
1. The first priority for BATCo., uhich ehould be rmflmctmd in chm 
perfomncm criteria for the Numhmr Onmm frr omntiq e=parrime, l htuld 
bm co achfmvm progrmeeivm lmprav-ate ln the resulce fror the adetfng 
Tobmcco bueinueme, coacmntrating pmrticulmrly on whimring lmproti 
profit mergine end uset productivity through volumm and mtrkmt l hrrt 
grouth (espmdally in Europe end the International Brand eeguear) and 
through overhead reduction (esptcftlly in Europe and the UK). 

2. Specific coasidttatioa should be given to opportdtlts erieing from the 
ratioaalieetioa of the European ueket end from optioae to txptad iaco 
new merkatr ) ~pecirlly vhrre chest arise through rtltntioas in state 
coatrolr or through opporruairits to acquire aa uistiag market leader. 

r‘ 

3. Opportuaftiee for establishing or expanding other activicite, including 
Agribuefatae, nty also bt contidtrtd, subject to prior agrtammar oa the 
availability of resources and also btariag la aLad the need to give the 
Nghtrt priority CO ~intaiaiag satisfacrory ltvels of ptrforclnce In zhe 
Tobacco businfs 8~s. 

‘! 4. In addition to its Llrtct role in the mtatgemtnc and developmeat of ita 
oua buaiaeeete, BATCo. till also bt reepoaeible, through the Tobacco 
Strategy Ravfeu tram; for formulating and agreeing with eha ocher Tobacco 
Comptafet, 8 Group-wide B&D progr-; for the preptratioa of conptadiums 
oa emoting leeuee; aad for Faitioting end co-ordfneting mttciage aad 
other activitime to promote the Group’e viewe on thtx ieewe. 

5. ‘Zht CIJdtllaet, aad La particular the Financial Cuidtlinee, do aot 
rmflecr tht impta of the tddition of Ville Aueaalit eo BATCo. 
bQQrOpriat8 IIDdffiCatiOQS till k mdm Whhan the fSQliCZitiOM Of thi8 ha- 
bmm ckrifltd. 

. Finaucial GuidtlAnte 

6. 

C. 
J 7. 
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8. 

Baturu : BUCo. should ti= 
lust 35% for tbc Operating 
bueiatee tchievlag a~ laeet 
to c¶.mt tbac a 35% historic 
20%. 

to tchitve aa hlrtoric coat rttura of at 
Group aa a vholt, vfth each iadividutl 
25%. UTCo. ehould else dtternlat from tfms 
return equates to a CCA refura of at least 

Dirfdmnde: The riafmum dividenda expected frw BATCo. are:- 

1989 1990 1991 1992 1993 1994 - m w - - m 

fo 162 183 205 228 255 286 

Dmbt:Xqdty: Sbm ~088 dmbt:eqPCty rmrio ehould be k&upt bmlow the 
folhvhg ltvtl#:- 

1989 1990 1991 1992 1993 1994 - - - m - - 

x 12 13 12 lL 12 12 

Tbmem figures reprerent tn lncrumm on the umlf l paeifid in the 1988 
Cuidmlinme, r&lmetiag l ellghtly higher lerml of borrouinge, reroci8td 
principmll~ufththmCaamroouami the fiuancfu& of Ughmr dfvfdmnd 
remittaucu frm otlamr couutriu. Th currma asset productlritf rmvieu 
l hould rem& in lmmr ratios kia# mchimnd. Nowever. projecta 
rmrulting io a higher dmbtiquity ratio uy aleo be sobitted far 
approval. In persicular, BATCo. l buld conrlnw to l omh to uridmm UK 
ueh flow l nd, ulW8 l QQrOQtht& rhonld k prapud ta incur forChmr 
lncrmmmme infonign borrwi-8 in order to echimvm thle. 
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12. 

A first objectin for BATCo. l houtd bm to mgret vich the CPC, etr8tmglee 
ad l tloa pkae for:- 

(a) The European Market. 

