el

an

adesn

e

Y



Mr. Arun Kaul
Managing Director
British American Tobacco Bangladesh



The presence of British American Tobacco in this
part of the world can be tracedback to 1910.
Beginning the journey as Imperial Tobacco 100
years ago, the Company set upits first sales depot
at Armanitolain Dhaka. After the partition of India
in 1947, Pakistan Tobacco Company was
established in 1949. The first factory inBangladesh
(the thenEast Pakistan) was setup in 1949 at
Fauzdarhat in Chittagong. In 1965, the second
factory of Pakistan Tobacco Company went into
production inMohakhali, Dhaka. Then itbecame
Bangladesh Tobacco Company Limited in1972
immediately after Bangladesh's independence. In
1998, the Company changed its name and identity
toBritish American TobaccoBangladeshaligning
the corporate identity with other operating
companies in the British American Tobacco Group.

BAT Bangladeshis a part of BAT plc, the world's
most international tobacco group, with brands
sold in 180 markets around the world.

We make high quality tobacco products for the
diverse preferences of consumers, spanning the
business 'from crop to consumer’ and we are
committed to embedding the principles of
corporate social responsibility Group-wide.

We were among the first companies tobe listed
on the Dhaka and Chittagong Stock Exchanges and
currently ranked amongst the top 15 companiesin
terms of market capitalisation. British American
Tobacco Group holds 65.91% of our shares; 17.41%
is owned by Investment Corporation of
Bangladesh; Shadharan Bima Corporation,
Bangladesh Shilpa Rin Sangstha, Government of
People's Republic of Bangladesh, Sena Kallyan
Sangstha own 4.71%6 and a further 11.979 is owned
by other shareholders.

Our success comes fromssatisfying informed adult
smokers. We manufacture and market high quality
and well established international cigarette
brands. The brand portfolio of BAT Bangladesh
currently consists of Benson & Hedges, JohnPlayer
Gold Leaf, PallMall, Capstan, Star, Scissors, Pilot
and Bristol.

We grow our tobacco leaves through our
registered farmers inKushtia, Chittagong,
Manikganj and Rangpur zones. Both our Head
Office and Cigarette Manufacturing Plant are
located in Mohakhali, Dhaka. We have one Green
Leaf Threshing Plant in Kushtia and a Redrying
Plant in Manikganj.

BAT Bangladesh employs more than 1,186 people
directly and about 50,000 people indirectly as
farmers, distributors andlocal suppliers. We take
great pride in saying that BAT Bangladesh s one of
the most preferred employers inthe country. It is
our pool of talented people who bring their
difference everyday and make BAT Bangladesh a
great place to work for all of us.

BAT Bangladeshis one of the largest multinational
companies in Bangladesh. Consequently, we are
also one of the largest private sector tax payers in
the form of Supplementary Duty and Value Added
Tax. Over time, we have successfully established
ourselves as the Company contributing to
economic, social and humanresource
development.
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The presence of

British American Tobacco in

this part of the world can b
b



Mr. Golam Mainuddin - Chairman

Mr. Arun Kaul - Managing Direcltor
Mr. K. H. Masud Siddiqui {(Appointed cn 14 October 2010) - Independent Director
Mr, Dewan Zakir Hussain (Resigned on 14 October 2010) - Independent Director

Mr, Kamrul Hasan - Independent Director
Mr, Md, Fayekuzzaman (Appointed on 15 july 2010) - Non-Executive Director
Mr. Md. Humayun Kabir (Resigned on 15 July 2010) - Non-Executive Director
Mr. Mr. Shehzad Munim (Appointed on 14 October 2010) - Non-Executive Director
Mr. Mark Drain - Finance Director

Mr. Md. Mahbubur Rahman - Legal Director
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Md. Mahbubur Rahman

Rahman Rahman Hug

Mr. Kamrul Hasan = Chairman
Mr. Md. Fayekuzzaman - Member
Mr. Golam Mainuddin -Member
Mr. Imad Rahman - Secretary
Mr. Golam Mainuddin - Chairman
Mr. Arun Kaul - Member
Mr. Mark Drain - Member
Mr. Syed Imtiaz Faruque -Secretary

Standard Chartered Bank

The Hongkong and Shanghai Banking Corporation Ltd.
Citibank N.A

Commercial Bank of Ceylon Limited

Sonali Bank

Pubali Bank Limited

British American Tobacco Bangladesh Company Limited
New DOHS Road

Mohakhali

Dhaka 1206
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Mr. Golam Mainuddin has been the Chairman of British
American Tobacco Bangladesh since August 2008. After
obtaining a Master’s Degree from Dhaka University, Mr. Golam
went on to serve for the next 40 years in agro-based industry
and corporate management. He was a Tea Planter/ Garden
Manager at Duncan Brothers from 1969 to 1982 and then with
BAT Bangladesh where he was appointed as Head of Leaf in
1985. He was appointed to the Board of Directors in 1986 and
was given the responsibility of Deputy Managing Director in
1997. Over 26 years in BAT Bangladesh, he was deeply involved
in achieving self sufficiency in tobacco production with
productivity as well as quality improvement of international
standards and familiarising Bangladeshi Tobacco in the world
market. He played a key role in popularising the afforestation
programme of BAT Bangladesh. He is the committee member
of Metropolitan Chamber of Commerce and Industry and
played various roles of heading few sub-committees of
Bangladesh Employers’ Federation and MCCI. He is the
Vice-Chairman of Bangladesh Cigarette Manufacturers’
Association where he is playing an important role to ensure
level playing field for the industry. Mr. Golam Mainuddin is the
Independent Director of Advanced Chemical Industries (ACI)
Bangladesh. He is also the Director of Federation of Bangladesh
Chambers of Commerce and Industries (FBCCI) and has been
entrusted with the responsibility as the steering committee’s
member from the private sector representing Bangladesh in
the fourth United Nations conference on Least Developed
Countries (LDC).

Mr. Kamrul Hasan obtained B.A (Hons.) and M.A in English (15t
position) from Chittagong University. He completed diploma
degree in Public Management and Development from
Connecticut State University, USA. He also completed Diploma
in Development Planning from Planning Academy, Dhaka. He
was former Secretary of Ministry of Defence. Prior to this
position, he was Additional Secretary in the Ministry of Finance
(Finance Division). Before that he worked in important civil
service positions of Government of Bangladesh i.e. Economic
Relations Division of Finance Ministry, Ministry of Fisheries &
Live Stock, Chairman of Jibon Bima Corporation, Director of
Telephone Shilpo Shangstha and WASA. Mr. Kamrul Hasan has
been Non-Executive Independent Director of BAT Bangladesh
since 2004, representing Government'’s shares in the Company.
Beside BAT Bangladesh, he is also representing the
Government as a Director of Grameen Bank. He was awarded
“University BLUE” by Chittagong University in 1974 for his
remarkable achievement in study and extra curricular
activities. He was a national level Tennis player during
1972-1979.

1
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Mr. K. H. Masud Siddiqui
Non-Executive
Independent Director

i

Mr. Md. Fayekuzzaman
Non-Executive Director

Mr. Shehzad Munim
Non-Executive Director
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Mr.K.H Masud Siddiqui, after having completed Master's from the
University of Dhaka, joined Bangladesh Civil Service in 1982. He has also
earned a MA degree in Economics from Manchester University,
England. He further received a Post Graduate Diploma in Development
Administration and Management from the UK. He was appointed as
Secretary of Ministry of Industries in September 2010. Before this,

Mr. Siddiqui led Bangladesh Chemical Industries Corporation as the
Chairman. In his around 30 years successful career in civil service, he held
several important positions in both field administration and different
Ministries. He also worked in the Prime Minister's Office in the capacity
of Director. This position enabled him to work very closely with the
Head of the Government. Mr. Siddiqui joined BAT Bangladesh Board of
Directors in October 2010 as Non-Executive Independent Director,
representing Government’s shares in the Company. Besides BAT
Bangladesh, he is also nominated by the Ministry of Industries to be
Director of KAFCO, Basic Bank Limited and IPDC.

Mr. Md. Fayekuzzaman obtained B.Com Hons. M.Com in Management
(1st Class). He completed his Post Graduation studies in Investment
Planning, Appraisal and Management of Development Finance Institution
from Bradford University, Bradford, United Kingdom. He was appointed
Managing Director of Investment Corporation of Bangladesh (ICB) in
July 2010, Prior to this position, he had been Deputy Managing Director
of Agrani Bank since 2007. Before that, he was the General Manager of
ICB. He was appointed as Non-Executive Director of BAT Bangladesh in
July 2010, representing Government’s shares in the Company.

Mr. Shehzad Munim joined BAT Bangladesh as Territory Officer in 1997
after graduating from Institute of Business Administration (IBA) of Dhaka
University. Mr. Shehzad worked in different roles within BAT Bangladesh
Marketing department before being seconded to BAT New Zealand as
Group Brand Manager in 2003 and subsequently he took over the role of
Head of Brand Marketing in BAT New Zealand in 2005. In 2006, he took
the challenge of developing the innovations process in BAT Australasia
as Product and Packaging Innovations Manager. In 2007, Shehzad
returned to BAT Bangladesh as Head of Brand Marketing after
completing 4 years of successful secondment in Australasia. In 2008, he
assumed the role of Head of Marketing Bangladesh and delivered very
strong business results. After completing a very successful tenure as
Head of Marketing in Bangladesh, Mr. Shehzad has taken over the
challenging role of Area Head of Marketing South Asia Area based in
Islamabad, Pakistan. Mr. Shehzad was appointed as Non-executive
Director in October 2010.



Mr. Arun Kaul
Managing Director

I - |
Mr. Mark Draln
Finance Director

1

Mr. Md. Mahbubur Rahman
Legal Director and
Company Secretary

Mr. Arun Kaul was appointed as the Managing Director of BAT
Bangladesh in July 2010. Prior to this assignment, he was the General
Manager of BAT Taiwan. Mr. Arun joined BAT group in 1996 as the Area
Country Head of BAT Oman and thereafter held various senior
leadership roles in BAT Group such as Regional Manager - UAE; Trade
Development Manager - GCC; Country Manager - Philippines; General
Manager - Egypt; Special Project Manager - GCC; Programme Director -
BAT Iran; Commercial Director - Vietnam. Mr. Arun obtained Master's
Degree in Marketing Management from Kellogg Graduate School of
Management, Northwestern University, U.S.A. in 1984. He holds an MBA
degree majoring in Marketing from Indian Institute of Management,
Kolkata in 1981and a Bachelor degree in Mechanical Engineering from
Indian Institute of Technology, Delhi in 1978.

