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DRAFT XA

Guidelines for B.A.T Stores : July 1987

Although Argos azd The Jewsllers Guild are technically subsidiaries of
B.A.T Stores the7 should be considered individually, with separate budgets
and plans prepaced for each business.

ARGOS

General .

1. The prime odjective for Argos should continue to be the m!.n:mnc'c of
rapid rates of growth in sales turnover and profits through the
expansion aad extension of Argos in the UK.

2. However, Azgzos should also continue to consider the potential for
launching or acquiring retailing businesses dased on sev concepts
vhich might provide louger-terz profitable growth opportunities.

Financial Guidelines

Rlsc o

3. [_ Argos should achieve a minimun hiscoric cost return of 20 per csnc of
average nec trading assats employed during the year.
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4. me declarations expected from Argos are eSS Sdewesnr o—

1987 1988 1989 1350 1991 1992

£z 23 27 32 39 49 60
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S. mo& to maximise its year—end cash deposits with BATIF
and peak borrowings during the year should be kept below 50 per cent
of equity.

Specific Priorities

6. Argos should develop plans to securs an accslerated growth in salss
and profits, with the specific objective of achieving trading profits
of £100a by 1989 or 1990. Priority should ba given to the deavelopment
of Argos rather than the introduction of new retailing concepts and,
in particular, plans should be developed for extending the chain of
Superstores and, subject to a satisfactory final evaluation of the
pilot stores, Best Sellars. Whea seeking suitable properties for
expansion, prefarence should be given to securing parcals of
properties’ rather than to obtaining sites through the acquisition of
a single, large retailing operation.

7. Argos should continue to investigate vhether, and to what exteat, it
might be appropriate to reformat the existing conventional showroous.

8. TFurther consideration should also be given to daveloping Argos'
{involvesent {a Corporate Sales.

9. In reviewicg the potential for an extension into new areas of
retailing, a first option to de considered should be the possibilicy
of entering the mail-order business, probably through acquisition.

10. Other optioas should also be cousidered but on the understanding that
if it were decided to go abead {t is likely that the CPC would wish to
have one op:tlon tested at a2 time and to have the accelerated Argos
development plan firmly escablished before testing new concepts.
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1l. Argos should take steps to rslieve the current pressures on its sealor
management and to provide sufficient managemenC capacity both to
support the committed Argos expansioc plans and to costinue the raview
of nev retailing development options.

12. There should also be coantinuing emphasis on improving productivity and
efficiency and on maintainfiag I.T. systems, computer processing
capacity and other support equipment at levels which will safeguard
the competitive advantage of thes busianess.

TEE JEWELLERS GUILD

1. The immediate priority for The Jewellers Guild is to achieve the
targetted levels of perforzance in 1987 and to complete the evaluation

of the concept by reference to the experience obtained during the
year.

2. At the sane time, plans should be preparad for the further expansion
of the business in 1988 and beyond oo the assumption that the piloc
operatiocn is judged to have been successful.

Pivancial Guidelines

3. As The Jewellers Guild is still in a developaent stage, its
performance during 1987 will be monitored against key operating
czzzg;g,_qg;Lqu,':Lrnz year atnvallsed avarage sales of at least

!"éribth per ‘store for new ogcn.in!ll‘ an adjusted gross margin of &3 "py
cent; mmd® an average branch contribuction of 17.2 per centjomd (=
4. In the longer term, The Jewellers Guild should achieve a ainimum

historic cost return of 20 per cenc of average net trading assets
employed duriag the year.

S. Formal dividend and debt/equity guidelines will be developed after the
assessnent of Tha Jewellers Guild's 1987 performance.

GJB/DJA
21st July 1987
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