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1. PHILIPMORRIS

(a) Financial

PhilipMorrisCompaniesInc.resultsfor1992werepublishedinJanuary.Profits

aflcrtax,atUSS4939mns,were17.5%upon thecomparableresultfor1992.ne
20.0% growth expectationwas achievedat earningspersharelevel,becauseof the
sharerc-purchasescheme. (Earningsper share for 1992 were S5.45,againstthe
comparable1991 figureof $4.54).

Other Key Results(US$ Mns)

OperatingRevenues (EstdNTO) 1991 1992 :L%

Domestic Tobacco 9384 9869 5.2
IntemationalTobacco 6836 7527 10.1
TotalTobacco 16220 17396 7.3
Total02eratingRevenues 48067 50095 4.2

-OperatingIncome 1991 1992 :L%

Domestic Tobacco 4774 -5185 8,6
InternationalTobacco 1694 2018 19.1

TotalTobacco 6468 7203 11.4
TotalOperatingIncome 9910 10960 10.6

Domestic tobacco continuesto generateslightlyunder halfof allcorporateprofit.
Despitethegood results,PM's sharepricehas fallenacutelysincethestartof 1993,
largelybecauseof analystconcern aboutdownttading,theincreaseof FederalExcise

Tax by S2 to $12/M in January 1993,and speculationabout furtherand radical
increasesfollowingtheinaugurationof PresidentClinton.

Firstquarter1993 resultswere publishedon 20th April.

(US$ Mns.)

-OperatingRevenues (GTO) IQ92 -IQ93

Domestic Tobacco 2440 2543 4.2
InternationalTobacco 3540 4153 17.3
TotalTobacco 5980 6696 12.0
TotalO_peratingRevenues 14051 15189 8.1

Operating Inconie IQ92 IQ93 + %

Domestic Tobacco 1027 1016 -1.1
InternationalTobacco 572 675 18.0

TotalTobacco 1599 1691 5.8
TotalOperatingIncome 2486 2700 8.6
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(b) DlyersifiedActiyitle

PM didnotmakeanymajoracquisitionsinthefirstquarter,despiterumoursinlate
1992 of a bid foreitherHeineken or Fostersbrowing interests.Smalleracquisitions

were:

Terry's(UK)

KraftGeneralFoods InternationalthroughitsJacobs Suchard subsidiary,announced
itwould acquiretheupmarket UK chocolatecompany from United BiscuitsforE220
mns. Tcrry'sUK market shareisunder 5%. PM spokcsmen toldthepressthatthe
Company aimed tobe number one intheEurop=. chocolatemarket.

Cesmcge

A Hungarian chocolatecompany, alsoacquiredby Suchard,from Stollwerck.

Marsa Nfargarine Sona3j

In April,Jacobs Suchard announced the acquisitionofa 50% shareinTurkey'slargest

edibleoilcompany. De pricehas not been disclosedbut Marsa's 1992 saleswere
$171 mn. Marsa isa subsidiaryof SabanciHoldings,which isPM's partnerinthe

recentlyinauguratedcigarettejointventure.

FENISA

(Late 1992) PhilipMorris Inc.bought a 7.9% stakein Fomentus Economicos
Mexicanos S.A., a Mexican conglomeratewith significantbrewing interests,
includingthebrand Dos Equis, T'heholdingwas acquiredfrom CitibankforUSSISO

mn.

Molsons

(January1993) Millerannounced itsintentionof takinga 20% holdingin Canada's
Molson breweries,aswellas allofthebrewery'sUS basedimport operations(Molson
BreweriesU.S,A. Inc.).The dealisworth US$270 mn, and was completed inApril.

0(hers

Suchard iscurrentlynegotiatingto acquirethe Hag coffeelabelfrom Crippa&
Berger(inItaly).

T'herearecontinuedtraderumours of a KraftGeneralFoods Internationaltakeoverof
United Biscuits,whose name has alsobeen linkedwithCadbury.

(e) Tobacco Acquisitions

PMI's tobaccoacquisitionactivitiescontinueto focuson EasternEurope.
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Russi&

PMI announcedinApril1993theacquisi6onofa 47% interestinajointventurewith
theKrasnodarskcigarettefactory(plannedcapacity25 b.p.a.).ThisisPMI'sthird
Russianventure:theSamara jointventue isalreadyproducingMarlboroand a deal
has been made witha plantin St Petersburg(December 1992). Later,Izvcstia
reportedthatproductioninSamara had stoppeddue to low marketdemand becauseof
highprices.