Mr. Mark Drain joined British American Tobacco Company in the United
Kingdom. Starting as a trainee in the HR department he then moved to
the Finance function and pursued a career that would take him through
several varied finance roles based in different locations throughout the
United Kingdom and then latterly in Singapore. In 1999, from Singapore
he transferred to Poland and since then has served as Head of Finance in
the vary different Group markets of Greece, Taiwan and Indonesia. He
joined BAT Bangladesh as Head of Finance in October 2008.

Mr. Md. Mahbubur Rahman obtained a Master's degree in Marketing from
the University of Dhaka in 1989. He joined BAT Bangladesh in 1998 after
working for a few multinational corporations. Mr. Mahbub took the
challenges of cross functional movements in his eighteen years career
span which made him well experienced in Trade Marketing, Logistics,
Finance, Audit, Corporate affairs, Company Secretarial and Legal affairs.
Mr. Mahbub is a qualified lawyer as well as an accountant. He is a
member of professional bodies such as Institute of Cost and
Management Accountants, Institute of Internal Auditors, Institute of
Chartered Secretaries and Institute of Directors. He is the General
Secretary of Intellectual Property Assaciation of Bangladesh. Mr. Mahbub
has been a member of the Board of Directors of BAT Bangladesh since
2007.
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Mr. Arun Kaul was appointed as the Managing Director of BAT Bangladesh
in July 2010. Prior to this assignment, he was the General Manager of BAT
Taiwan. Mr. Arun joined BAT group in 1996 as the Area Country Head of BAT
Oman and thereafter held various senior leadership roles in BAT Group
such as Regional Manager - UAE; Trade Developiment Manager - GCC;
Country Manager - Philippines; General Manager - Egypt; Special Project
Manager - GCC; Programme Director - BAT Iran; Commercial Director —
Vietnam. Mr. Arun obtained Master’s Degree in Marketing Management
from Kellogg Graduate School of Management, Northwestern University,
U.S.A. in 1984. He holds an MBA degree majoring in Marketing from Indian
Institute of Management, Kolkata in 1981 and a Bachelor degree in
Mechanical Engineering from Indian Institute of Technology, Delhi in 1978.
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Mr. Mark Drain joined British American Tobacco Company in the United
Kingdom. Starting as a trainee in the HR department he then moved to the
Finance function and pursued a career that would take him through several
varied finance roles based in different locations throughout the United
Kingdom and then latterly in Singapore. In 1999, from Singapore he
transferred to Poland and since then has served as Head of Finance in the
vary different Group markets of Greece, Taiwan and Indonesia. He joined
BAT Bangladesh as Head of Finance in October 2008.

Mr. Md. Mahbubur Rahman obtained a Master’s degree in Marketing from
the University of Dhaka in 1989. He joined BAT Bangladesh in 1998 after
working for a few multinational corporations. Mr. Mahbub took the
challenges of cross functional movements in his eighteen years career span
which made him well experienced in Trade Marketing, Logistics, Finance,
Audit, Corporate affairs, Company Secretarial and Legal affairs. Mr. Mahbub
is a qualified lawyer as well as an accountant. He is a member of professional
bodies such as Institute of Cost and Management Accountants, Institute of
Internal Auditors, Institute of Chartered Secretaries and Institute of
Directors. He is the General Secretary of Intellectual Property Association
of Bangladesh. Mr. Mahbub has been a member of the Board of Directors of
BAT Bangladesh since 2007,
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Mr. Zafar Aslam Khan
Head of Supply Chain
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g
MI. Kalhan Kanman
Head of Marketing
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Mr. Zafar Aslam Khan joined BAT as a Management Trainee after comple-
tion of his Mechanical Engineering degree in March 1996. Over the last
15 years, he has worked in various strategic roles in the Supply Chain
function within Pakistan Tobacco Company and as Programme Manager
for the Regional Supply Chain Programme in Malaysia which was
involved in implementation of the global supply chain strategy. He has
also served in the Marketing function and led a new market access project
for a developing country. Zafar joined BAT Bangladesh in 2010 as Head of
Supply Chain.

Mr. Raihan Rahman joined BAT Bangladesh as Assistant IT Analyst in 1997
after graduating from University of South Dakota. He later moved to
Marketing as a Territory Officer in 1998. Subsequently he worked in various
roles within Marketing department specializing in brand and portfolio
strategy. Raihan took over as the Head of Trade Marketing & Distribution in
2007. During his time as Head of TM&D, BAT Bangladesh sold record
volumes for two consecutive years. Raihan also drove the transformation
of TM&D with passion by implementing a comprehensive route to market
strategy review. Having successfully led sales and distribution, Raihan was
appointed as Head of Marketing in 2010.



L.

Mr. Syed ImtiazFaruque
Head of Human Resources

r.. anel i
Head of CORA

Mr. Syed Imtiaz Faruque joined BAT Bangladesh in 1998 as a Management
Trainee, successfully gaining experience in various HR roles. He was
seconded to BAT Korea in 2005 as Organisation Development Manager.
Imtiaz then moved to Cambodia as Head of HR in 2007. Imtiaz had been a
key member of the ASPAC Winning Organisation Programme team from
2005 to 2008. He returned to BAT Bangladesh as Head of Human Resources
in May 2008.

Mr. Zakir Ibne Hai started his career in 1996 after completing MBA from IBA,
Dhaka University. He joined BAT Bangladesh as Corporate Communications
Manager in 2007 after working for subsidiaries of Reckitt Benckiser, Bayer
and Telekom Malaysia in Bangladesh and India. Zakir has versatile
experience in areas of communication, regulatory affairs, stakeholder
management, marketing and media management. Zakir moved to the role
of Regulatory Affairs Manager in April 2008 and assumed the responsibility
of Head of Corporate and Regulatory Affairs (CORA) of BAT Bangladesh in
May 2009.
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NOTICE IS HEREBY GIVEN that the 38th ANNUAL GENERAL MEETING of British American Tobacco
Bangladesh Company Limited will be held on 10 April 2011, at 10:30 a.m. in the Ballroom of The Pan Pacific
Sonargaon Hotel, 107 Kazi Nazrul Islam Avenue, Dhaka 1215, for transaction of the following businesses:

1. Toreceive and adopt the Accounts for the year ended 31 December 2010, and the Reports of the
Directors and the Auditor thereon.

2, To declare the Dividend for the year ended 31 December 2010.

3. To elect Directors.

4, To appoint Auditor and to fix the remuneration,

6 March 20T By order of the Board
New DOHS Road Md. Mahbubur Rahman
Mohakhali Company Secretary
Dhaka 1206

Notice is hereby given that 16 March 2011 shall be considered as the Record Date for
entitlement of the Dividend for the year ended 31 December 2010 and ascertain the number of
shareholders, who shall be eligible to attend the 38th AGM of the Company.

A Member wishing to appoint a Proxy, must deposit the Proxy Form, duly stamped, at the
Company's registered office by 10:30 a.m. of 8 April 2011

Admission into the Auditorium will be allowed on submission of the Attendance Slip sent with
the Notice.

Only the shareholders or their appointed proxies can attend the meeting.
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On behalf of the Board of Directors, we are
pleased to present these reports and audited
annual accounts of British American Tobacco
Bangladesh Company Limited for the year ended
31December 2010.

Throughout 2010, the Company consistently
focused on the key strategic pillars of Growth,
Productivity, Responsibility and Winning
Organisation.

2010 was again a year which featured a strong first
half year performance and then a slower second half
year as the market recavered from the impact of the
mid year tax increase on pricing. On average cigarette
pack prices increased by 12-139% in June, well in
excess of the rate of inflation. However, intense
competition in the low segment and increased
indexing gap with the medium segment following the
price increase fuelled the down trading from the
medium segment to the low segment. As a
consequence, the low segment of the market
increased to over 509 of the total industry. This is a
concemning trend that may impact both British
American Tobacco Bangladesh and Government
revenues going forward.

Benson & Hedges and John Player Gold Leaf sales
volume met expectation in 2010 albeit coming
under intense pressure following the price increase
in June. Consistent investment behind these brands
in order to reinforce their strong brand equity has
ensured that they remain two of our leading
brands. Unfortunately, Star sales declined
significantly. The impact of the price increase in
2009, together with the lack of any real price
increase in the low segment has caused many
consumers to down trade to low segment brands.
The Company will focus on arresting this decline in
2011

Following the launch of Pilot in 2009, the brand
performed relatively well in certain parts of
Bangladesh. However, in certain regions Pilot did not
do well to capture down trading or value seeking
consumers. Therefore, in the second half of the year,
Bristol was launched to meet strong growing in
consumer demand and to improve market presence
the low segment. Despite a significant amount of
competition, to date sales are in line with
expectations,

The capacity building plan that started in 2009
continued throughout 2010 and the additional

machinery that came on line meant that British
American Tobacco Bangladesh could supply market
demand with higher quality products across the
portfolio.

The Company grew its gross tumover to Tk 6,599
crores, up by 1,092 crores from the previous year.
This increase was driven by tax led price increases,
increases in volume and improvement in mix. The
Company also increased tobacco leaf exports,
demonstrating its passion and commitment to
establish Bangladeshi leaf in the intemational market.
Leaf exports generated US$ 38.8 million in foreign
currency income, up by US$ 11.4 million from the
previous year. Leaf exports may have been higher;
however, the introduction of a 10% export duty in the
2009/2010 national budget did dampen down
demand as prices for Bangladeshi leaf became
uncompetitive with that of neighbouring tebacco
exporting countries. The Company, along with BCMA
will continue to pursue the Government in order to
remove this export duty going forward.

