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General 

1. B.A.T Stores’ primary raapoaeibility ti to manage and develop the 
Group ‘I retail actfvltias in tba UK. 

2. The central objective rhould be the continued development of tigoa to 
achieve rustrluod rapid rates of growth. loug tetm, in both rales and 
profits. 

3. Subject to the performance md davelopoaut of Argon not being 
WlbIlgeZcd, consideration should also be given to encoding the 
Group’s rcttiing actfvitfes by launching or ixcqufring busineaacr or 
concepc~~ offering prorpacts for mscained, profitable growth in either 
cha UK or Conrincntal Europe. Mere suitable prospec:s are 
identified, appropriate proposals for investnczt should be prepared. 

4. Returna : Argoa should ain to achieve a minimum 30% return on 
Z averaga net trading ~aets 00 au hi8toric cost hrfs of accounting 

(equivalent to a 15% return on a CCA basis). 

5. Divideada : The minimaa dividends expected fram Argon are:- 

1989 1990 1992 1992 1993 1994 m - m m - 

cm 32 39 49 60 72 86 

6. Dabt/Eqdcy : Argor l bould soak to maxiufse ita yearend cash 
daporitr vith BATIF. Peak borrovinga duriug the year should not 
exceed 50X of equity. 

Soeeific Prioritias 

7. The flrrt priotity should be to continue to Lnprova the porltiodng 
red compatftl~nes8 of Argoa to l aabla the Cornmay to achieve a rapid 
and suat&md axpaasioo in ralar turuover and profits, through 

1 rtora-forrtora grovth, furtbar geogr~pblc l xpaoaion lo the u1: and 
accaleratd dava~opmant of the Superrtoraa and Beat SeLlerr 
showrooms. 

1. Plan8 abuld aho be formulatad for a upfd latroductioo of the 
nmtyh con~ncfoual shovroome, subject to the concept l chierln~ 
l tisfactory lml8 of prfozaawa. 

9. Arsoe l hapld continua to as& hprovamanta in th parfomance ad 
profitability of Suporstona and Best Sellmrr outlata. IO addition. 
the vhbilfty of out-of-tom tc8tfom for Supeatoru in roller 
utchmnt are80 rhodd be wIlicored with a rlev co Bufmiring 
opportunftiu for axpaaalou. 

10. Plam rhoald also ba dawaloped for accalarati~ tha ~nsfoo of kg08 N 
through a mre actin participation io th property rrkat, iwludln8 0 
the porsibl, rqufaitfoa of propartiea b takeover. IO particdnr, - . 
the l ttractfvmaea sod fusibfllty of l cqdrins either of tba tw 
rruil busioare8 pratiowly idmtlfiad should be raviavad vith th 
CPC. 
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11. Argas rbould complete ita ravieu of opportunities to improve 
producciviq ard 8nk to iqdemmc improvemanta lo cha areaa of 
dfscrfbuciou, HZg, Bud Offke co8Ca, @Cock coouol and the posaibla 
ume of incaacira rchanes~ Effort8 to effect lmproveorntr in the we 
of system ad informatioa tacklogy should ba coatinuad, aimed at 
both securing imprommmtr in parformanca and at aatablishing 
positions of eempetitive advantage0 

12. A high priority should be given to armuring that sufficient aanior 
margamut upaci~ vfll ba availabla both to mmagn the proposed 
expansion of the existing businass and to identify, evaluate and 
develop aeu buslnaew opportunities. In particular, the planned 
recruitmax of tvo Deputy Hanaging Dlrectorr for Argos should be 
complered before proceeding to the testing of pilot storer for the 
GALA profec:; an independent management team should be established for 
the Premier Incentives faltirtive; and a B.A.T Stores “holding’ 
sxuccure should be implemented over rime co develop the Croup's UX 
reKailing incerwrs. 

13. Argo8 should continua to develop plans, to be agreed with the CPC, for 
tastlng the attractiveness and vlabiliv of the furniturajfanxirhinga 
retail concapE (GALA), tich a view co launching two pilot storea in 
late 1990. 

14. With regard to Premier Iacaativas, tha plana for the arpanrion of 
Argo8 Achicvamnt Aver& should ba lmplamantd and rpeciflc proposals 
developed for the iatroduction of the Premier Points coucapt. 

15. Tha feasibility of l stabliahlng a racond, fraa-rtamiiag fawallary 
brand should be critically raviaued md discurrad vith thm CPC. 

16. Tha potential impact of the Europaan Slngla Uarkat on Argo8 
businasr rhould also ba reviewed, takhg into account both lnvartlunt 
in the UK by overseam retailers and also opporttmltiu for intastment 
by B.A.T Stores, particularly through a geographic axpansioo of the 
Argo8 concept. 

I” - 

GWWA 
14th July 1989 Iv 
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