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Tob-iccoStrntoy-YGrotto

A meeting of theTobacco Su-.i(egyGroup was held on 71ursday 3rd September, 1992.

Present: Mr. U. (3.V. Herter. Mr. D.P. Allvey, Mr. B.D. Emmley,
Mr. A. Monteiro de C2s(ro. Mr. R.I. Pritch2rd, Mr. T.E. Sandefur,
Dr. B. Scliwr-itzcr,Miss H.C. Barturi(Secretary).

Mr. E.E. Kohrhorst was present throughotitthe meeting, Mr. S.P. Chalfen was
plc$c:itrUrilciiis48 alid49, aiidMi-. D.(]. SICVCJISrOL'!Lejiis50 to54.

Apologies were.rccciyed fror.-ib.-fr.Brown of Iniasco.

?vliiiiitesofthe PrevioiisNfee(iilF!I)TlttersAi-i.,;ijil!

1. r@Ir. I-Tcricr wclcomcd the mci-,bcr3 to the first mccling of the rcnwned Tobacco
Sir-atcgyGroup, particularlyilienew mernbers Mr. Alivey and Dr. Sc,%weitzer. The
maitttrsarisingnototherwiseincludedinthe Agenda were discussed.

2. CoiircrenceotiSales and Disti,ibijiloii: A possibleConrcencc on Sales and
Distributionwas disc,,isscd.It ,@asi!reed that,sincethisisa str-@LE.,icissue.conditic.,is
are chang;ngquickly,ind thee arewide differencesbetween the ni@;kets,:Lhigh lc-.,el

cuiircicii,.;cwitlia Uiiii(cdjiuiiibl:rof purticipari(sITithe Springof 1993 would bi:
valuable.Nfr.de Castro willask Nfr. Andrnde todrafta proposalror a conrerencz
concentrzti-,igon strategicisstiesbitnot ignoringthebenefitsthatmay be obtained'rom
COVC.Iijigopczt:ci,.zl L,fj-.A4ir3i-a(Jewill diany 01) LliccA@,CrLis;:or a gruu?
includingNlr.Niede--,-niiiii,iNIr.Fitziiiauriceand a BATCF de!e.,ateto be adyiso-by
nr. 7.-.1-pro,7i)Qlwillbe disctisse-dat thenext'fSC,me@T,.iigon 2rd
Dcc.cnibc.-.

3- FxcL,;p! Nr. IlLr-ii-r@.lqi,;kcriNfr. Ilinglininin pro-.pire.I str-r,!,,oyr),i:-,-ron
Nvhic.hcan bc usc'. ind:sc,.js2ion-.Yiihdiffc.-c.-itCoycrnmcnts, to be discu3scdatthe nc.'(t
TSG

4. NcN%-Nfnrl@clskfcctiiig: A dntc forLlicncxt Nc-,v"farkcismcc-.:,Igwill be dijcj3.-@cd
with the Chc--:'rniz.,lor-.-,the latcs,,atthe nextTSC mccti'ng.

Nf.irketiii

5. ]3r-.indV;iliiition: )fr. Bi-iiiileyrcportedthat the BATCO docunic.-Iton Brzrd
VaJti.ition%%-ouldbe publi@-liedby theend of Scptcnibcr.A BATCO seninarisbe@ng
arr,ingedrurkey ivf;Lrkcting;indFinince st@irfincirlyOctober InordertoImplement this
new tooliiithe1,-trzc.-coinp-iiiics.Itwas aprccd (hotone Marketing and one Finance
reprcscti(ativerroiiicicitof Brown & Williaiiison,BATCF and SOU22 Cruz would be
involyedin thitmcclingso thitificycin ijitrudticcthemcthocfologyinparallclwith

BA'I'Co. 'I'hissliouldenablt!ittobe appliedto allkey brandsin key countriesin l@9"j.
kfr. Ttraniliywillcr)nrlrlnilietiirp.nr iiie.mc,.t-.tingin the wei@icenminencine 7(h