Profit after tax improvement reflects higher
volumes and improved product mix; cost savings
initiatives driven across the whole company in
order to strip out unnecessary levels of
expenditure as well as productivity improvements.

BAT Bangladesh continues to contribute 2/3rd of
the total tax collections from the cigarette
industry, and in 2010, the Company contributed

Tk. 4,627 crores as supplementary duty, value added
tax and other taxes. This represents an increase of
770 crores over last year. The Company will
continue to support Government proposals that
establish a sustainable level of tax contribution to
the national exchequer while ensuring a sustainable
growth for the industry.

As sales volumes increased, the Supply Chain was able
to supply preduct on-time-in-full throughout the year.
2010 saw record capital investments to support the
business growth plans. These included additional
cigarette manufacturing machines; major
infrastructure upgrades and enhanced leaf processing
and warehousing capacity. Having made these
investments, future business growth will became
more sustainable.

Under the manufacturing excellence programme
“Horizon”, there were improvements across all core
metrics of Quality, Efficiencies and Waste. With the
hardware now in place, the focus going forwards will
remain on achieving ambitious and exciting,
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accelerated improvements in quality and productivity
through ‘Change Management’ initiatives of
people-skill enhancement and work environment
upgrades.

Domestic leaf is fundamental to our business
sustainability. During the year, domestic leaf price has
in part been corrected after the dramatic increase in
2009 and we have procured our desired quantity for
domestic consumption and export. In 2010, our
farmers experienced higher yields per hectare
together with improved quality of tobacco. Export
volumes were high; however, the impasition of export
duty poses a huge challenge to its sustainability going
forward. However, the Company will continue to drive
export at a sustainable level, as this remains a key
source of foreign exchange earning for Bangladesh
and an important means of livelihood for our farmers.

Electricity and gas supply disruptions and challenges
with regards to material supplies and port congestion
in Chittagong throughout the year were handled to
ensure uninterrupted operations. However, this did
lead to higher fuel costs for self generation which,
coupled with overall cost inflation, kept our product
cost under pressure. As always, our dedicated
management team rose to the challenge and these
cost increases were partially offset through more
focused efforts leading to other savings in leaf and
material costs.

British American Tobacco Bangladesh strongly believes
that the business must demanstrate responsibility in
everything it does. Our Business Principles and our
Standards of Business Conduct set out what we
require of ourselves and employees in terms of
responsible corporate behaviour and personal
integrity. The Company is highly committed to
responsible behaviour which is an integral part of its
sustainability agenda. It believes that the business has
a key role to play in helping society to achieve the
necessary sustainable balance of economic growth,
environmental protection and social progress in ways
that will build value for all our stakeholders, including
our shareholders.

Our flagship CSR activity, Afforestation Programme,
began in 1980. So far, the Company has distributed
approximately 6.75 crores saplings throughout
Bangladesh, including 40 lakh saplings in 2010. This
relentless effort makes our programme one of the
largest private sector driven afforestation programmes
in the country.

We are committed to continuing this programme in
the future in the wake of a global and national drive
to combat the adverse effects of climate change in
line with the Government initiative. In 2010, the
Company received a number of awards for the
afforestation drive across the country.

For millions of people in Bangladesh, the only
available drinking water is laced with arsenic and
therefore extremely hazardous to health. Having
recognised the gravity of the issue, British American
Tobacco Bangladesh has stepped forward with the
‘Probaho’ project. Through Probaho, the Company
aims to provide rural communities with safe drinking
water. This initiative is also aligned with the
Govemment’s aim to achieve the Millennium
Development Goals (MDGs). So far, 12 water filtration
plants have been installed, using Government
approved community based water filtration
technology in Manikganj, Satkhira, Meherpur, Kushtia,
Jhenidah, Tangail, Kurigram and Chuadanga districts
which provide approximately 65,000 litres of pure
drinking water for 32,000 people every day.

The Company’s supply chain starts with the hard work
of around 46,000 registered farmers within the village
community. Therefore, the Company ensures that the
sources are sustainable and responsible by proactively
setting high standards for agricultural practices. In
2010, our initiatives included green manuring with
dhaincha (sesbania aculeata)-an effective approach in
enriching soil health and fertility. Dhaincha is also
promoted as alternate fuel in leaf growing areas.
Moreover, we also expanded integrated pest
management clubs and farmer field schools in
collaboration with the Department of Agriculture
extension to educate our farmers about the adoption
of good agricultural practices.

The Company has always come to the aid of victims
following natural calamities such as cyclone, flood and
other disasters. In 2010, we contributed to Prime
Minister's Relief & Welfare Fund to support the
distressed families of Dhaka’s tragic Nimtoli fire
victims,

The United Nations General Assembly has declared
2011 as the International Year of Forests to raise
awareness about preserving the world’s forests and for
sustainable management, conservation and
development of all types of forests. BAT Bangladesh
organised an art camp in association with Bengal
Gallery of Fine Arts to celebrate International Year of
Forests. Paintings by 12 eminent artists of Bangladesh
featured in our 2011 corporate greetings package.



The Company supports tobacco regulation that
balances the preferences of consumers with the
interests of society and enables our business to
continue to compete and prosper. All of our
marketing activities are governed by Smoking and
Tobacco Consumption (Control) Act 2005 and
Smoking and Tobacco Consumption (Control) Rules
2006 along with our own International Marketing
Standards. These principles embody our commitment
to marketing appropriately and only to adult smokers,
as well as compliance to the local laws and
regulations.

In BAT Bangladesh, we believe that the total business
performance is a result of the collective, collaborative
efforts of all our people. Hence, we strive to create a
company culture where people feel valued, can be
innovative and entrepreneurial; can work in an
environment where diversity is respected. The 2010
BAT employee opinion survey results show that, we
not only have made progress against previous years
but also are significantly ahead of our internal
benchmarks in all those aspects in terms of creating a
winning culture in the organisation. The BAT
Bangladesh management will continue to focus on
supporting a vibrant company culture which is felt to
be paramount to ensuring not only our own,
sustained corporate success, but which contributes to
the development of Bangladesh’s corporate
management culture as well.

This highly commendable survey result reflects the
excellent demonstration of leadership from across all
levels in British Amerlcan Tobacco Bangladesh.
Leadership development continues to be our key
focus. Along with our efforts to improve technical and
managerial skills, in 2010 we also have put additional
effort in developing and fast tracking our high
potential employees. The results were evident in our
ability to feed many new senior roles in 2010, locally
as well as internationally, mostly from within our
internal talent pool. At the end of 2010, 14 BAT
Bangladesh managers were working outside of
Bangladesh on assignment in senior positions around
the BAT Group of companies.
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To ensure sustainability of the pipeline of our
leadership cadre, we continued recruiting
Management Trainees as well as Mid career recruits in
2010, provided internship opportunities to students
and run our flagship talent event “Battle of Minds® for
the 7% year. Like the past, Battle of Minds continued
to grow in its size and impact in 2010. More than
1000 students participated this year and more than
100 faculty members were involved in various stages.
As an initiative to take this prestigious competition
closer to the students, this year the grand finale was
hosted at the campus of North South University, a
leading private university.

The Company believes that employees, wha work hard
to bring us business success, should not only get their
due acknowledgement but also get the opportunity to
socialise. Thus, the Company organised events such as
Family Day and Annual Picnic.
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The key operating and financial data for the year 2010 along with immediate preceding three years are
mentioned below:

(All amount in Taka '000)
2010 2009 2008 2007
The profit for the year before providing for taxation is 4,093,144 2,793,626 2,248,355 1,256,423
Out af which provision for taxatian has been made of 1,214,555 725,060 579,577 457,452
2,878,589 2,068,566 1,668,778 798,971

The Directors recommend the following appropriations:

Transfer to Revenue Reserves 298,589 268,566 228,778 378,971

Final dividend @ Tk. 43 per share far 2010 2,580,000 1,800,000 1,440,000 420,000
2,878,589 2,068,566 1,668,778 798,971

In view of the performance of the Company and the current cash position, the Board of Directors is
recommending a Dividend of Tk. 43 per share amounting to Tk. 2,580,000,000 for the year 2010.

Mr. Arun Kaul, Mr. Md. Fayekuzzaman, Mr. K. H. Masud Siddiqui and Mr. Shehzad Munim who were appointed
to the Board after the last Annual General Meeting will retire in the meeting. Mr. Mark Drain will also retire from
the Board by rotation at 38th Annual General Meeting. All the retiring Directors, being eligible, will be
proposed for re-election at 38th Annual General Meeting.

M. Golam Mainuddin, having reached an age above 65 years, will retire at 38th Annual General Meeting In
accordance with the Articles of Association of the Company. Mr. Golam Mainuddin being eligible will be
proposed for re-election at 38th Annual General Meeting for one year i.e. until the conclusion of the next
following Annual General Meeting.

The Board aof Directors would like to recognise the excellent contribution towards the continuous improvement
of the Company by Mr. Dewan Zakir Hussain, Mr. Md. Humayun Kabir and Mr. Mirza Rehan Baig during their
tenure and wish them every success in the future.

The Directors also report that:
The Financial Statements of the Company present a true and fair view of Company’s state of affairs,
result of its operation, cash flows and changes in equity.
Proper boaks of accounts as required by law have been maintained.
Appropriate accounting policies have been followed in formulating the Financial Statements and
Accounting estimates are reasonable and prudent.
The Financial Statements were prepared in accordance with Bangladesh Accounting Standards (BAS).
The intemnal control system is sound in design and effectively implemented and monitored.
There was no significant doubt upon the Company’s ability to continue as a going concem.
The deviation from the operating result of last year is reported in details to the accounts.



The Auditor of British American Tobacco Bangladesh Company Limited will retire at the 38th Annual General
Meeting. Rahman Rahman Huq have indicated their willingness to be re-appointed for the year 2011, The Board
recommends Rahman Rahman Huq as the auditor of the Company for the year 2011 to the Annual General Meeting
forits approval.

British American Tobacco has long been committed to maintaining high standards of corporate govemance.
Our corporate governance framework is directed towards achieving our business objectives in a manner which
is responsible and in accordance with its high standards of honesty, transparency and accountability.

