,216)
Restructuring costs (314,252) -

7 {112,255) {145,016)

Finance costs

2,108,964 2416913

Profit before income tax

Income tax expense 10 (630,533} (716,518

Profit for the year (of which Shs 1,478,431 has been dealt with in the accounts of the Company) 1,478,431 1,700,395

Other comprehensive income

Total comprehensive income for the year 1478431 1,700,395
Earnings per share

Basic and diluted (Shs per share) 11 1478 17.00
Dividends:

Initerim dividend — paid in the year 12 450000, .. .- 450000
Proposed final dividend for the year 12 fomm.oo@? T U 150,000

1,475,000

The notes on pages 45 1o 67 arean integral part of these consolidated financial statements.
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Company balance sheet

At 31 December

Notes 2009 2008

Shs'000 Shs 000
Equity
Share capital 13 1,000,000 1,000,000
Share premium 13 23 23
Revaluation surplus 14 1,152,866 1,187,808
Retained earnings 1,494,187 1,455,814
Proposed dividend 12 1,025,000 1,250,000
Total equity 4672076 4 593,645
Non-current liabilities
Borrowings 25 299,400 - I
Deferred income tax liability 15 G48,655 1,009,319 nw
Retirement berefit obligations 16 - 7,545 33
Total non-current liabilities 1,248,055 1,016,864 m s
Total equity and non-current liabilities 5,920,131 5.910,509 m =
Non-current assets m >
Property, plant and equipment 17 6,243,137 5,568,001 m
Intangible assets 18 56,336 116,131 m
Investment in subsidiaries 19 12,000 12000 @
Prepalid operating lease rentais 20 199 202

5,311,672 5 6506,334
Current assets
inventories 21 2,238,085 1,989,883
Receivables and prepayments 22 1428919 1,655,288
Current income tax 158,961 -
Cash and cash equivalents 23 249,500 800,759

4075465 4,445930
Current lia
Payables and accrued expenses 24 3132976 2,592,566
Borrowings 25 980,452 1,239334
Current income tax - 6,025
Pravisions for liabilities and charges 26 353,588 393,830

4467 D06 4,231,755
Net current {liabilities)/assets (391,541) 714,175

5,970,131 5,910,509

Total assets
The financial statements on pages 39 to 67 were approved for issue by the board of directors on 2 March 2010 and sigred on its behalf by:

G. Fagan L. Kimathi
Managing Director Finance Director
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ompany statement of changes in equity

Notes Share capital Share premium Revaluation surplus  Retained earnings Proposed dividends Total equity
Shs'000 Shs'000 Shs'000 Shs'000 Shs'o00 Shs'000

Year ended 31 December 2008
At start of year 1,006,000 23 1223110 1,420,317 1,050,000 4,693,250
Total comprehensive income for the year - - - 1,700,395 - 1,700,395
Transfer of excess depreciation - - {(50,432) 50,432 - -
Deferred income tax on transfer - - 15,130 {15,130) - -
Net {Josses)/gains recognised directly in equity - - (35,302 35302 - -
Transactions with owners
Distribution to owners I
[Dividends - - - - (1,050,000} (1,050,000) mom
- Final for 2007 - - - - . - 33
- Interim for 2008 12 : : . (450,000) : (450,000) B A
- Proposed final for 2008 12 - - - (1,250,000) 1,250,000 - w F
Tatal transactions with owners - - - 11,700,000 200,000 {1,500,000; m
Atend of year 1,000,000 23 1,187,808 1,455,814 1,250,000 4,893,645 m
Year ended 31 December 2009 o
At start of year 1,000,000 23 1,187,808 1455814 1,250,000 4863645
Total comprehensive income for the year - - - 1,478,431 - 1478431
Transfer of excess depreciation - - 48,917) 49,917 - -
Deferred income tax on transfer - - 14,975 (14,975) - -
Met {Josses)/gains recognised directly in equity (34,942) 34942 - -
Transactions with owners
Distribution to owners
Dividends;
- Final for 2008 - - - - (1.250,000) -
- Interim for 2009 12 - - - {450,000) ,
- Proposed final for 2009 12 - - - {1,025,000)
lotal transac ions with owners 450,000 13,250,000 {1,700,0001
At end of year 1,000,000 23 1,152,866 1,494,187 1,025,000 4,672,076

