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DlREC2DkS INCENTIW SClioIt 
1991 FxNNmAL atITmA 

Ibe chest of thr erftuib is the sane aa in 1990. To focus on tha 
objectha of abova awrap 8hArmholdU rmuna ova tfn, cOXQri888 
capital and dfvvidends L appropriate proportioru. 

1991 is 4 rmcovmry year fo tmrns of profltbbili~ aad thm urpta 
mad to ba sot la & uay which rocognisas this aad does sot put 
lonser term grovtb rt risk. Wmra rrlevaat. porforuncm should ba 
o8uurrd l coaswt mxchrry~ ratas. 

A snARQloLDw OaJEcmn 

(a) EPS growth (nominal) 

SvcCCSSrm 
RATIN 

&test forecuts suggest that 8ainirys of th UK 0 sap 
corporaem soetor will be flat in 1991. Tba Group t s7Q 
budpr ShWS 4n lmr8880 from 25.&Q to WAQ (2148) c %I 
at constant mar&p 1990 ucbanp ratea. lbo budgmt A Sip 
1991 EPS 18 9% belou the 1919 ax-dowrgar Ps fa f b8Q 
conscant exchange rue terms. 

It i8 coasidorod bQQtOQriStS CO Set thS 1991 Utiafl 
la money terms, around a central C tupt of Sb.bp. 

@I Dlvldend par s&r grovtb (nominal) 

Dividend grwth for the corporato smctor io 1991 1s 0 ur 
forrcut to br 58 or less. vorsu axmeted flat 8 12\ 
rmnbga. taking into l e&ret cho l horq uadbrlying C 101 
lrowth of ltr ia B.~.t's 1990 divldaad vermu 
6 fir the urkot thr guideline lml of wvmr. 

A IQ 
I 6~ 

d tb loq tota objoctivo of 15% pa povth tb 
central targmt might bo UI above amrap lmruae 
of 101 for 1991 In liaa 6th ao budgot. 

(c) $21~0 prier relatlva 

Rslatfva slum pricm porfo-• should bo users& 0 +1oa 
ov8r tba you la thm U&t ot tbm long term E iI4 
objmctiva of a Sb Q.8. i8provmmat r~latlvm to aa c +6t 
All alum idu. Thm sugpmtod tar(rot for 1991 A +h 
thmrmforr trlus account of *o S.9b advsrsm -IIt I + 28 
ia 1990. To avoW hart tom dfrtortion tin rrlrtiva 
should ba wuured over a moatb from rid Dmcm&mr 
torldJ-ry. 
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(d) Harker perception (P/C relative) 

The prospectivr t/E rat10 for 1990 is very high. 
beceuse of depressed l rnlngs. At the end of 1991 
based on thr currrnt #lure price and forrcast r&rainy 
the t/t ratlo would be approximately 22.3, on the brats 
used by the PI (last tuo publfsbed half years' Ws), l 

rrlativr of 163Q to tbr.prrsont ETA 500 index P/K. 
The prospective 1991 ?/l based on th full year's 
forecast EPS is 13.1. 
The aedfta term ebfectivo buod on a ?lea 'I' 
usessuut by the adrisers Cn A aormd yur $8 a E 
rrlrtlvo of 9OQ to tha RA 500 worap P/t. 0 2008 

2 190, 
hctusl porformmcr should be measured primerily fra C 1801 
the published ?/t ratio ovmr the month mid Dumber A 17m 
to mid fauaq to avoid distortion by short term I: 1601 
price movements. Beesuse of the difficulty of 
incerprotiry this meuuro regard should also be 
had to the prospretivm P/t based oa the full yeer's 
EPS relative to the prospective asrker P/E. 

110% 
105Q 
1OOI 

956 
90Q 

(II) Dividend covat 
Including Exeludiq 
Investmnt Xnvrsuent 

CdN C&iN 

The budgot for the 1991 recovoxy year projects cover 0 2.0 1.8 
of 1.6 tins, (1.4 tfaes excluding tnvestment gaLas) C 1.8 1.6 
rirLn& wick& the targot 2.0 to 2.5 range in 1992 C 1.6 1.4 
and thereafter. The approprfrte central ‘C* A 1.4 1.2 
tar&et for 1991 uould br 1.6 times on the pubtlshed I 1.2 1.0 
buia 1ncludinS investment galas. 