These principles are reflected in our Standards of Business Conduct, which have been in place for many years.
The Company and its every employee is expected to live up to them and guidance on them is communicated
regularly throughout the Company through training and awareness programmes. In addition, the principles set
out within our Statement of Business Principles are designed to meet the expectations placed on us by our
various stakeholders.

Further details on the Corporate Govemance Compliance Statement has been enclosed herewith as Annexure Il

It is not the intention to provide an extensive analysis of all risks affecting the Company. Not all of the factors
mentioned are within the control of the Company and other factors besides those addressed may affect the
performance of the businesses. Some risks may be unknown at present and other risks, currently regarded as
immaterial, could turn out to be matenial in the future, The risk factors and processes in place to manage them
should be considered in the context of the Company'’s internal control framework, which is addressed in the
Statement of Internal Control.

Securities and Exchange Commission’s reports related to Board Meeting, Audit Committee Meeting and
Shareholdings are enclosed herewith as Annexure I,

The Board of Directors would like to express their deep appreciation to the management and employees for
their unrelenting commitment throughout 2010. We would like to thank our valued business partners for their
support and loyalty. The above listed achievements are the result of the commitment and diligence of all our
employees and business partners.

In addition, the Board of Directors alsa expresses their gratitude to the shareholders of the Company for their
continuing support, as we continue to take British American Tobacco Bangladesh forward as a leading player
within the Bangladesh Business community.

On behalf of the Board of Directors,

(budtond D

Arun Kaul Mark Draln
Managing Director Director
6 March 2011
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Board meetings and Shareholdings of the Company for the year 2010 are mentioned below in compliance
of Securities and Exchange Commission‘s Notification no SEC/CMRRCD/2006-158/admin/02-08 dated 20
February 2006.

The Board met seven times during the year 2010. The Company Secretary and Chief Financial Officer
(Finance Director) were present in the Board meetings. The attendance by each Director is mentioned
below:

Present Directors' Name No of Attendance

Mr. Golam Mainuddin

Mr. Arun Kaul

Mr. Kamrul Hasan

Mr. Dewan Zakir Hussain
Mr. Md. Fayekuzzaman
Mr. Mark Drain

Mr. Md. Mahbubur Rahman
Mr. K. H. Masud Siddiqui
Mr. Shehzad Munim

(Appointed on 1)uly 2010)

(Appeinted on 15 July 2010)

(Appointed on 14 Oclober 2010)
(Appointed on 14 October 2010)

= NN NSNNRe N

The Audit Committee is a Sub-Committee of Board. All members of the Audit Committee are appointed
by the Board of Directors among their members. They met three times during the year 2010.

Mr. Md. Fayekuzzaman was appointed in place of Mr. Md. Humayun Kabir on 15 July 2010. All the members
were present in all meetings of the Committee during their tenure. The Company Secretary or his
representative functioned as the Secretary of the Committee.

The Audit Committee comprises of:

Mr. Kamrul Hasan - Chairman
Mr. Md. Fayekuzzaman - Member
Mr, Golam Mainuddin - Member

A N r x|



Names of the shareholders along with their position of the shares are listed below:
NAME OF SHAREHOLDER SHARES HELD % OFHOLDING

i) Parent/subsidlary/assoclate/related partles:

Raleigh Investment Co. Ltd. 319,545,358 65.91%
ii) Directors/CEO/CS/CFO/Audit Head and their

spouses and minor children nil nil
iii) Executives (HOD) nil nil
iv) Shareholders, who hold 10% or more:

« Investment Corporation of Bangladesh 10,444,810 17.41%
v) Other Shareholders, who hold less than 10%

¢ Sadharan Bima Corporation 1,693,047 2.82%

« Bangladesh Development Bank Limited 591,479 0.99%

» President People's Republic of Bangladesh 386,824 0.64%

¢ Sena Kallyan Sangstha 157,258 0.26%

+ Others 7,181,224 11.97%
Total 60,000,000 100.00%

;—://j
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Directors' Report

No. SEC/CMRRCD/2( 16-158/Admin/02-06, date 20 February 2006 (Report under condition No.5.00)

Condition
No.

11

1.2(i)

1.2 (ii)
13

14

14 ()
1.4 (b)
1.4 (c)
1.4 (d)
14 (e)
14(f)
14(g)
14 (h)
14 (i)

14()

14(k)
21

22

3.0
3.13)
3.1(ii)

3.1(jii)

3.2()
3.2 (ii)

Title

Board's Size: Board Members should not be less than 5 (five) and
more than 20 (twenty)

Independent Directors: At least 1/10%"

Appointment of Independent Directors

Individual Chairman of the Board and Chief Executive and clearly
defined roles and responsibilities

The Directors' Report to Shareholders on:

Fairness of financial statements

Maintenance of proper books of accounts

Adoption of appropriate Accounting policies and estimates
Compliance with Bangladesh Accounting Standards
Soundness of internal control system

Ability to continue as Going Concern

Significant deviations from last year

Presentation of last three years’ data

Declaration of dividend

Details of Board Meeting attendance

Shareholding pattern

Appointment of CFO, Head of Internal Audit & Company Secretary
and defining of their respective roles, responsibilities and duties

Attendance of CFO and Company Secretary at Board Meeting
Audit Committee

Constitution of Audit Committee

Constitution of Audit Committee with Board member including
one independent Director

Filling of casual vacancy in Audit Committee

Chairman of Audit Committee

Professional qualification and experience of the Chairman of
Audit Committee

Compliance Status

Complied
Complied

Complied

Complied

Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Complied
Not applicable

Complied

Complied



Condition Title Compliance Status
No.

3.3.1() Reporting to Board of Directors Complied
3.3.1(ii) (@) Reporting of conflict of interest to the Board of Directors Complied
3.3.1(ii) (b) Reporting of any fraud or irregularity to the Board of Directors Not applicable
3.3.1(ii) (c) Reporting of Violation of laws to the Board of Directors Not applicable
3.3.1(ii) (d) Reporting any other matter to the Board of Directors Complied
33.2 Reporting of qualified point of Commission Not applicable
34 Reporting of activities to the shareholders and General Investors Not applicable
4.00 External/Statutory Auditors

4.00 (i) Non-engagement in Appraisal or Valuation Services Complied
4.00 (ii) Non-engagement in designing of Financial Information System Complied
4.00 (iii)  Non-engagement in Book-keeping Complied
4.00(iv) Non-engagement in Broker-Dealer Services Complied
4.00(v)  Non-engagement in Actuarial Services Complied
4.00 (vi) Non-engagement in Internal Audit Services Complied
4.00 (vii) Non-engagement in any other services Complied

——
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Rahman Rahman Huq Telephone +880 (2) 988 6450-2

Chartered Accountants Fax +880 (2) 988 6449

9 Mohakhali C/A (11th & 12th Floors) E-mail kpmg-rrh@citech-bd.com
Dhaka 1212 Internet www.rahman-rahman-hug.com
Bangladesh

Auditors' Report to the Shareholders
of

Introduction

We have audited the accompanying financial statements of British American Tobacco Bangladesh Company Limited,
which comprise the statement of financial position as at 31December 2010 and the statement of comprehensive
Income, statement of changes in equity and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management's responsibliiity for the financlal statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Bangladesh Financial Reporting Standards (BFRS), the Companies Act 1994, the Securities and Exchange Rules 1987 and
other applicable laws and regulations. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of flnanclal statements that are free from material misstate-
ments, whether due to fraud or error; selecting and applying appropriate accounting policies and making accounting
estimates that are reasonable in the circumstances,

Auditors' responsiblitty

Our responslbllity Is to express an opinlon on these financial statements based on eur audlt. We conducted our audit in
accordance with Bangladesh Standards on Auditing (BSA). Those standards require that we comply with relevant
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements
are free from material misstatement.

An audlt involves performing procedures to obtain audlt evidence about the amounts and disclosures In the financial
statements. The procedures selected depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we
consider intermnal control relevant to the entity's fair preparation and presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the flnancial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements, prepared in accordance with Bangladesh Financial Reporting Standards (BFRS),
give a true and fair view of the state of the company's affairs as at 31 December 2010 and of the results of its
operations and cash flows for the year then ended and comply with the Companies Act 1994, the Securities and
Exchange Rules 1987 and other applicable laws and regulations.

We also report that:

a) we have obtained all the information and explanations which to the best of our knowledge and belief were
necessary for the purposes of our audit and made due verification thereof;

b) in our opinion, proper books of account as required by law have been kept by the company so far as it
appeared from cur examination of these books;

©) the statement of financial position and statement of comprehensive income dealt with by the report are in
agreement with the books of account and returns; and

d) the expenditure incurred was for the purposes of the company's business.

TN NN

Auditors
Dhaka, 6 March 2011
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Financlal Statements

ASSETS

Non-current assets:
Property, plant and equipment

Current assets:

Inventories

Trade and other receivables
Advance, deposit and prepayments
Cash and cash equivalents

Total assets

EQUITY AND LIABILITIES

Sharecholder's equity:
Share capital

Capital reserve
Revenue reserve

Non-current llabllities:
Deferred liability (gratuity)
Deferred tax liability
Obligation under finance lease

Current llabllitles

Provision for expenses and taxes
Trade and other payables
Provision for corporate tax

Total equity and liablliities

The annexed notes 1to 32 form an integral part of these financial statements.

(uultond

Arun Kaul
Managing Director

Dhaka, 6 March 2011

D

Mark Drain
Director

As per our report of same date

2010 2009

Notes Taka ‘000 Taka ‘000
4 5,315,562 3,809,051
5 4,366,664 3,577,588
6 488,053 514,498
7 1,855,301 2,118,263
8 1,343,853 2,000,165
8,053,871 8,210,514

13,369,433 12,019,565

9 600,000 600,000
10 64,896 64,896
n 5,575,813 4,497,224
6,240,709 5,162,120

12 252,430 221,672
13 517,989 361,347
14 34,901 25,175
805,320 608,194

15 1,596,984 1,409,733
16 2,643,529 2,501,383
2,082,891 2,338,135

6,323,404 6,249,251

13,369,433 12,019,565

Md. Mahbubur Rahman
Company Secretary

N | N

Auditors




Gross turnover
Duties and VAT

Cost of sales

Operating expenses

Net finance (expenses)/income

Workers' profit participation fund

Current tax
Deferred tax

Other comprehensive income

The annexed notes 1to 32 form an integral part of these financial statements.