(b) Further rtorganfrmtlon to lmprwt the cost-effcctivtatee of UTCo. 
and tbr othtr UK breed optratioas. 

(c) Tobtcco B&D, vorldvidc. 

Market Stirs : Priority should be given to achieving improved narket 
ahtree in the higher margin products, especlallp in Kbe developed 
countrise in Europe, including Prtnct, and in Malayair. There should 
alto be a coaciaulag euphasfs on increasing Exports in accordance vith 
Guidelines agreed through the Tobacco Srrarcgy Reviev team 

Stractgiu to compete vich Xaarl boro should coorlnuc fo be developed 
narkar by market, uriag the mutt appropriata braude for each mrrksc and 
mrktt sagmat, concentrating oa competing for the younger adult auokar 
through ctmptign8 8pecifictlly directed ac this customer group, pramoeing 
Lucky Strike, Btasoa b Etdges, Ktaf, Barclay and Capri. 

Ia ordmr to bt tble to pursue these ecrettglat aucccssfully, it till be 
important to dtvclop specific plane relating to:- 

(a) 

0) 

(cl 

(d) 

: Qut1itr Alming to bt tblt to achltvm aud maintain tuptrlor -king 
qatuty, rctptiag that it mty bt a~ctaetry to coesidtr fncrtaeitg 
tht proportioa of imported ltef in certain ovtretee comptdet vhtrt 
fht locel lmef ftilt to proada tht qutlity rquirtd. 

Production Caste : Aiulng for etch buslntee to bt the loveer cost 
producer of qutllty cigertttte for its mtrkete. 

Aatet Productivity : Establishlag tight controls oa ctpltel 
exptadlturt aad leaf duratloan but also bearing in miad rht aeed to 
aaintaia high otandtrds of manufacturing efficleacy aad product 
qrulfct. 

Zaawa cloa : Eupheeieiag the attd for lnaovttioa in produce tnd 
procu8 design 8nd for the mffmctivm impltmttatioa and 
dlseemlnttloa of amv dmvtlopmmnce throughout the Group. 

13. Dir~rff%cetion : Opportunftite for &vtrelffctt~oo me7 bm conmfdmrmd 
but oaly ln ueme uhtrt the Tobrcw burlPus le mlrtedy pmrforolw 
e8cief8ctorll~ tad vhmrm one or wrm of the follovlng codttioa8 trm 
wt:- 

(a) The nmu activity ls nmcmee8~ to support the Tobzco buefntte tither 
diirtctlr or fa ier rmlatious tith Govtnmtot. 

(b) There arm apart funds uhorm repatriation 1s sfthtr prohibited or 
UllrCOUdC. 

(c) The project htt been agrttd by B.A.T Indurtritt u contrfbut~n# to 
the overall dtrtloQlseu~ of at CWUQ. 
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14. There will be 8 praference for them new utlvitiu to be in FlnmcLal 
Suv%ew. Paper/Pulp or btxilhg but it Ia appradatd tlut in mom 
cuom. a8pwfallP in bralopfry cauntrim, it uy k oecesaary to 
conaider alternative iuvestmnts, ubicb till preferably be in 
Agribuoiamu. 

15. Itao potential for lavertasatr in ?fmaciA Serricrr ad 
Pa-r/Pulp rimuld continue to be rmdied and proporalr prepared where 
the opportwiitlu for fwertmaat ara rufffciclltly 4ctractive to justify 
thb. 

16. For Agribusinas, the first prioricy munt be to ensure that existing 
mztivf:l~ arc unaged efficiently and that the potential for mikering the 
Croup’8 perforaancc criteria hu been evaluated nad appropriate action 
put in hand for any activities uhi& do not have this potential. 
Proporals for further Favcsryots in Agrlbusinus map be coneidcred, 

p 
including proposals to improve the marketing of products from exfst:ng 
activities. Emever, it is not intended that Agribuoinue should become 
a major Group activity and this should be reflected in the scale of any 
investments proposed. 

ps/luA 
19th July 1989 
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