Lithugnisk

PMI announced ajointventurewith theKlaipeda Tobacco Company, one of two in
Lithuania.PM] willhave65% ofKlaipeda,forUS$40 mn. The plantwillproduce
Marlboroand Bond StreetandL & M brands,amongst others.

L93ii

PMI made an offerfortheRigafactory,butSTK won thetender.

CzechQslovskia

Pl@U increaseditsshareholdingin Tabak Kutna Hora (The Czech monopoly)to
77.1% inMarch 1993,bringingtheiroverallinvestmentto a rumoured$420 mn,
inclusiveofacqusitionand refurbishment.

Tgrkey

Philsa(Turkey)thePhilipMorris-SabanciHoldingjointventurehad thefirststage
ofitsplantformallyopenedby Prime MinisterDemirel.

(d) Brand Marketins!

ne major focusinthequarterwas PM (USA)'sdefenceofitsMarlborobrandinthe
USA, culminatinginan announcementon 2/4/93thatitswould reduc--thepriceof
Marlboro,by couponing/moneyback offersand similarpromotions(butnotby list
pricereduction).nis issaidtobe a resultof readingsof a testmarketof such
schemes inPorliand,Or. ne announcementhad furthernegativeaftectson PM's
shareprice,as italsoaccompanieda forecastthatPM Inc.would notachieve20%
growthin1993.

Pricereductionsby PM were alsonotedin Braziland CostaRica,@;-herethePM
subsidiaryinitiateda pricewar by reducingthepriceof itsleadingbrand,DERBY, by
37% and thepriceof Marlboroby asimilarpercentage.

PM introducedL & M atverylow priceinSpain inthewake ofan priceincreasein
January L&M was launchedata pr-iceofPtas 160 1)erpack,intwo vcsions(LiF..hts
and Full Flavour),undercuttingthe previousbest value USiB's(Lucky
Strike/Chesterfield)by 30 Ptas,ata priceonlyPtas10 aboveFortuna.
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In termsof productinnovation.PM have rcmtly been tryingan oval UL pack
("pocketpack')(4-6-6Aformation)forPhilipMorri3Superlights,inFranrc.(Mis
willnow be extendedto Switzerland).InMarch a new versionofL & M, Artgerecht@
was launchedinGermany: inlimiteddistribution,thebrand featuresa leoparddesign
filter.Market impacthasbeen minimal.

PM appeartohave been relaxingMarlboro communication guidelinesboth inthe new
BST UK Campaign, and intheDutch "Name of flavour/colourof flavour"campaign.

'(e) TradtMarketing

PM (USA)aregivingheavyemphasistotheirRetailMasterskeyretailerprogramme.

In LatinAmerica, BATCO. companies are reportingincreasedPMI - KGFI co-
operationon distribution.

(f) Pgople

Mr. GeoffreyBible,VP ofPM International,was appointedexecutiveVP worldwide
tobacco.This unifiesPWs tobacco operations,US domesticand international,under
a singleexecutive.

Mr. James Nlarganwas promoted to SeniorVice Presidentof Marketing; allbrand
groups willreporttohim.
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2. R J REYNOT,DS

(a) Financial

RJR published their 1992 results. Profitsaftertax were US$ 753 mn, up by ovcr
280% ftom 1991'scornparableresultof$195 nin.

Other Key Rgsuitl(US$ Mns)

OeeratingRevenues (EstdNTO) 1991 1992 ±%
Domestic Tobacco 5861 6165 5.2
InternationalTobacco 2679 2862 6.8
TotalTobacco 8540 9027 5.7
TotalOperatinp,Revenues 14984 15734 5.0

Operating Income 1991 1992 :k%
DomesticTobacco 2226 2112 -5.1
InternationalTobacco Soo 575 15.0
TotalTobacco 2726 2687 -1.4
TotalOperatingIncome 3646 3634 -0.3

RJR tobaccooperatingincome declined,and theRJR sharepricedeclined..

Tle main focusof interestin RJWs activitiesduringthe firstquar--rwas the
possibilityofa scheme tofloatoffa partofRfR'snon tobaccointerests.The motive
ofthisseems tobe stockholder(especiallyKKR) dissatisfactionwithRJ:-,sprogress,
and a wish tofinda mechanism toraisefurtherfundspay down the dc@,tmountain
(currentlyaboutUS$14 bn) thatresultedfrom the1989 LBO. The s--*-,_,mcwould
initiallyhave soldsharesequalto 25% ofNabiscosectionof RJR, an@thiswould
have raisedaboutUS$ 1.5bn. In a secondphase,furtherseparationof food and
tobaccointerestswould have proceeded.

