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1. BATIG bas the responsibility for managing and developing the Group's

2.

3.

Tobaceo iatarssts in Germany and for using this as a base for
developing other growth activities vhers BATIG can achisve a
leadership position in substantlal grovth markets or market segnents,
preferably in Pinancial Services, Betailing and Paper/Pulp.

The cuxrent priorities for BATIG are:-

(a) To maintain and, if possible improve, the profitabiliry and cash
flow from Tobacco.

(d) To improve the performance and to resolve the uncertainties
regardiag the future of the Retailing operations.

(c) To consoclidate the new Europlast division.

Subsequent to this, it will be necessacry to agres new plans for
Retailing and for Europlast snd to cousider alternative options for
the development of BATIG, including possibls opportunicies for
developing a Finsncial Services activicy.

Finsncial Guidelines

4.

5.

6.

Returns : BATIG as 2 vhole should aiaz to achieve a RONA of 152 and
thers should be a similar target for each of the individual
divisions.

For Horter, thers should be an alternmative Guideline to produce 2 net
cash flov of DM35m sach year, ntn:. tax but bc!_orc dividends.

(T clupuiy polionloly posuaatt )
Dividends : Dividends/expected from BATIG (gross of 15% Wi{thholding
Tax) are:~

1987 1988 1989 1990 1991 1992

DM 75 85 95 105 115 130

Debt/Equity : The BATIG debt/aquity ratio should be maintained at 50X
or balow, as measured on UK aceounting conventions.

Specific Priorities

7.

Tor Tobacco, the firstc priority should continus to be to establish
a plan for achieving and maintaining acceptable returns acd cash flow.
There should also be eaphasis on:-

(a) The optimum strategic positioning of BATIG brands, in

preparation for possible changes in the structure of the
market.

(b) The achievement of timely price increases.

(c) Options for reducing sarketing expeaditure by rigorous analysis
of the effectiveness of the support given to existing brands
{including HB. .

(d) The impiementation of manufacturing rationalisacioun.
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10.

11.

12,

13.

There should also be contiauing emphasis on maintaining coatacts with
Government and ou attempting to iafluence tax policles for Tobacco.

Thers should be continuing emphasis on maintaining or improving the
market share of the full-priced seactor of the market and oz reversing
the decline relative to Marlboro through HB, through expacding the
shaces for Prince Desmark, Barclayfgnd Benson & Hedges and through the
introduction of imnovative new brands such as the Ultra Sliss.

EZxport sales should coutinue to be pursued but only where it can be
showa that acceptable lavels of profitability can be achieved.

For Retailing, the datailed plan for the restructuring of the
Horten business should be agreed with the CPC by end 1987, for
implementacion in 1988.

For Zuroplast, BATIG should prepare ouclining
the main characteristics of the business, showing why it is believed
thac this activity i{s sn attractive growth opportunity for BATIGC and
proposing plans for its development.
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$eewhbl—xivrnysieee be borne in mind that it will be necessary to
retain flexibility to be able to divest the bdusiness st some future
date if this is required in order to provide resources for iavestment
in one of the Group's major growth activities.
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