1991 STRATEGIC CRITERIA

Introduction

The performance in 1991 will be measured in terms of the degree of success
achieved in agreeing and implementing strategies designed to seet the Group's
overall objective to satisfy shareholders through above—average financial
perfornance, based on re-establishing leadership im the Tobacco market
worldwide and on building up a leadership position in selected segwents of the
Financial Services market.

The criteria have been divided into those vhere the initiative lies with GHQ
and those where the responsibility in GHQ is to ensure that agreed strategies
are isplemented within the Operations.

Wherever possible, the criteriz have been expressed in a form vhere
performance can be measured, preferably quantitatively or, where this is not
possible, against defined gqualitative objectives for 'milestone’ achievements
(e.g. the coopletion of a defined plan, report or study).

I There will also be an aim to increase the number of criteria where performance
can be measured, or at least assessed, objectively (e.g. by adopting objective
seagurenent criteria and associated targets for achievement in such areas as
seoking quality, investment performance, public perceptiom, staff turnover,
etc.).

1. Overall Objectives and Strategy (GEQ)

The Board is due to carry out a review in July and to either confirm or
agree modifications to the Objectives and Strategies for B.A.T
Industries, wvhen there will be a requirement:-

1.1 To agree updated short, medius and long-term
objectives for B.A.T Industries and for the Group.

1.2 To agree plans for:-

) Note : The
(a) Developing in Tobacco ) isplementation
(b) Developing in Financial Services ) of strategies
(e) The Group's other activities ) already agreed
(d) Optimising the contribution from Isasco ) is covered in
(e) The other Associlates snd Investsents ) paragraphs 2, 3

) and 4 below.

2. Supporting Activities
2.1 Public Perception
{a) Ioprove the Group's standing in its
sajor constituencies, as measured by MORI

tracking, qualitative assessment by SRU
and subjective assessment by EAAC.

2.2 TEnvirommental Policy

(a) Review compliance with agreed ) Note: Board
enviroomental policy. ) Review due in
) October. oY
o
2.3 Technology (including I.T.) —
~
(2) Review performance relative to ) Note: Board o
competitors and agree specific ) Review due in - w0
plans to upgrade this. ) October. T~
~No
~
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2.4 Management Developeent

(a) To have the Boards and Managewent of : Notes : Performance
each Operating Group of high calibre, will need to be
recognised as such within their industry assessed subjectively
and, where appropriate, by the wider by the Chairman and
industrial and financial coowunity; and non—executive
of a oix of ages to ensure a depth of directors, but
wanagenent succession options indicators would

be:~

(1) that B.A.T
Industries and
the Operating
Groups have
clear views of
the forward
organisatioas

/’-\ appropriate to
their business
objectives, and
of the
sanagerial
requirements in
those
organisations.

(i1) that the depth
and quality of
both current
sanagesent and
successors can
be desonstrated.

(i11) that high
ability people
are being
attracted to
all vacancies.

{iv) that

/"‘\ exceptional
people are
identified, and
that their
developaent is
planned and
monitored at
Operating Group
board level,
and overseen by

B.A.T Industries.

(b) Agree improved arraungesents for : Note : Project due

training and developsent for completion in
1991.

lees

92887102
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3.
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Detailed Strategies (GBQ)

The following previously agreed strategies and objectives will be
ioplesented directly by CHQ or will be co—ordinated through the
Tobacco or Financial Services Strategy Revievw Teans.

3.1 Tobacco

(a)

(b)

(c)
()
(e)
(€3]
(8)
(h)
(1)
(§)]

Increase volumes and market ghares:-

- Worldwide (Budget volume + 4.01)

- International Brauds (Budget volume + 13.3Z).
Inprove sargins:-

- Budget Trading Profit/Gross Turnover 10.7 to 11l.1.
Inplement plans for Eastern Europe/Other New Markets.
Agree plans to optimise the sourcing of exports.
Agree the optinus organisation for the China wmarket.
Agree the R&D prograswe.

Inprove smoking quality.

Agree plans to develop the Group's Leaf interests.
Inprove interchange of Marketing/Technical expertise.
Increase inter-cospany transfers of personuel.