T'hecreationof a new stock,"RN - Nabisco",would have freedthes@.@epriceto
some degreefrom "thetaintof tobacco".Itseems unlikelythescheme -.rillproceed
inthewake of (a)personnelchangesatRJR and (b)thePM announc--nents.Itis
possiblethatPM's pricereductionannouncementwas timedtodamage t,@!scheme: it
alsocoincidedwithR.JR'sAGM on 2nd April.

ExtraNote: RJR announced on 13thAprilthatthescheme would procttdbutwould
be limitedto 25% of RN Nabisco,withthebalanceof PN Nabisco!@,ares(75%)
beingheldby RN Reynolds. RJR Nabiscostockwillbecome RN Reyno:dsstock.A
tobaccodividendof 32 c per share- thefirstdividendsincetheLBO iz:1989 - was
cancelled.

RJR'srirstquarter1993 profitsaflertaxwere US$164 mn. compare6to a lossof
US$ t5 mn. inthesame periodlastyear
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OReratingProfits(US$mn.) IQ92 IQ93
Domestic Tobacco 512 500 -2.3
InternationalTobacco 139 159 +14.4
TotalTobacco 651 659 +1.2

(b) DiversiflgdActivities

RJR are said to be interestedin acquiringa holding in Royal Brands SA- This is

(what used to be) theNabiscobusinessin Spain and Portugal,acquiredtoTabacalcra
SA in 1987 and 1989. RJR are saidto have bid L95 nm for50% of RB, but
Tabacaleraaim to sellthecompany entirely.(Initialagreement on a E190 mn. bid
was announced by Tabacaleraon 28th April:the deal is subjectto Spanish
government approval).

(c) TobaccoAcquisition

No new acquisitionswere reported.

RJR Espana, a jointventuremodelled on BAT Espina and PM Espina,became
operational,witha 50% holdingby RJR.

RJR announced thatthey plannedto enterthe Indian market, ITC reportthat
goverment approval,deniedin1992,has now been granted.

They are alsolobbyingforthe abolitionof the Czech monopoly, so thattheycan
compete with PhilipMorris.

(d) BrandMarketin

RJRwereactiveintheMiddleEast:Agreementhasbeenreachedwith Iranto
produce Winston under theBistoonname.

RJR are being aggressivewith pricein Europe: Winston was droppedin pricein
Finland,being deployedas a "value-pficed"brand, and in France itspricewas

reduced to the10 FF levelinJanuary.This realignmentof Winston atnon-premium
pricelevelisnotuniversal:inSpain,RJR willbe usingGold Coastand Magna asits
low pricebrands.

RJR have introduceda new advertisingcampaign for Winston

'

in theUSA. In
Europe, they introduceda new Taste of Adventure campaign forCamel, based on
adventurecinema themes. The campaign has a 1940'sfeel.

On 26th April,RJR announced itsresponseto theUSA PM pricereductionplans:it

will discountWinston,temporarily,untilend June 1993 and conduct'increased
promotionalactivity'forCamel.

(e) Trade Marketing

NTR
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People

RJR!sChairman and CEO, Mr LouisV GerstnerJr,resignedinMarch, totakeoverat
IBM followingthedepartureofMr. John Akers.

Mr Karlvon derHeyden (FinanceDirector)and Mr LaurenceRiceciardi(General
Counsel)were appointedco-chairmanand co-Ceos.Thishaseveryappearanceof an
interimsolution,not leastbecauseboth men retainalltheirexistingfunctional
responsibilities.

At RJR Germany, Mr Hans JoachimWeder replacedMr PeterBartonas Chairman in
DeceTnber1992. Mr Bartonisbeingtransferredtobe VP salesforEurope,Africa
andtheMiddle East.

C:)

CD

BATCO document for Province of BritiSh Columbia 26 October 1999

BATCO 00090742



3. ROT]IMANS/REMBRAND3:

Finjincials

Rothmans financialyear ends 31stMarch. Resultsfor 1992 should be availablein the
secondquarier1993.

Non Tobacco Activities

NTR

TQbacco Acquisitions

Rothmans announcedajointventurewiththeNevo TobaccoFactoryinStPetersburg,
Rothmans have a holdingof75%, and arepayingUS$ 55 um. A new plantshould
come on streamin 1995,witha capacityof 20 bn. ThisisRothmans firstdirect
investmentintheformerSovietbloc.