The notes on pages 45 to 67 are an integral part of these consolidated financial statements.
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Notes

(a)

General information
BAT Kenya Limited is incorporated in Kenya under the Cornpanies Act as a public limited liatsility company, and is domiciled in Kenya. The address of its registered cffice is:

Likeni Road
PO Box 30000-00100
Nalrobi

The company’s shares are listed on the Nairobi Stock Exchange.
Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out below. These policies have been consistently applied 1o all years presented,
unless otherwise stated.

Basis of preparation
The financial statements are prepared in accordance with International Financial Reporting Standards (IFRS). The measurernent basis applied is the historical cost basis, except where otherwise stated in
the accounting policies below. The finandial statements are presented in Kenya Shiliings (Shs), rounded to the nearest thousand.

The preparation of financial staternents in conformity with IFRS requires the use of certain critical accounting estirmates. It lso requires directors to exercise their judgement in the process of applying the
group’ accounting policies. The ereas involving a higher degree of judgement or complexity, or where assumptions and estimates are significant to the financial staternents, are disclosed in Note 3.
Changes in accounting policies and disclosures

(a) New and amended standards adopted by the group

IFRS 8,"Operating segments' —effective 1 January 2009. - IFRS 8 replaces IAS 14, ‘Segment reporting’ The new standard requires a ‘maragerment approach’, under which segment information is
presented on the same basis as that used for internal reporting purposes. In addition, the segments are reported in a manner that is mare consistent with the interal reporting provided to the chief

operating dedsion-rmaker.

IAS 1 {revised). Presentation of financial staterments’— effective 1 January 2009. The revised standard prohibits the presentation of items of income and expenses (that is, non-ownier changes in equity’)

in the staterment of changes in equity, requiring non-owner changes in equity'to be prasented separately from owner changes in equity in a staternent of comprehensive income. As a result the group
presents in the consolidated statement of changes in equity all owner changes in equity, whereas all non-owrer changes in equity are presented in the consolidated statement of comprehensive income.
Comparative information has been re-presented so that it also is in conformity with the revised standard. Since the change in accounting policy only impacts presentation aspects, there is no impact on

earnings per share.

{b) Standards effective in 2009 but not relevant
In 2009, the follewing new interpretations became effective for the first time but have not had an impact en the group's financial staternents:

IFRS 2 famendment), ‘Share-based payment’- effective 1 January 2009. It clarifies that vesting conditions are service conditions and performance conditions only. All cancellations, whether by the entity or

by other parties, should receive the same accounting treatment

IAS 23 (amendment), Borrowing costs'- effective from 1 January 2009. The armendment requires an entity to capitalise borrowing costs directly attributable to the acquisition, construction or
preduction of a qualifying asset (one that takes a substantial period of time to get ready for use or sale) as part of the cost of that asset.
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Financial statements for the year ended 31 December 2009 E

Notes (continued

(e)

f)

Revenue recognition

Reverue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course of the groug’s activities. Reverue is shown net of value
added tax {VAT), returns, rebates and discounts and after eliminating sales within the group.
The group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow to the group and when specific criteriz have

been met for each of the group’s activities as described below, The amount of revenue is not considerad to be reliably measurable until 3ll contingencdies relating to the sale have been
resolved. The group bases its estimates on historical results, taking into consideration the type of customer, the type of transaction and the spacifics of each arrangement.

Revenue is recognised as foflows:
(i Salesof goods are recogrised in the period in which the group delivers products to the customer, the customer has accepted the products and collectibility of the related receivables
is reasonably assured.