3.2 Pinsncial Services

(a)

)

(e)
(d)
()

)

()

3.3 Dther

()

Achieve above industry—average performance for:-
- Portfolio Growth

- Sclvency Margins
- Underwriting Performance

N Expense Ratios

- Investmeat Performance

Agree plans to further develop the Group's distribution
chanoel capability for both Life and General insurance
products in the UK.

Fioalise the strategy for Coutinental Europe and pursue
specific current opportunities.

Improve inter~cowpany co-operation in Inforwation

Technology.
Agree seasures to minimise the impact of the large

fluctuations in the reported results of the UK General

Insurance business.
Agree and implement an improved Groupwide training and

sanagesent developmsent prograsee for the Financial Service

subsidiaries.

Develop the range of opportunities for further
collaborarion between BAT's Financial Service
subsidiaries.

Activities

Reduce the proportion of assets in activities outside
Tobacco and Financial Services.

fees

4
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4. Detailed Strategies (Operations)

In addition to ensuring that the Operations play a full part in
supporting the overall strategies described {n Section 3 above, GBQ
will also be responsible for ensuring that the following specific
strateglies or key actions are implemented within the Operations.

4.1 BATCo.

(a) Agree plans for iancreasing UK incove.

(b) Agree plans for expanding Southampton.

(¢) Review relative levels of marketing spend on Benson &
Hedges/SES55/PGL/JPS. Either confirm spend or agrae
modifications.

(d) Agree plans for reduced costs, ioproved productivity and
increased exports of leaf.

(e) Simplify the planning systems.

‘2 (f) Complete the BATCo. and BATUKE relocations and

re-organisations.

4.2 BATCP

(a) Agree plans for expanding production facilities, for
reducing product costs and for sourcing fros overseas
plants where this is more economic.

(b) Complete Bead 0Office/R&D relocation.

(¢) Review options for Diversa subsequent to completion of
clinical trials. Agree nev strategy.

(d) Agree re-allocation of SAFE Funds.

4.3 Brown & Williasson

(a) Review the effectiveness of Kool prowotions. Efither
confirs plans or agree modifications.

(b) Reduce trade loading by 1 billiom.

(e) Taplesent changes to increase the effectiveness of the
International Division.

(d) Agree plans for reducing Common Costs.

4.4 Sousza Crux

/\ (a) Review radical options for {sproving the profitability of
domestic cigarette sales. Agree wodified plans.
(b) Prepare plans to meet the challenges of the new Consumer
Protection and Anti-Trust legislation.

(c) Isprove sooking quality (reduce irritation).
(d) Ioprove cigarette exports within agreed profitabilitcy

psraseters.
(e) 1Isplesent plans for upgrading and expanding production.
(f) Agree and implement plans for putting Tabasa on a sounder
basis and for iategrating the Leaf operatiouns.
(g) Ioplasent recomsendations to isprove Leaf productivity.
(h) Agree/ioplement plans for rationalising Pirahy.
(€3] Inplenent the divestment of Fruit Juice.
(J) Complete the divestment of Bioplanta.
(x) Izplement diveatment of the Polo shareholding.
(1) Agree non-cash sethod for funding new Aracruz investment.
(o) Complete managenent aud Board re-organisation.

0¢/88210¢

Io.o
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4.5

Allied Dunbar oy oqrad (00 A2 & AT <)

( PMa{wJ ’wl};
(a) Ioplesent planned new product initiatives.
(b) Ioplement agreed I.T. improvements.

(c) éd¥y Agree plans for any additional funding required to support

developaent.

\‘)(-e) Agree plans for new measures to reduce expense levels.
2)¢F>  Agree longer tern plans for extending distribution w—

4.6
4.7
4.8
!,-\
RS/DIA

eiganisasiony
Ragle Star .
(TSI WA -1 | ~ mgrevimq UK Quard paffene e

(b) Agree plans to improve profitability through
sasloweltvetion products/distribution.

() Ioplesent plans to reduce expense levels.
() Ioplessot plans for rationalising Internationsl Q‘...AL
operations.

