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Cazace LSZ IS8, 13 Sctober 1986
ixar Dan,

2.A.T Industries reporting and laasco

I was ziad of the opportunity of attendiag the Imasco presentation oa Priday
soralog. 1T ¥as unfortunate that Ctris Muvakla got tied up and could mot make it
tor which Lz seads his apologlas. 1 di¢, bovever, have a chance to chat to half a
dozan or sc of the barkers and without exception thuy werc iaprussnd, and I con't
thizk they vcre belpg obsequicus!

Folloviag our meeting on Wednesday I th&&ght it might be sensible to sake 2
oote of the issues ralszcé as well as inform you of the various B.A.T Iadustrias

rezorting lates.

A8 far as 3.A.T Industries statutory reporting during 13927 is concerned the
tatlc bdelov 3ives the E.A.T Industriss announcement date together with the last
cate [or computer Input in order to meet these deadllaes. Harratives for the
cocnentaries are raquired 2 or 3 days after the computer input date so it would be
uszful to 2ave Imasco's own published narratives ic time for this.

Computer B.A.T Ilndustrias
Results Input Annouzscement
Tear to 31st December 1586 Tuesday 17 Harch Wedoesday 25 March
Three pooths to 3lst March 1987 Monday 4 May Wodrnonday 27 Nay
Six months to 30 June 1987 Monday 10 August Wednesday 2 September

Nine mouths to 30 September 1987 Moaday 2 November VWednesday 25 November

The CPC vill ba discussing the Imasco Five Year Plan on 27 February aand in
order for it to be studied in Windsor House it should be received by 23 Fadruary at
the latest. EHowever all the B.A.T Industries subsidiaries and other assoclates
will bave ksl their plans discussed by mid-January aod at this time (¢t vill be
necissary to prepare cousolidated Croup forecasts. Tha latest possibdle date that
Imasco figures can be fncluded would be 12 January. As I understand it, the Imasco
long range pian will be completed towards the end of 1986 so0 it sbould be possible
to mest thess deadlines without difficulcy.

The Izasco strategy review has been schedulad for dfscussion by the CPC for
Weazcsday 14 May. This is primarily a planning department requirsment and I expect
Mr Deonis will de discussing this with Mr Crawford.
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Uuriog 1957 thers will be thras formai JPZs. The takls bSelow shows the
Zene7 IndustTics Doard Meetlzg dazes together with the last day for Input to allew
zhe cocsslidated 2.A.T Induscries psper tozether with a narracive for Imasco to be

prepscsd aué elrculated.

Input Date Board Meciing
larch 1527 (P2 Friday 24 April Tuesday S5 May
Sune 1987 QPE Triday 17 July Tuesday 28 July
Coptemcsr 1987 Qof Friday 23 October Tuesday 2 liovember

In adilzlon there will almost certainly be occssions when updates of ol
z.4.7 Industrles’ Croup ustinates arc required for one resson or another.

Deprading ot the need for securacy and developmsats withio Imasco, it may bde

necessary {or me to conzact you. It Is mot, however, possible to give dates for

taese in advance. Sowever ve are currently raviewingz our 1987 manageaent reporting

timetable In the light of publisied quarterly i{nformstion, and I will send you

forther intormction as it becomes availadle.

1 understasd that as far as the B.4.T Industries Septenper 1986 QPR is
concerned, Izmasco will Save a forccast avsilable oz 24 Cetober which will enable us
te ezleulzte an estimatas for the year to 31 December. In gemeral, quarterly profit
treakdowns will only be avaZladle in April after the Imasco plan has been {inalised
or in October. PYor its own Board purposes Imasco preparea as ssalysis of actual

; results for sach quarter together with an astimate for the next ycar to March.
Although 1t is too late to use as icput for the BAT QPR wve would be grateful if a
copy could coatinued to be sent to London for the record.

8.4.T Izdustries will be including in {£s results the BAT Group share of
Imasco's interest in Trust Co. at the pre-tax level after vriting back Imasco's
goodwill amortization. It is understood that this treatment vill ot cause
difficultias for Imascoe and tiat Imssco will be able to furmish us with details of
the tax charge sod Trust Co. turnover. BAT's share of turmover will be 40X of 98X
of Trust Co. turmover. For background information it would de halpful if we
_teceived coples of Trust Co.’s anousl and quarterly accounts is future as they are
pudifsbad. It would alsc be interesting to have thelr Decaaber 1985 report
together vith thelr Narch and June releases.

- The goodwill arisiog on the Gemstar acquisition gives riss to & severs problem
in conaection with the B.A.T Industries 1986 accounts. The Imasco prospectus
included & goodwill flgzure of C$300 million on the tasis of keeping the whole of
Censtar FTiosncisl. Ou the basis of disposing of all Genstar Financizi's assets
ssve Trust Co. this would be increased to C31000 millicn before revaluation and for
published sccounts purposes Imssco Ls amortising this over 25 yasra. This 4X per
anoum rate is & blend lsosofar as part of the C$1000 mtllion will be representad by
revaloed assets that will be written off over & muck shorter period thas the 40

years norsally adopted for intangibles.
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Tae malin prokles as far as B.A.T Iodustrics %3 concermed i3 aot the profit and
1083 aczount effect of goodwil! but the balance sheet implications. Por B.A.T
Indescrics 1984 consolidation purposes (t will te mccessary for the Croup to set
of¢ 2zs shars of Imascc's joodvwlll agalnst reserves. The total Imascs goodwill
couid de anywhere hetwern CS100 millZon or CSSOC milllicen leces thar the currest
~ftimate Sut Imzsco will not kave te firm up on & flgure for Its own published
eccounts until the Harch year-end. 1In the meantime you agreed to look inte the
possiollizy of Imases updating the joodwill figute in your December quarterly
reporz. Tuls would enable 3.A.T Industries to base Its Dccember ycar—end accounts
on rucent published Imasco {nformation. ’

Save for Gemstar/Trust Co. Imasco's sccounting ia very similar to tha US
CAAP. Tae only material d{Tference vould ssem to be “extrsordicary {tems” where
Canada follows the UX rather than thie US.- The scquisltion accounting for Censtar
wvill have less of an impact after the disposals have been completed. It still has
— to be scex hov far the Imasco carrying value for Trust Co. and income reportisg
followvs US practice. In this context the SEC may be ecasing up in its requirements
and also changes in Camadisn sccounting for financial services are under
discussfon: in this context we wvould appreciste a copy of the report you are baviag
prezarcd o US/Cavadian GAAP differences for Trust Co. Prom an audit perspective
: tne W sudit of Trust Co. would not se=em tn causr difficulties. Also Delaittes
; reviaw the Inasco December announcement and will have complated the belk of the
: audit vork on Imasco's March accounts befote tigning off the December
B.A.T Industries sccounts.

¢ Yours siucerely

P D Lovejoy
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