(uultond

Arun Kaul
Managing Director

Dhaka, 6 March 2011

D

Mark Drain
Director

As per our report of same date

2010 2009
Notes Taka '000 Taka '000
65,986,503 55,074,651

45,040,463 37,498,161

17 20,946,040 17,576,490
18 13,475,693 11,463,840
7,470,347 6,112,650

19 3,145,629 3,204,204
4,324,718 2,908,446

(16,145) 32,213

4,308,573 2,940,659

215,429 147,033

4,093,144 2,793,626

1,057,913 790,588

156,642 (65,528)

1,214,555 725,060

2,878,589 2,068,566

2,878,589 2,068,566

Taka Taka

20 47.98 3448

Md. Mahbubur Rahman
Company Secretary

Auditors
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Statement of Changes In Equity
for the year ended 31 December 2010

Balance as at 1 January 2009
Dividend paid

Profit for the year 2009

Balance as at 31 December 2009
Dividend paid

Profit for the year 2010

Balance as at 31 December 2010

Share Capital  Revenue
capital reserve reserve Total
Taka'000 Taka'000 Taka'000 Taka'000
600,000 64,896 3,868,658 4,533,554
- - (1,440,000) (1,440,000)
- - 2,068,566 2,068,566
600,000 64,896 4,497,224 5,162,120
- - {1,800,000) (1,800,000)
- - 2,878,589 2,878,589
600,000 64,896 5,575,813 6,240,709

Security & Brand Enforcement Team




Statement of Cash Flows

for the year ended 31 December 2010

Collection from distributors, leaf export and others
Payment for costs and expenses

Supplementary duty and VAT paid

Cash generated from operation

Income tax paid
Interest (expense)/income
Net cashflow from operating activities

Acquisition of property, plant and equipment
Proceeds from sale of property, plant and equipment

Net cash used in investing activities

Finance lease obligation
Dividend paid
Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents for the year

Cash and cash equivalents at the beginning of the year

2010 2009
Taka '000 Taka '000
66,002,772 55,088,259
(17,419,639) (15,102,417)
(44,344,481)  (36,832,044)
4,238,652 3,153,798
(1,010,156) (623,061)
(16,145) 32,213
3,212,351 2,562,950
(2,109,202) (836,202)
24,561 20,876
(2,084,641) (815,326)
12,231 10,015
(1,796,253) (1,435,940)
(1,784,022) (1,425,925)
(656,312) 321,699
2,000,165 1,678,466
1,343,853 2,000,165

Annual Report 2010
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Notes to the Financlal Statements as at and for the year ended
31 December 2010

British American Tobacco Bangladesh Company Limited ("the Company") is a public limited company
incorporated in Bangladesh and its shares are quoted in the Dhaka and Chittagong Stock Exchanges. The
address of the Company's registered office is New DOHS Road, Mohakhali, Dhaka-1206, Bangladesh.

The Company manufactures and markets major international cigarette brands like Benson & Hedges, John
Player's Gold Leaf, Pall Mall which are complemented by local brands such as Capstan, Star, Scissors, Bristol
and Pilot.

The Company has its Head Office and the cigarette factory in Dhaka, a green leaf threshing plant in Kushtia,
agreen leaf redrying plant in Manikganj and a number of Leaf and Sales offices throughout the country.

The financial statements have been prepared in accordance with the Bangladesh Financial Reporting
Standards (BFRS), the Companies Act 1994, the Securities and Exchange Rules 1987 and other applicable
laws in Bangladesh. Cash flows from operating activities are computed under direct method as prescribed
by the Securities and Exchange Rules 1987.

The financial statements were approved by the Board of Directors on 6 March 2011,

The financial statements have been prepared on the historical cost basis.

These financial statements are prepared in Bangladesh Taka (Taka/Tk.) which is the Company's functional
currency. All financial information presented in Taka has been rounded to the nearest thousand.

The preparation of financial statements in conformity with BFRS requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates
are recognised in the period in which the estimates are revised and in any future periods affected.

Comparative information has been disclosed in respect of the year 2009 for all numerical information in
the financial statements and also the narrative and descriptive information where it is relevant for
understanding of the current year's financial statements.

Figures for the year 2009 have been rearranged, wherever considered necessary, to ensure better
comparability with the current year.

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

Amnual Report 2010
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3.1

3.3

Transactions in foreign currencies are translated to the functional currencies at exchange rate at the
date of transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting
date are retranslated to the functional currency at the exchange rate prevailing at that date. Foreign
exchange differences arising on translation are recognised in the statement of comprehensive income.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate at the date of transactions.

The financial statements are expressed in Taka currency unless otherwise indicated.

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumu-
lated impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of the property, plant and
equipment. Property, plant and equipment under construction are stated at cost. Fully depreciated assets
except plant and machinery are carried in the books at one percent of their original cost. Fully depreciated
plant and machinery are carried in the books at one taka.

Gains and losses on disposal of items of property, plant and equipment are determined by comparing the
proceeds from disposal with the carrying amount of property, plant and equipment are recognised as gain
or loss.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount
of theitem if it is probable that the future economic benefits embodied within the part will flow to the
Company and its cost can be measured reliably. The costs of the day-to-day servicing of property, plant and
equipment are recognised in statement of comprehensive income as incurred.

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount
substituted for cost less its residual value.

Depreciation is recognised in statement of comprehensive income on the straight-line method with a
pro-rata charge based on the month of acquisition. Land is not depreciated. The depreciation rates per
annum applicable to different categories of property, plant and equipment are as follows:

Percentage

Freehold building 25
Leasehold building 45

Plant and machinery 7.0
Laboratory equipment 7.0

Office equipment 10.0/20.0/25.0/33.33
Fumniture and fixtures 10.0

Air conditioners 25.0
Vehicles 250

Leases in terms of which the Company assumes substantially all the risks and rewards of ownership are
classified as finance leases. Uponinitial recognition the leased asset is measured at an amount equal to the



lower of its fair value and the present value of the minimum lease payments. Subsequent to initial recogni-
tion, the asset is accounted for in accordance with the accounting policy applicable to that asset.

Inventories are measured at the lower of cost and net realisable value. The cost of inventories includes
expenditure incurred in acquiring the inventories, production or conversion costs and other costs incurred
in bringing them to their existing location and condition.

Anrual Report 2010

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs
of completion and selling expenses.

The carrying amount of non-financial assets, other than inventories are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists, the asset's recover-
able amount is estimated and impairment loss is recognised in the statement of comprehensive income.

Trade and other receivables are initially recognised at cost which is the fair value of the consideration given
in return. After initial recognition these are carried at cost less impairment losses due to uncollectibility of
any amount so recognised.

Cash and cash equivalents comprise cash in hand, cash with bank including fixed deposits having maturity of
three months or less and short term credit arrangements which are held and available for use by the Com-
pany without any restriction.

The Company operates one funded and one unfunded gratuity schemes. Provisions in respect of which are
made annually covering all its eligible employees other than the expatriates. There are also recognised
Provident Funds for all employees and a Pension Fund for the management staffs. Actuarial valuation of the
gratuity and pension schemes are also made to assess the adequacy of the liabilities provided for the
schemes as per "BAS 19: Employee Benefits".

A provision is recognised if, as a result of past event, the Company has a present legal or constructive
obligation that can reliably be estimated, and it is probable that an outflow of economic benefits will be
required to settle the obligation.

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the statement
of comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
The Company qualifies as a "Publicly Traded Company"; hence the applicable tax rate is 27.509%. It enjoys
109 rebate on income tax payable so calculated for declaring dividend more than 20% of paid up capital.
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Financial

3.1

3.1

Statements

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at
the tax rates that are expected to be applied to the temporary differences when they are reversed, based
on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax assets and
liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they
relate to income taxes levied by the same tax authority on the same taxable entity.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which temporary differences can be utilised. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will
be realised.

Revenue from sale of goods is recognised when the significant risk and rewards of ownership have been
transferred to the buyer, recovery of the consideration is probable, the associated costs and possible return
of goods can be estimated reliably, there is no continuing management involvement with the goods, and
amount of revenue can be measured reliably.

Gross turnover comprises domestic sales of cigarettes, export of leaf and includes supplementary duty and
value added tax paid to the Government of Bangladesh.

The Company provides 5% of its profit before charging such expense as WPPF in accordance with the
Bangladesh Labour Act 2006.

The Company presents basic earnings per share (EPS) data for its ordinary shares.

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by
the weighted average number of ordinary shares outstanding during the period.

Events after the reporting period that provide additional information about the Company's position at the
date of statement of financial position are reflected in the financial statements. Events after the reporting
period that are not adjusting events are disclosed in the notes when material.

-
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2010 2009

Taka '000 Taka '000

Leaf 3,080,560 2,650,283
Wrapping materials 256,142 355,327
Work in process 12,434 25,825
Finished goods 853,528 377,832
Consumable stores 164,000 168,321
4,366,664 3,577,588

Letter of credit 66,230 59,401
Trade debtors 52,105 68,375
Sundry debtors 13,102 8,584
Agricultural inputs 356,616 378,138
488,053 514,498

These are unsecured but considered good and as such no provision was considered against these
debtors.

Prepaid expenses 419,348 379,310
Advance income tax 1,435,953 1,738,953
1,855,301 2,118,263
Cash in hand 3,428 3,556
Cash at banks:
Dividend accounts 18,028 14,281
Foreign currency accounts 62,382 550,984
Current accounts 610,015 1,431,344
Fixed deposits 650,000 -
1,343,853 2,000,165

Foreign currency account balances have been converted to Taka at the rate ruling at the date of statement
of financial position.