(@ Rebuild solvency ratios.im Jamsd oed bule Juumds
¢

bueiness™

Surope—end-—Asier
(4 preve. Wﬁb.., clalls s M R v Gurds
Farmers (DEsEMA Uuttoe  trmg by - wids Avk wwﬂwe

(a) Agree plans to reduce the Exchanges' expense ratios by

five potats.
(b)  Agree plans to improve the premium/surplus ratio.
(¢) Agree plans to consolidate lLife operations’ sanagement.
(d)  Agree plans for expansion by acquisition.

Imasco

Within the plan for Imasco, ensure that there are:-

(a) Revised objectives in line with BAT's own.

(b) Agreed plans for Isasco's strategic/finsncial developsent.
(c) Agreed plans for CT Financial.

(d) Firs plans to divest Hardee's.
(e} Pirs plans to dispose of resaining Geastar activities. -

o B

20th February 1991

1$8682102
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4.5 Allied Dunbar

P (a) loplement planned new product initiatives.
¢ ) Ioplement agreed I.T. improvements.

\ (S v Execut] < .
(d) Agree plans for any additional funding required to support
b omrmt W developoent.
(e) Agree plans for nev seasures to reduce expense levels.
L aat \ (f) Agree looger tern plans for extending distribution by~
. ATTIETSh I it eaoihar maieTinesesat—STIvites
ol ees—e esgenisation.
. ».
4.6 Eagle Star hula .
Q) Comuuroio ; bun vrdedmann, O El e N e e -
(Q Agree plans improve profitability through
sevbanglisssiéov—products/distribution.

(2 Inplement plans to reduce expense levels.
Ivplement plans for rationalising International (5ot~ . ,

operations.
(d) Rebuild solvescy ratios. » (R Bewmt > = fe 14>
1

Q\ \ g ~D e A LDl D b S LR VN TN -k af  relaayeasl

4.7 TYarmers e Lorabinn ol —a s *‘h:\:

(a)  Agree plans to reduce the Exchanges' expense ratYoe by
five points.

(b) Agree plans to isprove the premiun/surplus ratio.

(e) Agree plans to consolidate Life operations’' management.

(d) Agree plans for expansion by acquisition.

4.8 Imasco
Within the plan for Imasco, ensure that there ,are:~

(s) Revised objectives in line with BAT's owm.

(b) Agreed plans for Imasco's strategic/financial developoent.
(¢) Agreed plans for CT Financial.

(d) Fire plans to divaest Bardee's.

(e) TFiro plans to dispose of remsining Genstar activities.

RS/DJA
20th February 1991

e

2£/88/210¢
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4.5 Allied Dunbar
(Provisional, awaiting agreed 1991 Allied Dunbar cbjectives)

(a)
(d)
(c)

(d)
(e)

4.6 Eagle

(a)
(v)

(c)
e (d)

(e)
(€]
(8)

Implement planned new product igitiatives.

Inplement agreed 1.T. improvements.

Agree plans for any additional fundiog required to support
developoent.

Agree plans for new measures to reduce expense levels.
Agree longer tern plans for extending distributionm.

Star

Concentrate fully omn improving UK General performaoce.
Agree plans to improve profitability through
products/distribution.

Inplesent plans to reduce expense levels.

Ioplement plans for rationalising International General
operatious.

Rebuild solvency ratios in General and Life Funds.
Improve underwriting skills at all relevant levels.
Establish effective company-wide risk managevent.

4.7 Farmers

(a)

(b)
(e)
(d)

Agree plans to reduce the Exchanges' expense ratios by
five points.

Agree plans to improve the premium/surplus ratio.
Agree plans to consolidate Life operations' management.
Agree plans for expansion by acquisition.

4.8 Imasco

Within the plan for Imasco, ensure that there are:~

(a)
(v)
(ec)
(d)
(e)

RS/DJA

21st February 1951

Revised objectives in line with BAT's own.

Agreed plans for Imssco's strategic/financial development.
Agreed plans for CT Financial.

Firo plans to divest Hardee's.

Firo plans to dispose of remaining Genstar activities.

'

€e.88/.102
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