B 0PExA1nG OBJCCTIVES 

r 
L 

C 

r‘, 

(a) Tobacco Tumover 

The guidallw avarrp -1 growth in gross tumomr 0 +13% 
fs 128 for tobscco mAsldtwie8 mquivahat to 1oI L +ll% 
08l l mt bUf8 (9% u SOUS CnU f8 dbtNt.d). c +9a 
audpt 1991 $roM st NNtant tste8 la 10% A +?a 
gross sad 8% nmt (12.1Q sad 7.N respectively lf . I +I% 
Souu CZUI is escludod). Ihew gtwtb r8tu uo 
broadly comisteattith th expected treadat 
clam 5yous of dnpb. The criterionshould 
bobuodon~mmovmr, utcludi~SowsCw. 

(a) Tobum tradfng profit 

iR, budpc sbow 1991 trading profft puth of 121. 0 +17@ 
consfstmnc vlth frbcr~~Sl!ig PIIgiRI btlt dlgbtl~ t +ua 
;E; tha th projwtrd 5 year pouch rum of c +12t 

. . A +lOt 
I +88 
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‘ho budcat for 1991 shove &row& of 8.41. belou 0 +12a 
Ch. fO;JCJSt 5 YJJf ;rWtb Iat. Of 13.18. ihfJ fJ t +101 
hwevrr con~lrunt vi& tbr prrrsurr for l ddfnS c +k 
only quality bUSin8SJ in the kglr Star &enrrsf A +7r 
oprrufon. Account vi11 nerd to be taken of qowtb I +6a 
in fJLP&J l XCbJlUJJ PtJdUB fnCOU0 Jnd thJ 

incldenco of JhllJ prmfua business Uhf& Ua 
dfrtott cocpMfJoPr JJ s OeJJUZe Of *aha Of 

bUJfD.JS added. 

(d) rfacncfcl Sezvfcos trsdfw proff& 

Since 1991 f.8 4 rtcovory year, it ir l ppropriatr 0 f66om 
to JJt tb tJrpt fa tamJ of 8oney rether tbul C L6SOm 
porcsntap facreue. Tha budge is for a 199X C f62Om 
wadin profit of E621 mfllfon end C30 tillh~ A cs9om 
gredstfons etwnd thfr ffgurm era JpproprfJts. I fS6Om 

(0) Iobuco RONA 

In 1991 Roar ir budgeted to rfre from 48% to 52%. 0 388 
In u~ossfng perfotnanca aeeouat should be takso t SS8 
of the l ffut of exchange rate movements on Crwp c 52r 
ROliA @vm the differin& perforunco levels beturrn A L9t 
the geogrephicelly baud oper8ting companies. I 46a 

(I) Ffamcfrl Services return 

Return on fmrsmenr u recordsd ia the 5.A.T 0 20% 
balU&Ce sbrot fJ fOrWUt to tfJ0 from 54 in 19% t 178 
to u.ta Lo 1991. the bJSiJ of computfn& th c 1% 
retura ~111 seed to be recorufderrd uina the final A 164 
SORP 08 rccountlq for life businors 1s fssuod. I 13b 
For he presoat. the tugat vi11 be bared oa 
rxisting l ccobmcfry couvmtfoM. 

(g) Kfoctfvs Tax Rata 

A @debm objectin is to l lfmfnata tha currome 0 39a 
you unrelieved ACt by 19%. Tot the shorter term, t 41a 
a8 ob~octfvo for the l ffeecior tu r8t* is relevant. C bk 
lln l ffoctfn ram is forecut to fall from 54.6, A 4% 
lo 1990 ta 638 fa 1991 (49.38 aad 4% rrspoctfvBl; I 478 
if fxwostwat @ax era excluded). )lo crodft hr beem 
taken in the forrcest for thm benofft fram th Teato 
deal. ‘fbr approprfrta *C* objettfva for 1991 is 10 
l ffutfvo b3W tax reto 011 10 account8 baois. 

The futurr objoctfve should be conshtont vfth l 0 cot 
JtJc@ UlldOtf~iU# fd in th t&CfO. AltWmSO -f&f t 23% 
mad to br 8ads for rpecid factors such u ujor C 46% 
fmostrmu or aqufsftfons vhaa fatarpt~tfag A 498 
perfotmmco l yfnst the objoatfve. The projoctod I 52% 
nt D/a rufo cc end 1991 fs 46.38. 

RIiI&Rw/DIS2 
.-rL V---L lenI 
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