Authorised:
60,000,000 ordinary shares of Tk. 10 each
Issued, subscribed and paid up:

Issued for cash -

3 ordinary shares of Tk. 10 each

Issued for consideration other than cash -
59,999,997 ordinary shares of Tk. 10 each

The composition of shareholders as at 31 December was:

Raleigh Investment Co. Ltd., UK
Investment Corporation of Bangladesh
Sadharan Bima Corporation
Bangladesh Development Bank Limited
Government of Bangladesh

Sena Kallyan Sangstha

Others

2010
Taka

600,000,000

30

599,999,970
600,000,000

2010
65.91%
17.41%
2.82%
0.99%
0.64%
0.26%
11.97%
100.00%

Taka

600,000,000

30

599,999,970

600,000,000

65.91%

17.43%
2.83%
1.01%
0.64%
0.26%
11.92%

100.00%

A distribution schedule of the shares as at 31 December 2010 is given below as required by listing regulations:

Holdings No. of Total no. of
- holders shares
Less than 500 shares 5,595 575,269
500 to 5,000 shares 1,004 1,319,200
5,001 to 10,000 shares 69 524,280
10,001 to 20,000 shares 45 632,993
20,001 to 30,000 shares 15 380,400
30,001 to 40,000 shares 9 302,539
40,001 to 50,000 shares 4 180,979
50,001 to 100,000 shares 16 1,004,247
100,001 to 1,000,000 shares 13 3,840,542
Over 1,000,000 shares 6 51,239,551

Total 6,776 60,000,000

Total

holding

0.9599%
2.199%
0.874%
1.055%
0.6349%
0.504%
0.302%
1.6749%
6.4019%
85.399%

100.000%
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Financial Statements

Capital reserve represents non-remittable reserve of Tk 64,896 thousand which is 90% of the
cumulative post tax profit on disposal of property, plant and equipment as defined and directed by
Bangladesh Bank. The requirement to create such special reserve on profit from sale of property,

plant and equipment has been withdrawn since 1993,

2010 2009
Taka '000 Taka'000
Opening balance 4,497,224 3,868,658
Less: Dividend paid 1,800,000 1,440,000
2,697,224 2,428,658
Add: Net profit transferred from statement of comprehensive income 2,878,589 2,068,566
Closing balance 5,575,813 4,497,224
This represents total liability of the Company on account of gratuity that would be payable if all
eligible employees retire at the end of the year.
Opening balance 361,347 426,875
Addition/(deduction) during the year 156,642 (65,528)
Closing balance 517,989 361,347
Repayment of finance lease obligation is classified as under:
2010 2009
Principal Interest Total Principal
Taka '000 Taka '000 Taka '000 Taka '000
Due within one year 17,085 5,818 22,903 14,581
Due after one year but within five years 34,901 5,427 40,328 25,175
Due after five years - - - -
Total obligation under finance lease 51,986 11,245 63,231 39,756




2010 2009

Taka '000 Taka '000

Departmental provisions 596,289 394,414

VAT & duty related provisions 936,470 773,293

Other provisions 64,225 242,026

Supplementary duty and VAT 477,283 706,945

Trade creditors 695,809 471,379
Provident/Pension funds 819 -

Workers' profit participation Fund 215,429 28,033

Wages and other benefits 283,689 187,795

Unclaimed dividend 18,028 14,281

Intercompany payable 798,716 938,895

Sundry creditors 153,756 154,055

2,643,529 12,501,383

2010 2009

Unit Qty Taka '000 Taka '000

Turnover from cigarette sales Million sticks 26,064 63,279,391 53,188,036

Supplementary duty & VAT (44,836,501) (37,498,161)

18,442,890 15,689,875

Turnover from leaf tobacco export Kg 13,145,700 2,707,112 1,886,615

Export duty (203,962) -

2,503,150 1,886,615

120,946,040 17,576,490

2010 2009

Taka '000 Taka '000

Raw materials consumed 1,297,807 9,631,678

Production overhead (Note 19) 2,177,886 1,832,162
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Financial Statements

2010 2009
Taka '000 Taka '000
Salaries and wages 1,068,836 1,024,776
Contribution to retirement benefit scheme 108,961 78,782
Staff welfare 10,714 76,177
Brand marketing expenditure 446,526 420,698
Trade marketing expenditure 691,390 490,306
Utilities 204,015 194,832
Rent, rates, services and taxes 136,315 80,794
Repairs and maintenance 459,555 393,388
Travelling and training 164,534 78,270
Vehicle running expenses 47,177 43,910
Legal and Secretarial 7,844 6,638
Information Technology 85,154 94,524
Office and administrative expenses 109,721 20,410
Social responsibility m, 12 64,612
Security and safety 24,736 23,130
Market information 163,772 126,312
Distribution expenses 58,723 59,462
Freight and handling 112,874 146,592
Insurance 41,046 27,135
Depreciation 510,667 388,781
Technical assistance fees 504,706 553,895
Auditors' remuneration:
Audit fees 800 650
Other fees (IRM, WPPF and PF Audits) 554 442
Financial charges 24,914 35,907
(Gain)/ loss on disposal of property, plant and equipment (15,219) 7,51
Other income (48,995) (68,542)
Other expenses 193,083 666,974
5,323,515 5,036,366
Less: Charged to production overhead 2,177,886 1,832,162
3,145,629 3,204,204

Basic earnings per share has been calculated taking a capital base of 60,000,000 ordinary shares of Tk. 10
each as issued up to 31December 2010.



No diluted earnings per share is required to be calculated for the year as there was no scope for
dilution during the year.

The Company had 1,186 permanent employees as at 31 December 2010 (2009: 1,131) and a varying
number of seasonal and temporary workers as required. All permanent employees receive total
remuneration in excess of Tk 36,000 per annum per employee.

2010 2009
Taka '000 Taka '000
Fees 468 485
Remuneration 24,912 55,004
Retirement benefit scheme 1,646 1,212
Medical and welfare 376 1,253
Housing 6,126 4,894
33,528 62,848

2010 2009
UsD '000 UsSD ‘000
Royalty 2,760 2,109
Technical assistance fees 6,671 5,257
Dividend 15,416 12,362

Above remittances were made after deduction of applicable tax.

The Company works on continuous operation basis and given the current installed machine
configuration, there is sufficient capacity to meet forecast future demand in a variety of specification
(e.g. Filter) and packaging (e.g. Hinge Lid, Soft Cup, Shell and Slide) configuration. The Directors
regularly review the production capability of the company and are satisfied that the current capacity
is adequate.

Actual production 2010 2009

Cigarettes (in million sticks) 26,568 24,701

Annual Report 2010
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Financial Statements

2010 2009
USD '000 USD '000
38,791 27,367

There are contingent liabilities in respect of certain legal and tax claims made against the company.
However, these are being vigorously defended by the Company and the Directors do not consider it is
appropriate to make provision in respect of any of these claims,

The Company's activities expose it to a variety of financial risks: market risk (including currency risk,
fair value interest rate risk and cash flow interest rate risk), credit risk and liquidity risk. The Company's
overall risk management programme focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the Company's financial performance.

Risk management is carried out by a risk management committee under policies and procedure
approved by the audit committee. The committee identifies and evaluates financial risks in close
co-operation with the Company's treasury function. Treasury function is governed by the treasury
committee, headed by the Finance Director and operates within the requirements of an approved

treasury policy.

(I) Foreign Exchange Risk

The Company is exposed to foreign exchange risk arising from various currency exposures, primarily
with respect to the US dollar, Euro and the British Pound. Foreign exchange risk arises from future
commercial transactions, recognised assets and liabilities. Management complies with the treasury
policy to manage foreign exchange risk against their functional currency.

At 31December 2010, if the functional currency had weakened/strengthened by 10 basis points
against applicable foreign currencies, with all other variables held constant, the profit after taxation
for the year would have been lower or higher by Tk 0.4 million (2009: Tk 0.5 million).

(i) Price risk

Priceriskrepresents the risk that the fair value of future cash flows of a financial statement will fluctuate
because of a change in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer,
or factors affecting all similar financial instruments traded in the market.

The Company is not exposed to equity price risk since there are no investments in equity securities.
The Company is also not directly exposed to commodity price risk.

(lify Cash flow and falr value Interest rate risk

As the Company has no long term interest bearing assets or liabilities, the Company's income and
operating cash flows are substantially independent of changes in market interest rate.

Credit risk represents the risk that one party to a financial instrument will cause a financial loss to the
other party by failing to discharge a contractual obligation. Credit risk mainly arises from trade
debtors, advances and prepayments and cash at bank. Treasury guidelines are followed for managing
cash and cash equivalents while short term investment decisions are taken after proper review by
treasury committee ensuring compliance with treasury guidelines. The Company operates almost on a



100% cash sales modality while credits for maximum 3 days are given to selected distributors during
extended bank holidays after taking proper approval from Finance and Marketing functions. As a security
for the credit given, cheques for equivalent amount of credit are collected from the customers and

kept under the custody of the Company. The maximum exposure to credit risk at the reporting date in
terms of carrying value of assets are as follows:

2010 2009
Taka'000 Taka '000
Receivables from trade debtor (note 6) 52,105 68,375
Receivables from sundry debtor (note 6) 13,102 8,584
Agricultural input adjustment (note 6) 356,616 378,138
421,823 455,097

The aging of receivables as at 31 December was:
0-30 days 393,173 448,651
31-60 days 22,572 2,002
61-90 days 2,335 786
91-180 days 1,822 1,031
181-365 days 250 1,364
Over 365 days 1,671 1,263
421,823 455,097

Liquidity risk is the risk that an entity will not be able to honour its financial obligations as they fall
due.

The Company's management monitors rolling forecasts of the liquidity position, expressed in cash
and cash equivalents on the basis of expected cash flow and ensures access to short term credit as
per credit limit approved by the board whenever needed in order to meet the high working capital
funding requirements and implements investment decisions. As at 31 December 2010, the Company's
entire borrowing facility remained unutilised and also the Company had Tk 1.34 billion cash and bank
balances. Considering the foregoing and also the fact that the Company was in a positive working
capital position as at the year end, management considers the liquidity risk to be low.

The carrying values of applicable financial instruments represent their fair values.