(i) Sales of services are recognised in the period in which the services are rendered, by reference to completion of the specific transaction assessed on the basis of the actual service
provided as a percentage of the total services to be provided.

(i) Interest income is recognised using the effective interest method. Dividends are recognised as income in the period in which the right to receive payment is established.

Property, plant and equipment

Al categoties of property, plant and equipment are initially recorded at cost. Buildings and freehold fand are subsequently shown at fair value, based on periodic, but at least once every five
years, valuations by external independent valuers, less subsequent depreciaticn for buitdings. Al other property, plant and equipment is stated at historical cost tess depreciation. Historical
cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits associated with the item
will flow 1o the group and the cost of the itern can be measured refiably. All other repairs and maintenance are charged 1o the statement of comprehensive income during the financial

period in which they are incurred.

Increases in the carrying amount arising on revaluation are credited 1o a revaluation surplus reserve in equity. Decreases that offset previous increases of the same asset are charged against
the revaluation surplus; all other decreases are charged to the staterent of comprehensive income. Each year the difference between depreciation based on the revalued carrying amount
of the asset (the depreciation charged to the statement of comprehensive income) and depreciation based on the asser’s original cost is transferred from the revaluation surplus to retained

earnings.
Freehold land is not depreciated. Depraciation on other assets is calculated using the straight line method to allocate their cost or revalued amounts less their residual values over their
estimated usefut lives, as follows:

Buildings; 2.5% - 10% per annum or over the period of the lease if less than 40 years.
Plant and machinery: 7% per annum
Vehidles and equipment : 10% to 25% per annum

The assets residual values and useful fives are reviewed, and adjusted if appropriate, at each balance sheet date.

The carrying amount of the group’s non-current assets is written down immediately to its estimated recoverable amount if the asset’s carrying amount is greater than its estimated
recoverable amount.

Gains and losses on dispesal of property, plant and equipment are determined by comparing proceeds with their carrying amount and are included in the staternent of comprehensive
income. On disposal of revalued assets, amounts in the revaluation surplus refating to that asset are transferred 1o retained earnings.
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Financial statements for the year ended 31 December 2009 E

Notes (continued

n}  Employee benefits (continued)
The group also operates an unfunded retirement benefit scheme to provide additional "top up’ retirement benefits to management staff. The scheme operates on a defined benefit basis. No

contributions are payable to the scheme, but a provision is made in the financial statements for the estimated cost of the future benefits under the scheme. The adeguacy of such provisions is
confirmed periodically by an independent actuarial valuation at least once every three years.

Effective 1 January 2008, the “top up”arrangement was discontinued and instead the employer contributions to the Provident Fund adjusted to replicate the benefits that would have previously

been payable from the Provident Fund and the "top up”arrangement. The group has put in place a provision for the defined benefit obligation to ensure that for the next five vears employees leaving
benefits will not be less than they would have been under the previous arrangements.

The liability recognised in the balance sheet in respect of defined benefit pension plans is the present value of the defined benefit obligation at the balance sheet date less the expected leaving
benefits payable to the management staff under the cusrent defined contribution retirement benefit scheme for the period up to 31 December 2010. The defined benefit obligation is calculated at
least once every three years by independent actuaries using the projected unit credit method. The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating to the terms

of the related pension liability.

bilities of the scheme are calculated, modelling their future growth, based on key assumptions agreed with management as described in Note 16.

In determining this cost, the actuarial value of the

YANIA Lvd

The group and all its employees also contribute to the National Social Security Fund (NSSF), which is a defined contribution scheme.

Other entitlerments
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Employee entitlernents to long service awards are recognised when they accrue to employees. The estimated monetary liability for employees accrued annual leave entitlernent at the balance sheet date
is recognised as an expense accrual.

[0} Income tax

Income tax expense is the aggregate of the charge to the statement of comprehensive income in respect of current income tax and deferred income tax. Tax is recognised in the statement of
comprehensive income unless it relates 1o items recognised directly in equity, in which case it is also recognised directly in equity.
Current income tax is the amount of income tax payable on the taxable profit for the year determined in accordance with the relevant tax legislation.

