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GaI&AlInes for Luuo : July 1987 

Cenerel 

1. Im~sco’s central objective should be the achievement of returns And 
rurt~fned ~ACCE of grovth la dividends A& l ~ruiagr per shsrc vhich 
compare fAvourAbly vith other tAdfag bu8ineasts in CACuda. 

2. To support this grovth, It Is suggested that, in Addition to Tobscco, 
Ima~co should develop A portfolio of businc~scs In leadershi? 
posltioas in grovth msrkats or market scgmeots CApAblA of providing 
sustsfntd Organic grwttl fa BAhS AQd prOfitS- 5.A.T Iaduotrfer vould 
prefer the main AmphASiS to be on d~velopreotn in Canada rsther than 
the uSA end for these to be Ceutrld on the Group’s main activ$tIe# of 
Tobscco, Retriling, Fiaaacia1 Se&ces snd Pulp/Psper. 

3. In eVahAting Imaeco's StrAtegies end pl~ns, B.A.T Iadustrfes will 
rpply the sams criteria AS are rpplied to the other businesses vItNn 
the Group. Za pArtlculAr, it will be ImportAnt to eusure that each of 
the businesses vithin Im~sco is operating efficiently Ad Is producing 
A cash flov which, After covering central overheAds, dividends sad 
interest paymerits, is sufficient either to fund sales povth At real 
ratea of at leart 6 per cent per annum or to produce en equivalent 
cash surplus for Investment in other Actlvfties. 

FIM~cIA~ Guidelines 

4. Dividends : Based on the current 1.A.T Industries Group SbAreholdIag, 
the minimum dividends expected from Xmasco (gross of Withholding TAX) 
Ate AS fOllOVS:- 

Year! to 31st December 

1987 1988 1989 1990 1991 1992 ------ 

CSm 46 56 63 73 83 9G 

For 1988 om?Ards, th proposed dividends Are based on A payout ratio 
of 00 per cent which is courfdered ~a AppropriAtr long-ten pyouc 
rAti for A COlppAay 8UCh AS IWISCO. 

. . 

5. Rcturao : It Is recommended chat Imasco seek to achieve in hIstorIc . 
cost return on net Assets (on A B.A.T Industries’ basis) of 26 pLr 
cent for Its commercial Activities, tith A priority being to produce a 

sotlsfactory return for People’s Drug. The target for CAnAdA TrurtCo. 
should be to Achieve A sustsined increAse in aftertax profits of 152 
per innurn. 

Specific Priorities 

6. The first priority for Imssco should be to complete the programne co 
re-build the strength of rhe balance sheet and to l nAure that erch of 
the iadividurl businesses pokes AII ApproprlAte contribution to 
Im~sco’s proffts, cash flov aad dividends. 

7. For TobAeco, the priority should bs to re-build oad consolidate 
profftclbflity both through price increasecl and through further 
improveseats la efficiency vhich vi11 ensure that the position of 
lowest-coat producer of quAlity cigsrettes is maintained. 

/ . . . 
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8. 

9. 

10. 

IL. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

IO addition, Imaaco l hould cooeiauc to pursue improveneata lo market 
l hnre, both in exiatiag brands and by devclopiag and onrketiog 
innovative new products, making full use of developmanta available 
from l laevhtrc within the B.A.T Induatriea Croup. 

Imaaco ahould continue to aupport industry repraaentationa to both 
Federal and State Covernmeatr on taxation and smoking issues and to 
play an nctlve role in opposing the anti-amokiog lobby. 

For Pla~acfal Serdcea , the priorltg abould ba to develop plans 
for the expoaioa of Canada TruatCo. XXI perticular, cowideratioo 
abould be given to enauring that the projected abort-term lev,ela of 
performance are met and to identifying how growth in after-t= 
earnings of at teat 15 per cent a year vi11 be achieved over the 
longer term. 

Imasco should alao develop plans for the addition of complementary 
activities to extend the Group’s operations in f1naneia.l services in 
Canada, taking into account the difficulties inherent in the 
regulntion of the market. 

Imaaco ahould continue to play an ective plrt in influencing tha 
regulation83 covering firuncial services' activities in Ceneda 
particularly in respect of the limitatloaa applied to non-fiaaaclal 
parent companies. 

In the meantime, plans should be eatabliahed for the reduction of 
Imasco’s shamholding in Caneda TruatCo. to 65 par cent. 

For the Petailing buaiaeaaes, the first priority must ba to 
improve the performance in People’s Drug, after which it will be 
necessary to revlev all the retail operations to ensure that they aeet 
the Group’s criteria for being self-supportlug in terms of cash at 
appropriate ten1 rates of grouch. 

In addition to resolving the problems in thoee businesses vhfch are 
not performing satisfactorily at present, Imaaco should identify 
opportuoftles for profitable grovth once satisfactory baaea have been 
established. . . 

For Bardee’s, the primary anpbaaia should be on improving profit 
growth sod ensuring that the buafneaa makea a suitable contribution to 
Imasco’a shareholdera before pursuing opportuaitiea to-extend and 
consolidate Bardee’s geographic coverage and product raoge. 

For People’s Drug, the FmrPediate priority should ba to concentrate 
on improving the performance of the core busioess. 

Imaaco should contlnue to seek opportunftlea for the development of 
Shoppers Drq, both through orgaafc growth and, vbere eppropriate, 
acquisition. The business should, however, aim to fucd Fta own 
growth, after nakiag an appropriate contribution to Imaaco for 
overheads, etc. 

It is suggested that Lmasco sbould consider the divestmeoc of the 
DCS Group. 

R!Z/DJA 
29th July 1987 
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