Arnual Report 2010

57



58

Financial Statements

During the year, the Company carried out a number of transactions with related parties in the normal
course of business and on an arm's length basis. Names of related parties, nature of transactions and
their total value and year end balance have been set out below:

Balance as at

31December
Amount of 2010
Related parties Nature of relationship Nature of transaction transaction Receivable/
(Payable)
Taka '000 Taka '000
British American Tobacco, UK Holding Company T&A fee & others 1,568,500 (801,808)
BASS GSD UK BAT Group Company Regional initiatives & shared service 84,865 17,517
BAT Malaysia BAT Group Company Import of raw materials & others 623,387 -
Pakistan Tobacco Company ~ BAT Group Company Export of leaf & others 239,532 41,737
BAT Singapore BAT Group Company Import of raw materials & others 59,585 -
BAT ASPAC Service Malaysia  BAT Group Company Regional initiatives & shared service 75377 1,782
BAT ASPAC Service Hongkong  BAT Group Company Regional initiatives & shared service 61,479 (18,781
BAT (GLP) Limited BAT Group Company Export of leaf & others 4,374,790 47,653
Other BAT Group Companies  BAT Group Company Import of raw materials & others 3,710 (672)
2010 2009
Taka '000 Taka '000
Contracted but not provided for in these financial statements 152,551 753,405
2010 2009
Wrapping Wrapping
materials Leaf materials Leaf
Taka '000 Taka '000 Taka '000 Taka '000
Imported:
Opening stock 309,778 400,162 190,289 538,319
Purchases 1,379,979 1,380,100 1,512,652 1,201,294
Consumption (1,457,560) (1,438,320) (1,393,163) (1,339,451)
Closing stock (a) 232,197 341,942 309,778 400,162
Domestic:
Opening stock 45,550 2,250,121 41,441 1,400,487
Purchases 2,703,163 6,157,806 2,493,696 5,041,300
Consumption (2,724,768) (3,552,757) (2,489,587) (2,707,180)
Export - (2,116,551) = (1,484,486)
Closing stock (b) 23,945 2,738,619 45,550 2,250,121
Closing stock (a+b) 256,142 3,080,561 355,328 2,650,283

As the Company deals in large number of items which vary in units, item-wise quantity statement of raw

materials could not be given.



Freehold building

Plant and machinery

Laboratory equipment

Office equipment

Furniture and fixtures

Air conditioners

Vehicles

2010
2009

For the year 2010, the Board of Directors recommended a dividend of Tk. 43 per share amounting to

Original  Accumulated
cost depreciation Book value  Sale value Mode of
Taka'000 Taka'000 Taka'000 Taka'000 disposal/adjustment Purchaser
143 92 51 - As per company
policy
33,760 29,505 4,255 386 do Third party
3,050 2,886 164 25 do Third party
47,571 45321 2,250 769 do Third party
3,219 1,421 1,798 359 do Employees of
the Company
1923 1,904 19 9 do Third party
53,949 53,144 805 23,013 do Employees of
the Company
143,615 134,273 9,342 24,561
197,789 169,402 28,387 20,876

Tk. 2,580,000,000 at the board meeting held on 6 March 2011

(suultond

Arun Kaul
Managing Director

oD

Mark Drain

Director

Md. Mahbubur Rahman
Company Secretary
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BAT Bangladesh’s new CSR initiative ‘Prabaho’ is
providing rural people with safe drinking water in arsenic
prone areas. This initiative is aimed at complementing
Govemnment’s efforts to achieve one of the Millennium
Development Goals. 18 plants provide approximately
95,000 litres of safe drinking water free from arsenic and
other impuritles for 47,000 people in different parts of
the country every day.



The internal control system of British American Tobacco Bangladesh is designed to manage risks that may
impede the achievement of the Company's business objectives rather than eliminate these risks. The
ultimate owner of the internal control system is the Board of Directors as it ensures that the importance
of internal controls is understood across the Company and that adequate resource allocations are
available.

Internal Control is the process by which the Company's directors, management and staff obtain
reasonable assurance as to the achievement of specified objectives including:

efficiency and effectiveness of operations,

safeguarding of assets,

reliability of financial and other management information,

the prevention of fraud,

compliance with relevant national laws and company regulations.

British American Tobacco Bangladesh continues to ensure the presence of the following components that
would create an effective internal control system:

The Board of Directors sets the tone for an effective control environment through regular reviews of the
processes for identifying, evaluating and managing the significant risks. The Standards of Business
Conduct (SoBC) are signed off by each individual each year to provide assurance that these standards are
communicated, understood and complied with. As part of the SoBC, a whistle blowing process is in place
that facilitates confidential reporting of any concerns. An effective control environment is set by top
management that cascades across all business functions. Every year the top team conducts a self
assessment of key controls that affects the business and draws up action plans to make the internal
control environment more robust.

The Company has an ongoing risk management process to identify key business risks and ensures that
mitigation plans are in place. Process risks are also assessed at the planning stages whereby objectives are
reviewed along with the associated risks that may potentially affect the achievement of these objectives.
# pro ‘iaterisk responses are articulated to enable the Company to achieve its objectives effectivel
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Control activities are the policies and procedures
that help to ensure that management directives
are carried out and that the necessary actions are
taken to minimise the risks of failing to meet
objectives. Policies and procedures are effectively
established within the Company and continuously
reviewed for compliance, adequacy and
improvement.

The Company ensures the effective flow of
information on internal activities and external
factors across the management levels. All
individuals receive a clear message from senior
management that control responsibilities must be
taken seriously.

The system of internal control is monitored
regularly through both ongoing activities and
separate evaluations. Ongoing monitoring
activities are conducted through regular
management activities. The Internal Audit function
is responsible for providing an objective and
independent view of the effectiveness of
operational and financial controls and procedures,
as well as management action in dealing with
issues of control. The Internal Audit function
monitors the presence of the components of
internal control system and reports to the Audit
Committee.

The Board, through the Audit Committee, ensures
that an awareness of internal control is enhanced
throughout the Company. This occurs through
management self assessment of controls,
discussion of internal control issues at
management's meetings, off the job education on
internal control and through creating an
environment and control attitude within the
Company that is challenging, proactive and
considers the worst case scenarios to gauge the
appropriateness of controls.

The Board has delegated the process of reviewing
the effectiveness of internal controls to the Audit
Committee. The Audit Committee, whose
functions are described in the Audit Committee
Report, met three times during 2010. The
Committee monitored the presence of the control
environment and reviewed independent
assessments of business processes within the
Company.



The Audit Committee of BAT Bangladesh is a
sub-committee of the Board of Directors and is
appointed and authorised by the Board to review
the activities of the business. The role of the Audit
Committee is to monitor the integrity of the
financial statements of the Company and review
and, when appropriate, make recommendations to
the Main Board on business risks, internal controls,
govemance issues and compliance. The committee
satisfies itself by means of suitable steps and
appropriate information, that proper and satisfac-
tory internal control systems are in place to
identify and contain business risks and that the
Company’s business is conducted in a proper and
prudent manner.

The Audit Committee comprises of three mem-
bers, two of whom are non-executive directors

and one is a non-executive and independent
director. The directors for 2010 were:

Mr. Kamrul Hasan
Chairman, Audit Committee,
Non-executive Independent Director

Mr. Fayekuzzaman

Member, Audit Committee,

Non-executive Director

(Appointed in place of Mr. Md. Humayun Kabir
w.e.f. 4th August 2010)

Mr. Golam Malnuddin
Member, Audit Committee,
Non- Executive Director

The Committee met 3 (three) times during 2010.
Invitees to the meeting are the Managing Director,
Finance Director, Legal Director, Head of Audit and
senior partner of the External Auditors, who have
regularly attended all the meetings of the year. The
Company Secretary or his nominee acts as the
Secretary to the Audit Committee, prepares all
minutes and documents for circulation and is
responsible to provide feedback on effective
implementation of action plans arising from the
meetings.
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Audit Committee Report

The operating procedure of the Audit Committee is governed by the Terms of Reference which are
reviewed by the Committee and ratified by the Board. The major responsibilities of the Audit Committee
are:

1. Monitor the integrity of the financial statements of the Company and any formal announcements
relating to the Company's performance, reviewing significant financial reporting judgements
contained in them before their submission to the Main Board for approval.

2. Review the effectiveness of the accounting, internal control and business risk systems of the
Company.

3. Monitor and review the effectiveness of the Company’s internal audit function.

4, Consider and discuss with the external auditors of the Company the scope of their audit prior to its
commencement and subsegquently, the results, and review the effectiveness of the process, taking
into consideration relevant professional and regulatory requirements.

1. Reviewed the financial statements and related schedules to ensure that these reflect a true and fair
view of the Company’s state of affairs for the year 2010.

2. Approved the Internal Audit Plan and reviewed all independent assessments carried out by the internal
audit function.

3. Reviewed the Risk Management process adopted by the Company and the major risks facing the
business along with related mitigation plans.

4, Reviewed and approved the external auditor's Strategy Memorandum, i.e. the scope of their work,
reporting schedule and the resources for the audit.

5. Reviewed all management findings from the External Audit and the effectiveness evaluation of the
services of the External Audit.

6. Reviewed the Audit Committee Terms of Reference.

7. Reviewed the management’s self-assessment of the key controls of the business and the action plans
put forward to address any issues.

8. Reviewed the Confirmation Statement on the Standard of Internal Control and the Standards of
Business Conduct signed by the Managing Director and Finance Director.

9. Reviewed issues within the following areas. However no such occurrences were reported to the
Board of Directors.

(a) Report on conflicts of interests;
(b) Suspected or presumed fraud or irregularity or material defect in the internal control system;
(c) Suspected infringement of laws, including security related laws, rules and regulations.
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BAT Bangladesh’s new CSR initiative ‘Probaho’ is
providing rural people with safe drinking water in arsenic
prone areas. This initiative is aimed at complementing
Government’s efforts to achieve one of the Millennlum
Development Goals. 18 plants provide approximately
95,000 litres of safe drinking water free from arsenlc and
other Impuritles for 47,000 people In different parts of
the country every day.



Corporate Governance has been defined as the system by which companies are directed, controlled and
the Board is accountable for it to the shareholders. It is imperative for the Company to maximize the
shareholder's value and wealth. Though disclosure of Corporate Governance is not mandatory in
Bangladesh, British American Tobacco Bangladesh practices it so that investors can place their full
confidence in the Company.

