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XESTRICTED 

0 Somers Esq., 
I!riasco l.c., 
& Veetaount Square 
Eontrcol, 
Canada HSf 2S0. 13 October 1986 

B.&T Industrfcu reportin and Iabrco 
I 

i vb8 g1bd of the OppOrtudty of 8ttrnding the imb8Co presentbtioo on hidby 
morning. it was u~Ortuwt8 that Chri8 tkbkin got tied up bmd could not de it 

for vhlcb he rends bfs apologfcs. 1 did, howtver, have l chrrce to chat to half b 

dozen or so of the bbnkerr sod without exception they verc faprem8ed, bad I don’t 
think they vere bciag obrrqulousl 

Fol?ovfng our mcctiot on Kcdncsdry I thought it mfght be l easlble to uke a 
note of the I88uc8 ra?scd b8 vell as inform you of the various B-A-T hdubtrier 
rcportfnp dater- 

As far am S.A.T Ioduotries statutory reporting during 1987 is concerned the 
table bclov gives the B.A.T hiustrier announcement dbte together vith the last 
dbte for cgaputer Input in order to met tbcse dbbdlfnes. Bbrtbtives for the 
coamentaricr are rcqulred 2 or 3 dap after the cqtcr input dbtc SO it would be 
useful to have Imasco’s om published abrrstlvtm in time for this. 

Peaultr 
Gmputtr B.A.T lndustrfem 

Lopur &BouBcmnt 

- 

Year to 31st December 1986 luesdby 17 March Wednesday 25 March 
Three mntbr to 318t March 1967 -a7 4 UY t?o&amdby 27 Mb? 
Six months to 30 June 1987 lfomdey 10 August Uedncsdby 2 September 
line months to 30 Septnber 1907 Ho&y 2 Uoobnbcr Uednbada~ 25 Novabar 

.- 

The CPC will ba dlacwsing the XBWCO Five Tsar Plan 00 27 Februa4 and irr 
order for it to be rtudibd %n Uiadror Uouse it should~recefved b 23 ?ebtwv bt 

tha lbtk?St. Moverer b11 the B.A.T fndustrfer rub8fdibtirs and other brsocibtes 

vi11 bnve had their plana discussed by rid-Jaauarg bud at this tiae it Vi11 be 
BeCe88bry t0 prepare consolidated Croup fOrCCbSt8. Ihe lbttrt poeeible dbte thbr 
Imboco figurer cm be included vould be 12 Janurn. As 1 rmdcrstsnd it, the hrco 

long range plsn vi11 be collpleted tovnrds tbe end of 1986 so it should be possible 
to met tbemr debdlfnes vithout dffflculty. 

The Ilusco atrbtegy review hbb been rcbeduled for discusrlon by the CPC for 
Ycdncrdsy 14 Flay. This 18 priurfly b PlbnniBg depbrtwnt require-ot bod 1 LXl=Ct 

.l4r Dermnis vi11 be dfrcwsing this vith Hr Crbvford. 
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Guring 1057 therr r:il *be three formal ~I%. >:a table belov rkovr the 
f.A.T ~o~?uctricr Boor* &e:ine dbtel together vith rh C 1b.t dry for input CO bllOV 

the cowoliCated B.A.i Lcdustrks pcpcr together v-.. ‘-5 a ubrratfve for ~8~0 to be 
preparer! SIC circulated. 

Input Dots tobrt? Heet?n& 

Karct LSE? QPP 
Juor 1967 QPB 
tcptanbcr LO67 QPR 

FrLday 24 April 
Prfdsy 17 July 
Pridby 23 October 

TUrSdb)’ s &y 

IUemdby 28 July 
Tucmdbp 3 Noire8bbr 

i3 bddLt:on there vi11 #host certbinly be occc8io~8 vhrn updbter of 
B.A.‘; hdu#tr~s#’ croup ectimbtcr brc required for one reason or another. 
b+XU!iBp 02 rhc need for accuracy bnd developments vithfn Iaabco. it abp be 
ncctsrary for me to contbct you. It is not, hoverer, possible to give dbtes for 
these in bd?mnCc. Bwevcr ve bre currently rcviev:na our 1917 aranbgeacnt reporting 
ciaetmble in the light of published qubrterly infonbtion, bnd I vi11 send you 
fztt!ICr fnfOr¶CtfOn IS ft bcCO8eS svbilbblb. 