Deferred income tax is recognised, using the liability method, on all tempaorary differences arising between the tax bases of assets and liabilities and their carrying vaiues for inancial reporting purposes.
However, if the deferred income tax is not accounted for if it arises from the initial recognition of an asset or liakility in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates and laws that have been enacted or substantively enacted at the balance sheet date and are
expected to apply when the related deferred income tax liability is settled or deferred income tax asset is realised.

is probable that future taxable profits will be available against which the temporary differences can be ut

Deferred income tax assets are recognised only to the extent tha

Deferred Income tax is provided on temporary differences arising on investrents in subsidiaries and associates, except where the timing of the reversal of the temporary difference is controfed by the
group and it is probable that the ternporary difference will not reverse in the foreseeable future.

(p} Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost using the effective interest method; any differences between proceeds
{net of transaction costs} and the redemption value is recognised in the statement of comprehensive income over the pericd of the borrowings.
Borrowings are classified as current liabilities unless the group has an unconditional right to defer settlement of the liability for at least 12 months after the balance sheet date.
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Financial statements for the year ended 31 December 2008 H

(i} Price risk
‘The group and the company are not exposed to equity securities price risk.

(it Cash flow and fair value interest rate risk

The group and company do not carry interest bearing assets. The group has borrowings at variable rates, which expose the group to cash flow interest rate risk. The group regularly monitors inancing
options available to ensure optimum interest rates are obtained. At 31 December 2009 and 2008, an increase/decrease of 100 basis points would have resulted in an insignificant change in consolidated

and company post tax profit.

Credit risk

Credit risk is managed on a group basis. Credit risk arises from deposits with barnks, as well as trade and other receivables. Neither the greup nor the Company has any significant concentrations of
credit risk. The group management assesses the credit quality of each customer, taking into account its financial position, past experience and other factors. Individual risk limits are set based on

internal or external ratings in accordance with fimits set by the Board. The utilisation of credit limits is regularly monitored,

The amount that best represents the group’s and company’s maximum exposure to credit risk at 31 December 2000 is made up as follows:

Group Company
2009 2008 2009 2008
Shs'000 Shs'000 Shs'000 Shs'000
Cash and cash equivalents 251575 - 802858 248,500 300,759
Trade/related party receivables 1075922 1,204.856 968,159 1,171,152
Other receivables 450,534 528876 460,760 484,136
1,778,031 2,537,590 1,678,419 2,456,047

No collateral is held for any of the above assets. All receivables that are neither past due nor impaired are within their approved credit limits, and no receivables have h

None of the above assets are either past due or impaired except for the following amounts in trade receivables {which are due within 30 days of the end of the month in which they are invoiced):

[CA - LIBRA]
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Financial staterents for the year ended 31 December 2009 H

Notes (continue

4 Financial risk management (continued)

Less than 1 year Between 1 and 2 years
(a) Group
Shs’000 Shs'000
At 31 December 2009
Liabilities
- borrowings 1,672,602 299400
- trade and other payables 2,606,885 -
Total financial lia s (contractual maturity dates) 4, 279487 299400
Assets I
- Cash and bank balances 251,575 - =%
=
- Amaourts due from group companies 966,544 - 2 =
n
~Trade and other receivables 556912 - &>
& >
Total financial assets {expected maturity dates) 1,778,030 - w..
)
2
At 31 December 2008 [
Lia s
- borrowings 1,239,334 -
- trade and other payables 2,663,073 -
Total financial liabilities (contrac tuai maturity dates) 3902407 -
Assets
- Cash and bank balances 802858 -
- Amounts due from group companies 1,125,364 -
- Trade and other receivables 609,368 -

Total financial assets (cxpected maturity dates) 2537590 -
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Financial statements for the year ended 31 December 2009 H

Notes (continued

5  Segmentinformation

The group operates in one business segment - manufacture and sale of cigarettes and tobacco and one geographic segment based on the location of the manufacturing site in Kenya; hence no

segmental information is presented.

