
1. BATIG im roepoprible for the nnagermt aad developmeat of the Group’8 
Tobacco fotereete in kxmew end for derelopieg l J semgieg other 
actlvitlee in atcordante vith objectives aad etratagiu agreed vith 
B.A.1 fudustriu. 

?le~~.Ial Gufdelinee 

2. 

3. 

4. 

5. 

6. 

BeturM : The terget for the tobacco fnterescs will bt to ochkve 
a !a.hhw~ hirtoric cost return of 352 by 1994. 

For Betailfng, the target vlll be 15% by 1992, rising co 18% by 1994 
(corrtsponding to a CCA return of around 15%). Refurlaisbcd stores 
should achieve TtONAt net of apporrfoned Head Office co~cs fc exctee of 
18% vLthfn 4 yeart of rt-optoing and should average i8Z over the 
refurbiet3nent Uftspan. 

Considtratfon ehould be given to separating proptmp aanagtmtnt from 
atore management for the purpou. of planing, eertgnieg notional 
rental costs to stores which are owned to allov comparisoot to h madt 
between oveed l ed rented stores. These aaalyeee rhould be included in 
the Company Plan and in the Galaria Strategy Revlev. 

Pot the Plutia divirion, the target returna vlll ba 152 by 1992 and 
20X by 1994 (epprexlnetely 16% CCA). Nev fectorlu l heuld echfeve 
retune, net of a~ iaeremental Haed Office mete, in eases of 2OZ 
vithin 4 years of cooing OIPS~~SLP, averaging at lust 20% over the 
lifetime of tbe tectory. 

Diridende : The dividends (proee of 15% withholding tax) rhould 
be:- 

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

Dx(plllion) 125 135 155 L75 195 215 

The proposed guidelines correepmd to a dietributfon of approxhmtely 
90X of BATlG'e profit efter tax on a Cerrun eccouetiq beets. 

Dabt/Equi~ ktio : Ibe groom debt/equity guideline reflects the 
forecutr In the 1989-1993 Cmpeny Plea:- 

izL - 1989 - 1990 - 1991 - 1992 B 1993 - 1994 

Debt/lQul!q 13 l3 13 11 9 7 

TM8 gross guideline excludee SAPZ funds. 

7. For Tobuco, the first priority l bould be to reverse the market 
share decline in Getmeny, concentretf~ ori the full-price segment of 
the urkot. 

8. There should k coutiuufng -hasis an the l chievemeet of timely ptice 
fucreau8 armi ou nlntafulug contacts vith Governnut in order to 
influence Tax polldee 00 drprettes. 
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9. h dew of the continuing dsuger that a price-vu may develop in the 
future, MTfG l hould ban coutkyency plan8 for sppropriste 
coeater-etreteglee. 

LO. Suketily expenditure l hould continue to be tightly coecrolled. 
Eouever, although all erpenditurr should be rigorously justified, this 
should not detrect from the need to give l dequete l upport to EB. 
Similerly, elthough the euccesa of a teet mrkst should be proved 
before committing to a major launch, there rmst sleo be adequate 
support bah for the cut sed for the ultimstt lsunch. 

11. Export salts should continue to be pursued in accordance ulrh 
gufdelinu agreed through the Tobscco Strategy Rtdtv Teed 

12. The BATE plan should reflec: :he fnplicaciona for 3AXF of the 
lnitiacivca to eecablish s Single European !iarktc by i992 and URIC 
should also co-operare virh BAXo. in the lmplenen:acion of 
recommendation8 from chtir report on sctlon vhfch shculd be taken to 
opciniae the Group’s poeitfon in Europa. 

13. MTIC should continue to eim to be the loveec-coet producer in Europe 
of qusllty cigsrectee and should co-operate tith UTCo. in the joint 
project to optimism Punufecturlag throughout Europe. 

14. For llatailfug, MTIG l hould urry out a rigorous re-evaluscioa of 
the proepeae for the Gelerfs concept aed the Horten Extra atores, to 
l etablleh whether there are reslietic proepeetr for schieving levels 
of performance vbicb are sdequste to meet the Group’s ericeris. 

13. If it fa not posrible to forarkte pknr leading to a return of at 
least 152 by 1992, divestment of the vhole or psrc of Bortea should be 
considered u sn slternstfve option. 

16. For Eurotee, the l greed rtracegy ls to move tovardr divestment of 
the business in s vay which will msximfsoe shareholder value. 

17. The iwdfate priority should be to improve the ptrformence of the 
. current bueineer end to etreugthm mauesement in or&r to inprove the 

longer tezm prospects lo ee eevironment which is expected to hetow 
more colnprtitive. 

RSIDJA 
17th July L989 
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