I undcrstbnd that M Car as the B.A.T Industries Septtaber 1986 QPR is 
concerned, Ixwco will hsva b forecare l mnilrble OE 14 October which uiX ennble us 
to cblcolbte bn l rtlaate for the yebr to 31 December. Xn gcoerbl, quarterly profit 
bre&dounm v:ll only be armilbble in April after the ksco plbn hbs been L?cmliwd 
or in October. POr itt OWl Board PUtpOStS hrSC0 prSpbrt8 bn Uk817818 Of bCtUb1 

rerulrs for uch qwrrer together vfth en estimate for the next year to Ubrch. 
Although It iA too lbte to use bs hput for the UT QOE ve vould be grateful if e 
copy could coztlnucd to be sent to London for the record. 

B.A.T IzJumtriea vi11 he lncloding in fts rrsu:tr the BAT Croup Shbre of 
harco’m lntcrest in Trust Ca. bt the pretax level after uriting back ksrco's 
goodvill rrortiratioo. It Is uuderrtood that thh trcataenc vi11 not caumo 
difficulties for kusco 8ad that ksco till be bblc to ftamlrh us v?th d8tails of 
the tbx chbrgc bnd inmt Co. turnover. MI’s shbre of turnover vi11 be 40% of 98x 
of Trust Co. turnover. For background infomatiun ?t uould be helpful if w 
rtcefved COpieS of Trust tie’s bnnwl bnd qwrterly l CCouxXs in future bm the7 bre 

pub118h.d. It vould biro bc inccremting to have thefr Vecember 19Bs rsport 
together vich their arch bud June releaser. 

The ~oodvill l lrlog on the Ccnsur acquisition giver rise to l mevere problem 
in coaaectloe vith the BAT Induatrles 1986 ~CCOU~L~. The ~mco~ptobpectn0 

included l goodvill fLgure of C$SOO million on the bbsis of ketpiqg the dolt of 
hB8tbr ?iBbZICibl.. Gn the basis of dirposln~ of bll Cesutbr Iinenci81’8 eeetts 

aam Trust Co. thfs would be lncrured to cJtOO0 million before revaluation md for 
published bCCOU3tS plrpOsc8 IUSCO 18 brortizfng thir Over 25 yebrA* me 4% per 

l mua rate is s blcad lnrofsr 88 part of the C$lOOO million vi11 be represented by 
rerclaed basets ttut vi11 be vrlttrn off over c much rhorter Period tbsn the 40 
yebra normblly bdoptcd for intbngihles. 
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3 Somers Esq -3- 13 Ocrabcr 1986 

The main problem ae far as 6.A.T Indurtrfcr ic concerned La not the profit end 
106s accouat effect of goodulll but the balence sheet fmplfe8tfoor. Par B.A.T 
InduotrCcs 1986 consolidation purports it till be aeceseary for the Croup to aat 
off its rharc of LILaseo’s ~oodvill egelnmt reserves. The total Imeco goodwill 
could be anyvberc ktuccn C$lOO milllon or C$XlO aiXloo lcre than the current 
csthctc but hnsco will not have to firs up 011 a figure for ftm awn publf&ed 
eccountl until the brch ycm-eod. In rhe meantime 700~ agreed to look into the 
po6slbllit7 of tirco updating the goodwill figure in pur keaber qutt8rly 
report. This would enable B.A.T Induetrfar to bare ftr Daceaber 7oar-end l ccountm 
oo recent published Imerco inforutiw. 

Save for Gcnst~rh’nart Co. IUBCO~S accountlug is very simflar to tbc US 
CA@. The on17 material difference would sou to be ‘extraordinary item’- where 
ahtide follovs the UI rethrr then the US. The 4cqufrltioo aecouxitln~ for Gcort8r 
vi11 have lcrr of an impact after the dieporale heve been completed. xt *till ham 
to be eeen hcv far the Imarco carrying value for Trtmt Co. and iaeom8 reportfag 
follmm US practfcc. In th:r context the SEC us7 be emlog up in its requlrerentm 
and also clmrrgcr in Camdim accounting for finaoclel cervices are under 
diocwrfon: in this context we vould apprecLate a cop7 of the report you are baring 
prepared on US/Canadian CM7 differences for Tnast Ca. Iron an audit pcrrprctive 
the PU audit of Test Co. vould not meem to csume difficulticr. Also Dcloittea 
review the Inmco December announcement and till have completed the balk ot the 
adfc vork on IMSCO’S March accoustm before rl@ng off the December 
B.&T Industries accounts. 

Yours 8Loccrel7 
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