Anrual Report 200

Corporate Governance is a blend of law, regulation, enforcement and appropriate voluntary practices by
companies that permit a company to attract capital, perform efficiently and generate long-term
economic value for its shareholders, while respecting the interests of its stakeholders and society as a
whole. The principal characteristics of effective corporate governance are:

protection of the rights of minority shareholders

transparency (including disclosure of relevant reliable financial and operational information,
information on ownership and control and information on the internal processes of management)
responsible directors capable of independently evaluating and approving the joint stock company’s
strategy, business plans and decisions, independently hiring, monitoring and, when necessary,
replacing management and auditors.

The statement outlines main Corporate Governance practices in British American Tobacco Bangladesh
Company Limited under the following headings:

Board of Directors of BAT Bangladesh and their roles
Relationship with Shareholders

Accountability and Audit

Compliance with Legal Requirements

Employees

Standards of Business Conduct

A Code of Corporate Governance has been produced as an outline framework for Directors to the Board
of British American Tobacco Bangladesh. Additionally, it describes their rolesand responsibilities and
suggests a process for their continued development to assist in ensuring that they will make an effective
and ongoing contribution to our business.

The Company fully supports establishment of formal Code and is committed to ensure that structures
and processes are used to direct and manage the business towards enhancing business prosperity and
corporate accountability with the ultimate objective of realising long term shareholder value, whilst
taking into account the interests of other stakeholders.

The Code on Corporate Governance of the Company sets out the principles and best practices to be
applied by the Company in its operations towards achieving the optimal governance framework.

The Board of Directors is responsible for protecting the rights and interests of all shareholders and also
accountable for the overall management of the entity. Besides its usual legal and statutory
responsibilities, the Board is responsible for the following:

@ Reviewing and adopting a strategic plan for the Company;

@ Overseeing the conduct of the Company’s business to evaluate whether the business is being
properly managed;

@ Identifying principal risks and ensuring the implementation of appropriate systems to manage these
risks;

@ Succession planning, including appointing, training, fixing the compensation of and where
appropriate, replacing senior management;

@ Developing and implementing an investor relations programme or shareholder communications
policy for the Company;

@ Reviewing the adequacy and the integrity of the Company’s internal control systems and
management information systems, including systems for compliance with applicable laws,
regulations, rules, directives and guidelines;

@ Approving the financial statements and accounting policies of the Company;

® Declaring dividends;
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Establishing committees including the Audit Committee and the Compensation Committee and
determining the authorities to be delegated to committees of the Board;

Receiving and reviewing reports from committees of the Board;

Establishing and monitoring compliance with the Company’s Standards of Business Conduct and
other policies of the Company;

Establishing appropriate systems of corporate governance in the Company;

Considering and approving other matters specifically reserved for the attention of the Board; and
Constantly guide and assist the Company in external Stakeholder Management.

The Board of British American Tobacco Bangladesh consists of seven Directors, comprising of four
Non-Executive Directors and three Executive Directors which include the Managing Director, the Finance
Director and Legal Director. All the Non-Executive Directors provide a considerable depth of knowledge
and experience collectively gained from a variety of private, public and government organisations.

The Board met 7 (seven) times during the year 2010 and took decisions on key matters. The Board is
responsible for the overall governance of internal controls for the Company and for reviewing the
effectiveness of these controls.

Responsibilities for implementing the Company's strategy and day-to-day operations are delegated to
the Executive Committee, which meets monthly. The Executive Committee is chaired by the Managing
Director. The other members include the functional Heads of Legal & Secretarial, Marketing, Supply
Chain, Finance, Human Resources, and Corporate & Regulatory Affairs.

The Board Committees namely the Audit Committee and Board Compensation Committee, each within
its own terms of reference play an important role in executing the responsibility of the Board.

The role of the Audit Committee is to monitor the integrity and review the financial statements, and
when appropriate, make recommendations to the Board on business risks, internal controls and
compliance. The Committee satisfies itself, by means of suitable steps and appropriate information, that
proper and satisfactory internal control systems are in place to identify and contain business risks and
that the Company’s business is conducted in a proper and economically sound manner.

The Audit Committee comprises of three members which includes three Non-Executive Directors (of
which one is an Independent Director) of the Company. The Audit Committee Chairman is a
Non-Executive Independent Director. The Committee reviews the work done by the internal and external
auditors to assess the effectiveness of intemal controls, management of business risks and other matters
raised in regular reports to the Committee. The Audit Committee met 3 (three) times in 2010.

The Board Compensation Committee makes recommendations to the Board in terms of employment of
the members of the Executive Committee, managers and employees and decides their specific
remuneration, This Committee met 2 (two) times in 2010, and is headed by a Non-Executive Director. The
other members include the Managing Director and the Finance Director. The Head of Human Resources
functions as the Secretary of the committee. The remuneration policy is designed to ensure that reward
and remuneration package is competitive so that high quality human resource with proven business
experience can be recruited, motivated and retained.

Good Corporate Governance encourages dialogue with shareholders and the Annual General Meeting
encourages participation of shareholders. The Company continues to have regular communication with
shareholders through half-yearly updates of performance and at any other time when it believes it to be
in the best interests of shareholders generally.



The Board reviews in detail the contents of the annual consolidated Financial Statements and Directors'
Report in order to satisfy itself that the presentation is balanced and that the Company’s position is
communicated clearly to the shareholders. The Board of Directors considers, in conjunction with the
external Auditor, the accounting policies adopted in the Accounts and examines internal control which
has been put in place in the Company.

Annual Report 2010

The Board through the Legal & Secretarial function makes every endeavour to ensure that the business of
the Company complies with the laws and regulations of Bangladesh. Additionally, necessary controls are
in place to ensure that the policies of the Board are complied with.

The Board of Directors requires that in all possible aspects, the Financial Statements are prepared in
accordance with the Bangladesh Accounting Standards and requirements of the Securities and Exchange
Commission. Maximum possible information is provided to shareholders and full disclosure is made
subject only to any sensitive information which could directly impact the business of the Company.

British American Tobacco Bangladesh actively encourages employee involvement in the Company's
business via publications, team briefings and regular meetings with employee representatives. The
Company's employment policy includes commitments to recruit people on the basis of their ability and
to equal opportunities.

British American Tobacco Bangladesh Company Limited is committed to achieving high standards of
integrity in public life and in all of its business practices. This commitment is set out in the Standards of
Business Conduct adopted by the Company in order to conduct the Company’s business with honesty,
integrity and transparency. It is critical to the continuing development of a business that is responsible,
successful and sustainable in the long term.

Standards of Business Conduct are a fundamental policy of the Company that everyone working for
British American Tobacco Bangladesh must follow, whilst also providing support and guidance to assist
the people to ensure that their conduct meets the high standards expected of them and comply with the
laws and regulations applicable to the Company’s business and that they act with high standards of
business integrity. The Standards are an integral part of the principles of corporate governance in British
American Tobacco Bangladesh and are designed to:

“nsure that decisions and judgments made by the employees are lawful and comply with the ethical
standards expected of a leading public company;
Set a tone and culture for the organisation which will enable it to be regarded as a good corporate
citizen;
lelp employees who are faced with making relevant judgments in the course of doing their work;
\ssist managers in considering disciplinary matters where appropriate, give reassurance to British
American Tobacco Bangladesh’s shareholders, customers and suppliers, to the Government and to other
third parties with whom British American Tobacco Bangladesh comes into business contact; and
Seek to protect British American Tobacco Bangladesh from being subject to loss as a consequence
of extortion, fraud, theft, bribery and corruption, insider dealing and market abuse, competition
and anti trust law and money laundering and anti-terrorism or other dishonesty.

The Standards of Business Conduct are reviewed from time to time and updated to reflect what we see
as developments and issues that affect corporate conduct and values and the expected standards.
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“Time and tide wait for none” - a phrase we so often use as we wonder how time goes by
quickly. As we bade the year 2010 goodbye, we at BAT Bangladesh also celebrated 100 glorious
years of business in Bangladesh.

Down the memory lane, presence of British American Tobacco in this part of the world can be
traced back to 1910. Beginning the journey as Imperial Tobacco 100 years ago, the Company set
up its first sales depot at Armanitola in Dhaka.

With time, the Company went through changes. After the partition of India in 1947, Pakistan
Tobacco Company was established in 1949. Then it became Bangladesh Tobacco Company
Limited in 1972 immediately after Bangladesh’s independence. In 1998, the Company changed its
name and identity to British American Tobacco Bangladesh aligning the corporate identity

with other operating companies in the British American Tobacco Group.

As of 2010, BAT Bangladesh has employed around 1,200 people directly and about
60,000 people indirectly as farmers, distributors and local suppliers. Moreover, around
900,000 retailers in the country sell our brands to earn their living.



"

BAT Bangladesh celebrated its 100 years in style. The Head Office wore a festive look with
colourful lights. A gallery hall was set up inthe Head Office, displaying black and white pictures of
significant events and accolades the Company received.

Another event was organised for our business partners-- distributors and suppliers. Special
accolades were given to those business partners who upheld strong relationship with the
Company for decades.

100 REMARKABLE years have passed byl The calendar has changed in the wall for hundred
times, the identity of this country and the company has changed, technology has advanced
and the lives have improved all throughout, BAT Bangladesh has grown and sustained
through hard work and dedication.

9
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ém SBhagavan Chandra Rl
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I/We

of

a Member of British American Tobacco Bangladesh Company Limited, hereby appoint

a. Mr./Mrs.

of or failing him/her

b. Mr./Mrs.

of

either of them may, in writing, appoint anyone to act as my proxy at the 38th Annual General

Meeting of the Company to be held on Sunday, 10 April 2011 and at any adjournment thereof

As witness by our hand on this

Signature:

Name:

BO/Folio:

Witness

Signature:

Name:

Address:

Name Revenue
Stamp

Name

Note: The proxy form duly completed must be deposited at the Company's registered office, New DOHS Road,
Mohakhali, Dhaka-1206, by 10:30 a.m. of 8 April 2011, otherwise the proxy form will not be accepted.
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