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BATUS IS responsible for umqing and developing the Croup’s TobaccoI 
EetaiUng, Paper and Fiaemci~l Srrrlcea l ubrfdlarim In the USA, 
optfniring tbe performance of the activitira md l chlevln8 sustsined, 
profitable uovth. 

In view of the importance of the Croup’s interests in America, there 
should bt particular emphasis in BATUS, vhlch should k dtalc with a; 
a specific issue in the Plans, in ensuring that chc managtztzt and 
sys:eu sre of a scaadard to provide the ability to add value to :he 
indf vldual haiatsets , to maintain adequate coxrole and to provide 
accura:t itloF.2ario~ 2-t forecasts :c B.A., I~ustries. 

A high prioi-y should be give: co Cevtlopisg szra:egies azd ?iass fcr 

Pamerr aot tc ensuring that the corpany is fully inregrared 1x0 cht 

BATUS managcmant and control system. 

r 

4. Betuma : BEDS should aim to achieve an historic cost BONA on a 
UK recounting bufs of at lust 25% (equivalent co 18-20X on 8 CCa 
basis) on an asnet base fncludirrg receivablea. Individual burinarsrr 
should achfrve a mini- return of 20X, ulcukted on the ssm basis. 

The purpose of this obcjctfve fa to l nsurm that arch business 
generates enough cash to be able to pq l dtvideui md to fund 
profitable grada. Eech -rate reteillng business should be 
measurd against this fundamental criterion and consideration should 
be given to aettbg raperate objectives for tha returns required from 
the property component of the total investment in ratailing, 
distiqplrbiq them objective8 from tboae for the roturaa expected 
from the trading 8etivities of the businer8er. 

5. Diridemdr : Tbhr mhimum divideada expected from BATUS (grou8 of 5X 
tithholdfng tlr) are:- 

1989 1990 1991 1992 1993 1994 - m m m - 

$ million - 320 370 425 490 560 

It should be notmd thetthe1989 dividendver veined es pert of the 
Farrrs f uodhg arrant-tsv Hovevet, the dirideodr reqoireauu for 
the subsequent yeara have been increased compared vith last peer’s 
GuidelIne. 

6. Dabthqoi~: The propoaed guideline la haed on the BATUS plan 
for 19fi9-l993:- 

Crorr D/t (X) 205 165 130 loo 80 65 
lfet D/E (X) 200 160 123 90 60 35 

Thew lerela ma7 be reduced em l re8ult of the current uaet 
productirlty review. 
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Tob8cco : It is particularly important that BATUS should achieve 
the profits, returns 8nd cerh flow frw the Tobacco business foruut 
in the 1989-1993 plan. Ihl8 requirement should be reflected in the 
plans for 1990-1994. 

There rhould be continuing capphaeia on reversing the adverse trend in 
the share of the market far full-priced brands, through initiatives to 
rebuild the wrket share for Kool, through building on the success 
tchitvcd vLth Capri and through pursuing ocher bsovativt 
developnezrs. 

yty2 3'L,;.'>2 L> s.-,ez'-f.l- -1-e. f;.: $,*ve;--'-- ryk:t c3r' -..-. we.-.,-- a-2 *2-i-. '--A -w-m ‘e-$- 
posiz'otf-,- CT *.rr4 - i-,-J- .;= :',* 7<y* s*~~..=~ ,;l' ryha -zr'az. 

There should bn clear objtcrlvts azi strateg:ts for each cf the &or 
overseas Purkecs being targeted by BUIT with particular eznphaslr on 
the plans to opcimire the peneeracion of tie rcajor Asian rarketa. 
There rhould also be specific plans for improting the profitability of 
the export businter. 

ZThere rhould be continuing eqbeeir on the need to achieve competitive 
advantage both through product quality and through being the lowest 
Coat producer of quality dg~rettea. 

BATUS rhould participate fully in the vork of the Tobacco Strategy 
Rerieu Team and should contribute vlth the other Tolmtco operations in 
the forwrktioo and implemmtetion of a Group-wide R&D programma 

For P8per : the iamedl~te efm wet te to achieve the results 
currently fore-t for the hrboeleae actititiea, moderating and if 
poaaibla ravening the adverse trend in mrket share experienced in 
1987-1988. 

There rbould be continuing empbasit on ensuring that Appleton baa a 
competitive advantage fn the nvrket through quality, by being the 
lowest-co8t producer end by concen~ratiog on providing ruperior 
aerrice in the market. 

In vleu of the increuingly competitive market conditions, it vi11 h 
aece88m7 to be perticularl;l rfgorow when cowidering jurrific8tione 
for increased aprcffy. 

me pkne for %rm818 should be shown separately l ui should include 
SpCifiC ptOdSio- for fPprOV%q the profitebilfty of dW l tiVitf. 
Caneideretion mhould d80 be @van to action ueceaeafJ to l wure t&t 
~letoo hu the capebflfcy to compeu both vfth tbr leeding Japanese 
compeaiu in the field and vith other compdrr vho Itme U&S ulth 
the Japaneae~ 

In viev of the uucertelntiee ahont the uy in vhich techmiul 
developmnts fn the amtomr industries (1-e. hn derrlopmm~ and l 8le 
of plein paper feafmile &bee) as7 effect the denmd for Themel 
paper8, it will be u~currcy to law8 coatln~ pkn8 for rltemativa - 
u8ea for the nlevant mnufuturimg facilftiea. w 
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18. There l hould ba contfnuiag eqhesir 00 the heelth end rafeO md 
enrirenmentrl aspects of CarbmLus ed The& products and 
processes, l amurtng that they mat tha relevmat reguktoq 
requirmmntr l d tie cot&daring vheclw my up8bility chc caa k 
developed slgeificantly to exceed these requfremnta mlight be used as 
a positive selling point. 

19. Although the main emphasis in Paper should be to optimise the 
performence and poaitiodq of the existing l ctivirler, Appleton 
rhould also aim to build-up the mamgemeac stracgth of the businara co 
provide the caprbllity to fonzulate viable options for busfxse 
rcreval scratcgies, aldzg co presezt pr0;osals fOr tteac d-zicg ckt 

first half af 1990. 

21. A priority concern for the businuees themselves nucc be CO develop 
plam to reach and maintain a rituation vhere they east retunto and 
generate mah suf flcfent to pap- a dividend fo BATUS and to support 
aelt-funded profits growth of 15% p-a. Proposals for upltal 
investmet rbould be subject to rigorous exminacioo to ensure that 
refurblabmeats and other f~vertmenta can be fuatffied financially. 
There should also be perticular emphaaia on actions to increase gross 
mugina and atore-for-store grovch. 

22. For Saka and Uarahall Pfald’a, the priorities will be the ruccaaaful 
is,plr~~rntatloo of the plaas already agreed for refurbiahmant ad for 
actioea to improve the profltabillm of the buslouses. Further 
consideration should also be given to veys in which the expansion of 
the busiacsaea sight be accelerated, bearing In mind the need to avoid 
8117 dflutioo of the Saks -08 and the dlfficultiu iB building oo 
Uarrhall Pi eld’a reputethe outside the regioo around Chicago. 

23. For Svey’s and Breunera, the first priority must be to achieve the 
taxround planned In 1989 end to formulate plans for the longer tarm 
development of the companies. Alternative plans for the dfvratmnt of 
these buainasaea l heuld also be coeafdered. 

24. For Iarmers, the priority must h to develop a first five year 
plan vhi& can then be developed further during 1990. 

u/gJlr 
17th July 1989 
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