The group’s revenues by destination are as follows:

2009 2008
Shs ‘000 Shs ‘000
Local sales 6,595,964 6,050,517
Exports 4,498,432 4232852
11,094,356 10,283,369
Analysis of revenue by category:

Sale of goods 10,840,897 9977485
Sale of services 253,499 305,884
11,094,356 10,283,369

None of our customers have sales in excess of 10% of the total revenue.
Cost of operations 2009 2008
Shs'000 Shs'000
Raw materials and consumables 5676057 5,142,870
Marketing and distribution costs 632,009 658,703
Administrative and other operating expenses 1,941,961 1,559,970
Depreciation of property, plant and equipment (Note 17) 467,512 405,653
Amortisation of intangitzle assets {Note 18) 61,689 61,017
Amortisation of prepaid operating lease rentals (Note 20) 3 3
8779,231 7858216
Finance costs 2009 2008
Shs'000 Shs'000
Interest income (162) (175)
Interest expense - bank borrowings and related party loans 165,777 105,792
Net foreign exchange {gains) / losses 153,360) 39,399
Met finance costs 112,255 145016
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Financial statements for the year ended 31 December 2006 E

nued

otes (cont

10 Income tax expense {continued)
The tax (charge)/credit relating to companents of equity are as follows:
2009 2008
Shs'000 Shs'000
Before tax Tax charge After tax Befare tax Tax charge After tax
Transfer of excess depreciation 49917 (14,975) 34,942 50432 (15,130) 35,302
Effect on equity 40617 4,9 34,542 50437 {15,130 35,302
11 Earnings per share
Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the weighted average number of ordinary shares in issue during the year.
2009 2008
Profit attributable to equity holders of the Company {Shs ‘000) 1,478,431 1,700,395
Weighted average number of ardinary shares in issue (thousands) 100,000 100,000
Basic earnings per share (Shs) 1478 1700
There were no potentially dilutive shares outstanding at 31 December 2009 or 2008. Diluted earnings per share are therefore the same as basic earnings per share.
12  Dividends per share
Al the annual general meeting to be held on 28" April 2010, a final dividend in respect of the year ended 31 December 2009 of Shs 10,25 per share amounting to a total of Shs 1,025,000,000is 10 be
proposed. These financial statements do not reflect this dividend as a lialaility. During the year an interim dividend of Shs 4.50 per share, amounting 1o a total of Shs 450,000,000 was paid. The total
dividend for the year is therefore Shs 14.75 per share {2008: Shs 17.00), amounting to a total of Shs 1,475 000,000 {(2008: Shs 1,700,000,000).
Payment of dividends is subject to withholding tax at a rate of either 5% or 10% depending on the residence of the shareholders.
13 Share capital Number of shares (Thousands) Ordinary shares Shs’000 Share premium Shs’000
Balance ar | tanuary 2008, 1 January 2002 and 31 Decomber 2009 1,000,000 23
The total authorised number of ordinary shares is 100,000,000 with 2 par value of Shs 10 per share_ All issued shares are fully paid.
14  Revaluation reserve

The revaluation reserve surplus relates to the revaluation of the company’s buildings and freehold land net of deferred income tax and is non-distributable. The movements in the revaluation surplus
are set out in the consalidated and company staternents of changes in equity.
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otes (continue

Deferred income tax (continued)

Charged/
(credited)
1.1.2008 to P/L 31.12.2008
Y jed 31D ber 2008 Shs’'000 Shs'000 Shs’'000
Deferred income tax liab
Property, plant and equiprment:
- on historical cost basis 602,114 46,371 648,485
- on revaluation surpluses 524,189 (15,130 508,059 |
Unrealised exchange gains 33,985 72,281 106,266
1,160,288 103527 12638 %
& —
Deferred income tax assets a2 =
2
Provisions {104,693] (35,829) (140,522) - W
-
Unrealised exchange losses (51,956) {65.353) (117,309) m
{156.649) 01,1820 {257 851 M
=
Net deferred income Lax liability 1003639 2,340 1,045,979 i

