
Guidelines for Iauto : July 1967 
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1. Imasco's central objectloo should be the achievement of returns rod 
s~scalnad races of grovth in dividende and earnings par slur8 vhf& 
compue favourably vfth other leading businessas in Canada. 

2. TO SUQQOrt thfa movth,’ it is i81~ut.d that, in rddftiw to rOb8CC0, 
Imuco should develop l portfolio of businesses In lmdership 
positlone f.n growth urkrcs or urket segmex!u upabh of prorldfag 
nutriaed org8nic grout3 in 8&&s aad profits. S.A.T Iadustrics would 
prefu the main 8mphasfs to be om developments in Canada rrtbu than 
tha USA aad centred 00 the Croup’s main activitirs of Tohcco. 
Xetailing, Financial Serricu and NplPapw. 

3. In evaluating %muco’e rtrrtegles md plans, B.&T hdustriu will 
apply the s8u critetk u arm appUed to the other businusu tithin 
the Group. In puticular, it wLll k important to ensure that eech of 
the baalnessu wfthfn Iauto is opeatlng l ffidently and is producing 
l cash flow vhich, after covulng untral overheads, divfdends and 
incarut payments. is sufficfau alt!mr to fund 8818s grovtb at real 
rates of at least 6 per cent par annum or to produce an equivalent 
cash surplus for investment in other activities. 

Pfn~~ial Guidelines 

m currant B-A-T Idustrlar Croup abarcholdfng, the 
from Iaaeco (gross of W Withholding Tax) are as 

folloue:- 

Yurs to 31st December 

1987 1968 1969 1990 1991 1992 --m--- 

.- cso b6 56 63 73 83 94 

lor 1988 onwards, th proposed ditidends are bud on a pa7out ratio 
of bQ par cant which fs considered aa appropriate lon~cam payout 
r8tfo for 8 comp8n~ rucb u Ipuco. 

5. ,&-p2.nd.d that Imuco rek to rhfeva an i&stork cost -turn 
om net assacs (on a B-A-T Induatties' buts) of 26 per cent for its 
comareid activitiu, dth a priority king to produce a satiafactoty 
retnm for People's Drug. Th targee for Caneda TnmtCo. should k 
to uhian a suscrinad lnuease in aftertax proffts of 15% per 
-. 

Seedfic Prforftfes . 

6. The first prlodt7 for Iurco should k chr deorlopmeat of plans for 
re-bu%ldlq the StrMgth of th hlanu rheet ad for l nsurLqtht 
each Of the individual businusu tie aa aQQrOQrhtR contribution to 
Iauco’s profits. cash fltm and divtdends. 

7. For Tobecco, the priority should be to n-build and consolidate 
profitabilftl, both through price Increases and through further . 
improvements In efficiency vhicb id11 ensure that the position of 
lowest-cost producer of quality cigarettu 1s maintaimd- 
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9. 

10. 
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15. 

16. 

18. 
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19. 

In additioo, T~co should coatinue to pursue improveawxs in market . sh8r8,p _ _ b both in listing 
brands 8od 57 developing 8& marketing innovative new product8, making 
full use of developpunts naflabls from elsevherc vfthin the B.A.1 
Indus cries Group. 

ksco should continue to support fndurtv representations to both 
Federal and State Covenmenu on taxation aad smokfq issuu sad to 
~187 an utfvs role ln opposing- the enti-smoking lobby. 

For Finaxial S-as, the priority should be to &velop plans 
for tlm expanston of C8nrd8 TwtCo. In particular, considoretioa 
should be given to ensuring that the projected short-tern levels of 
performance l rs met and to identffyfng bou growth in after-tax 
l rnfngs of u k8st 15 per cent 8 par will be uhicved over the 
longer tam. 

lrauco should aLso develop plaas for the addition of complement8ry 
l ctfvltia to extend the Croup’s operatious in financial semfces in 
CM&d&. 

Iuueo sbuld continue to p&7 an ective pert in influencing tke 
proposed reguktiotm covering ffnenciel services’ l ctfvitlu in 
CM&d&. 

Plans should be utablirhmd concerning the possible reduction of 
Iusco's rhareholdlng in C8nad8 TrnstCo. to 65 per cant. 

For the Ecu hwfnesses, the first pr%ority mist h to 
fmpro- tba perforce in People’s Drug, after uhlch It ViU k 
necessy to revfw iL1 the at8Il oper8tions to ensure chat they uet 
the Croup’s critark for being self-supporting in terms of cash st 
8QQrOQri8te rail UtW Of grovth. 

fi sdditioa to resolving the proble!u irr those businusu vhich l ra 
not perforning rrtisfrctorily at present, Imasco should identify 
OQQOrtunitfu for profit8ble grWt!% ona 88tLSf8CtOt-7 b8Sw h8ve bata 
l st8blished. 

the QCflUtJ @@lbSiS Sh0d.d h8 00 inprOViBg QrOfit 
that the bueinus maku l suitable eootributioa to 

Iauco's shueholdus before pursuing opportunftiea to extend and 
consolidate Rardee's geographic coverage end product rangee 

the imediate priotity should be to conuntrste a0 
of the core businus. 

Iuseo should continue to seek opportuPities for the davelopment of 
Shoppers Drug, both through or&& grouti 8n.d. vhen 8pproprirte, 
8msi3ftioa: The business should, hoverer. dm to fund its am 
&vth, after mskfng sn 8ppropri8;e cootributlon to Im8sco for 
overbebds, ece. 

It is suggested that Im8sco should consider the divestment of the UCS 
Croup. 

WDJA 
20th Ju17 1987 
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