There was no furthernews ofRothmane reported20% interestintheZagrebfactory
inCroatia.

IntheFar East,ajointventureisplannedwiththeBan Thanh CigarettefactoryinHo
ChiMinh City,Vietnam.

Qngoing Tobacco Activiti

-ne majoreventofthequarterwas Rothmans'announcementof a restructuringofits
FarEastoperations.

ne new company -Rothmans ofPallMailLtd -willbeincorporatedinBermuda and
Tunfrom Hong Kong. Itwillholdtheinterestscurrentlyin:-

Rothmans ofPallMall(Malaysia)Berhad.
Rothmans Industries(Singapore).

Both of theseare50% publiclyowned. In addition,itwillholdsmallerRothmans
subsidiariesinJapan,China,Hong Kong, South Korea and Taiwan.

Rothmans Internationalwillown 50% of thesharesinthenew company -thebalance
"'Ilbeheldby Malaysiashareholders(39%) and Singaporeshareholders(10%).

-ne reorganisationisbeing sold to shareholdersby Rothmans as "constructive
reconstruction",to enableitto attackFar Easternopportunitymarketsin a more
coherentway, Itislookedatby analystsas a way of unlockingthecashinthe
existingpubliccompanies. The reorganisationis alsoconsistentwithRothmans
International'songoing restructuringof the group around four regionalChief
executives-inthiscase,theAsiaPacificregion.

Ul
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ne Australianand Philippinesinterestsarenotbeingincluded.Both areproblematic
atpresent.Rothman'sAustraliansubsidiarygave a profitwarningof a 15% decline
for1992,inFebruary;Alhambra Industries(Philippines)isbeingclosedthisyear,
and SterlingTobacco,the second Rothmans operationin thePhilippines,isbeing
.reviewed".

In Europe,Rothmans consolidatingitsoperations,closingtheTurnhout and Liege
plantsinBelgium,and restructuringBrinkmann Tabaks Vcrtrieb,itsGermany RYO
subsidiary.

Rothmans has setup a new subsidiary,Rothmans InternationalTobacco Products
(RITP),toberesponsibleforproduction,salesand marketingofnon cigarettebrands.
One main taskistoattacktheLTK shagmarket; RITP'sfirstlaunchisCutter'sChoice.
The company isbasedin Amsterdam.

Rothmans'plannedplantin Nigeriaseems unlikelyto be finishedthisyew: Mr C
Murphy hasbeenappointedMarketingDirector.

4. REEMSTMA

NTR

5. m

JTI appearstobe headed forprivatisation.Two-thirdsof a millionshares%willbe
releasedtothemarketby theMinistryof FinanceinFinancialyear 1993-4.(The
Japanesefinancialyear is April-March).This flotationisthe maximum legally
permitted,withoutchangingthe law. ne floatationhad been plannedearlierfor
financial1991-2,but was postponedbecauseof the Tokyo stockmarket'spoor
performance.A listingon theTokyo StockExchange isexpectedin 1993,withan
auctiontoestablishtheactualprice(probablyafterM's 1992-3resultsareavailable).

JTI continuesto attempttoexpand exportsaggressively:theyannounced planstosell
5 bn toIranin 1993,announcedplanstosetup inIndiaasan offshorebaseforexport
manufacture,and areincreasingthenumber of exportmarkets.(33 in 1991,42 in
1992). HithertoJTI'spresencein Indiahas been limitedto a technicalservices
agrcemcntwiththePhilipMorrisassociatedcompany.

6. SETTA

Financial

Scitaannouncedits1992 resultswithprofitsofFF 341 mn (L40mn), up by 122% on
1991'scomparableresult.Scitahad,however,predicteda FF 590 mn profitatthe
halfyear,announcedinNovember 1992.

Privatisation

The run-upto the victoryby the RPRAJDF in the Frenchelections,increased
speculationthatSeitamight be privatised:a formaldenialwas issuedby Mr. M
Maivy, theBudget MinisterinJanuary1993.
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7. TABACALERA S.A.

Financial

Tabar,aleraS.A.reportedconsolidatedgroup resultsofPtas18998 mn (EI05.9mn),
13.4% down on 1991.

I'hetobaccobusinessprofitsactuallyroseby 3.5% butincreasedlossesby diversified
businesses,particularlyElosua S.A.,reducedthese.

Tabacaleraboard is expectedto approve the disposalof the largestdiversified
business(RoyalBrands).

8. MONOPOLT DI STATQ

NTR
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