Deferred income tax of Shs 14,975,000 (2008: Shs 15,130,000) was transferred within shareholders’ equity from revaluation reserves to retained earnings. This represents deferred income tax on the
difference between the actual depreciation on the property and the equivalent depreciation based on the historical cost of the property.

utable 1o the following items:

Campany deferred income tax assets and lrabilities are aut

2009 2008
Shs'000 Shs'000
Deferred income tax liabilities
Property, plant and equipment;
- on historical cost basis R08,923 648,485
- on revaluation surpluses 474,562 509,059
Unrealised exchange gains 99344 106,266
Total deferred income tax i 1382829 1263810
Deferred income tax assets
Provisions (160,540) {137,182
Unrealised exchange losses mmno»mv.q PP IR & wbE.lJ
Tax losses (189582 1A T TN gR o4 T !
_,\j\&“{u}pg .y!..LFPWn@mRLOA F
wBen 1000319

Net deferred income tax liahility
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otes (continued

Property, plant and equipment- Group and Company {continued)

Year ended 31 December 2009

Opening net book amount 2.288406 3,102,066 177,529 5,568,001
Additions 163,984 814,500 195,566 1,174,050
Disposals
-Cost (15} (123531) {133,577 {257,123)
-Accumulated depreciation 5 101,954 123,762 225721
Depreciation charge (73,622 (300,198) (93,692) {467,512)
Closing net book amcunt 2378758 3,594, /91 269,088 65,243,137
At 31 December 2009
Cost or valuation 2,522,500 5,567,804 513,991 8,604,295 I
Accumulated depreciation 143742 {1.973,013) 1244,403) 12,361,158) M
Mt boerk amaunt 2,378,758 3,594, /M1 269,588 0,243,137 =
Z
=

Buildings and freehoid land were last revalued during 2007, by independent valuers. Valuations were made on the basis of the open market value for land and residential properties in major urban areas
and net current replacement cost on existing use basis for all other properties. The book values of the properties were adjusted to the revaluations and the resulzant surplus net of deferred income tax

was credited to the revaluation surplus in shareholders’ equity.

H_
=
Qr
=
a8
2
w
~
-1
Fd
[1]
3
1]
=
-
]

If the buildings and freehold fand were stated on the historical cost basis, the amounts would be as foliows:

2009 2008
Shs'000 Shs'000
Cost 933,884 769,176
Accumulated depreciation (200,822) (177,637)
Net hook amount 733067 591,539
Intangible assets- Group and Company
Computer software licences
2009 2008
Shs'000 Shs'000
At 31 December
Cost 244,839 242945
Accumulated amortisation {188,503) 1126,814)
56,336 186,147

Net Book amatnt
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Notes (continued

>::cm_mm_uo;uooom%_m:.»am:nm:ﬁocmnno
Financial staterments for the year ended 31 December 2009 E

22 Receivables and prepayments Group Company
2009 2008 2009 2008
Shs’'000 Shs'000 Shs‘000 Shs'000
Trade receivables 34884 102,074 605 57,237
Less: Provision tor impainment [0osses (1,320 (225824 (11,449
33.564 79,492 605 45,788
Prepayments and other receivables 523,348 529,876 458,770 484,136
Due from related parties {(Note 28) 969,544 1,135,364 969,544 1,125,364
1526456 1,734,732 1428919 1,655,288
Movemenlts on the provision for impairment of trade receivables are as follows:
Group Company
2009 2008 2009 2008
Shs’'000 Shs'000 Shs'000 Shs'000
At start of year {22,582) 6,842) (11,449) -
Provision in the year - {15,740) - {11,449)
Utilised in the year 21,262 - 11,449 -
At end of year {1,320) {11,449
The fair values of the current receivables are as follows:
Group Company
2009 2008 2009 2008
Shs'000 Shs'000 Shs'000 Shs'000
Trade receivables 33,564 79492 605 45,787
Due from related parties 969,544 1,125,364 960,544 1,125,364
Prepayments and other receivables 523348 529876 458,770 484,136
1526456 734732 1428919 1.655,28/7

The carrying amounts of the above receivables and prepayments approximate 1o their fair vatues.
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Notes (continued
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25

26

The group has the following undrawn borrowing facilities:

Borrowings (continued)

2009 2008

Shs'000 Shs'000

Qverdraft facilities 1,300,570 1,323,500
Bond guarantees 714,445 862,500
5015 A 186,000

The fac
utilised to manufacture cigarettes for the export market.

Provisions for liabilities and charges

es expire within one year and are subject to review at various dates during the year. Bond guarantees are issued 1o cover import duty, VAT and excise payable for all imported goods that are

Group Company
Year ended 31 December 2008 Shs'000 Shs’000
At start of year 537,436 537436
Additional provisions 302312
Unused amounts reversed {315,954)
Charged to statement of comprehensive income (17.642)
Utilised during year {125,964} (125,964)
At end of vear 3493850 393830
Group Company
Year ended 31 December 2009 Shs'000 Shs'000
At start of year 393,830 393,830
Additicnal provisions 58,631
Unused amounts reversed 126,600)
Charged to statement of comprehensive income 32,031
Utilised during the year (72,273} {72,273)
353,588 353,588

At end of year

Provisions comprise balances set up in the ordinary course of business and are related to general liabilities to varicus stakeholders.
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29

30

The following transactions were carriec out with related parties:

i} Sale of goods and services Group and Company
2009 2008
5hs'000 Shs'000
Cther related parties 3,357,302
ii} Purchase of goods and services
Parent company 400,040 283,231
Other related parties 294,145 93,460
694, 185
iii) Key management compensation
Salaries and other short-term employment benefits 216,331 215416
Other long-term benefits 42,952 44,855
263 083 J6007 1
5 Directors remuneration
Fees for services as a director 9,051 11,176
Other emoluments {included in key management compensation above) 136,373
otal remuneration of directors of the company 125,424
v} Qutstanding balances arising from sale and purchase of goods/services
Receivables from other related parties 969,544 1,125,364
Payables to the parent company 448,421 312,944
Pavabies to other group companies 429313 514,52
T34 827 400

vi} Loans from related parties

toan from relatad ¢

riy BAT e

Contingent liabilities

A case in which the company has taken the Kenya Rrevenue Authority to court over a dispute regarding interpretation of the Finance Bill 2008 is pending.
The group is a defendant in various legal actions. Based on professional advice received, the directors are confident that the resolution of these cases is not likely have a material effect on the group’s

operations.

At 31 December 2009 and 2008, the group had no guarantees given on behalf of third parties.

Compmitments

Capital commitments

Capital expenditure contracted for at the balance sheet date but not recognised in the financiat statements is as follows:

Property,

quipment

Group and Company
2009 2008
Shs’'000 Shs’'000
Tl 889 273,549
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Form of Proxy

To:

The Secretary,

British American Tobacco Kenya Limited,

PO, Box 30000 -00100, Nairobi

1/ We

of PO, Box

member/members of British American Tobacco Kenya Limited appoint

of falling him, the Chairman of the Meeting as my/our proxy, to vate for me/us and en my/our behaif at the Annual General Meeting of the Company to be held on 28", April 2010 in the Ballroom, Hotel

Intercontinental Nairobi, or at any adjournment thereof.

As witness my/our hand/s this day of. 2010

{Signature)

NOTES:
1. If a member is unable to attend this meeting personally this Form of Proxy should be completed and returned to reach the Company's Registered Office not later than 2.30 p.m. on 27® April 2016.
2. A person appainted to act as a proxy need not be a member of the Company.

3. If the appointer is a corporation, this Form of Proxy must be under its common Seal or under the hand of the officer or attomney duly authorised in that behalf