Scplcnibcr.
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6. Competitor Cost I%Iodel,Ai3alysisind Activity : Nfr. Ailvey expwned thatthe CPC
liallrtquntcd A Nli;ucliuldcrpeisvectiveon themain tob-.iccocoiiipttituts,wlilcliwould
requirean understandinizof theirwhole busiiicss.ne -concei)tof a Pmodel' was a
common approach to inalysingcoinpetitorv.Brown & Williamson 21re-adyhive a model
of theliiipactof priceincrcascson PhilipMorris'resultswhich theyuse asinputtothci*r
own pric-.ngdecisions,and 8A*ICo use siiiiilarmodels. hir.Eckinarin'spaperwas a
tise(tilstimniiryof thrinrnrmitinnand analy.%i.@nmfed by market. A view willthenhe
needed of how the corporatecentrcswillrcact. This willrequireknowledge of the
organisationsand personalities.Mr. Allvey wiU cd-ordinatetheproductionof a paper
to be.rfisrii.-,-riiat.the nextTgn to %vtotitthe rormat,rreqtiencyand cnvemee of an
anniiadcompetitorrevi*cw,as partof the plannin:cycle,williquarterlyupdoics,for
example, coveringproductlaunctics.liewillInvolveNlr.Eckmann, hlr. Bbighnm,
and sinii!arstafffrom theothercompinies. Itwas agreed thatJTI shouldbe added to
theconip-titorsto bi!--nalysedby Pro%xn & W;Illatnson.

7. Frnnce :The coiiipei;ti,,-esi(iiitionin Fr-anceand the strategyof Sc;ta,in France,the
reztof Europe and Arrica,were discussed.Itwzs agreed thatin view of the sizeand
impurtatictu( the Fit::icliiiiiirketiiiifit:iitidd',cur Eurupc ajitlBAT*3 lat;kur SuLet.@s
therc,Nfr. ]3i-aiiiley,votiidiskNfr.Renibtsze%t-!5k-Ito reassessour approachto Franc:
and topropose forthenextTSG niet!ting2 strnie-,y.

8. Getl?iiiiv: BATCR- hi-ica ccii(iiigcncyplanin ,heeventthata pr:.c--,varisir@L--tedby
:Lnol,@er'c--mpetilor.7iie.feiris thata compet@for siichas RL)thm;knsmay ir,@rc<iitce
cliczp@erb,-.,rds.Ret:,-.tsinaisunlikelytoinitiatc!owerpricessincetheirlow prictbrand
hasthehi:!@estinarketsliareand isprogressive,Outtheywould probablyroiiowirprices

0were. Tr cnnip:inir--,r-Aisr,.prirc--,qfh't-%mieht wrll ercni3r-.tpcthe ctirrrnt
down-tra@,'n-,to tobac:o rollsand promote, an inc.-cascin border *,Mdc which 3clI for
about hi-11P.,'ce.T@.csame pressuresare limi(ingBATCF's abillivto Increaseprices.
P,hilip apT,-@ears',obe unde,@considerablepressure rorproritan'@thus see-.sto be
likelyto to it,-ohces higher.

9. Br-.tzil: -i*.-..zGove.-n,-.,e:it'sd@-;sit),i,o iiie.-gepricecatec-oriesITT ard IV isexce!lertfor
Souza C.,--zsincethey @-villnot need to lo%verthe@rpricesand loses itsad,@aiLzo,@,
ll,hilip%fzT7*sare thre@.,,.tiingto sut:the Br-azili;inguyemme.-Ituver the dmisiun. @;ie
p@cc catc,:.-oriescould di&irpe@irwithin3 to 6 -ronths. SotizaCruz have cor-tirgency
plansror includingInunchingViceroy rroi-nBrown & W:Iliainson.Nfr. Er-aruley
cuiiijiiciitc--@iliutL&NI tu Lc bt:,.;uiiiiiig?!Iiiil)NfUl115'luw piiQc Utaild illU- till

- ------ - America,"I@ddleEast,japanandChina.?@Ir.deCastrore,,.Orledariiiiour',@.atR.J,
Reynolds@-7ethi*nl--ingerretur:@.ing:o13raiil.

10. JTI : iN,r.Br-aizilevrcpoi-t-,d[lintJTI give thrm reasonsfor t,@eirpurchaseof
NI.inclies:c:Totl;kcco

.
th Virgin;a:oppr)rttinifiesforown 1-;hclin Fiirnpe;7-exrenonce.wi

and therciat-'.Yccaseof exportingtoTai%vanfroiiUK railicrt@,,anlafan. They areai3a
ricgoti3tir,g.vithH.J. Peytioldstoliccicebrands.

11. Isitcrtinfloii.,ilCigni-ctlct\lni-l@ciiiigIiiroi-iiinfloiiS),s;tcrn- ',%fr.BraiTileyreported that
ifiedeve!c;rnentIscor,,,plete,a pilotisno%v runniiig,Finditshouldgo liveIn early

Octobcr.
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12. 9,OtliAnjilversoryTobacco CotifcrcriccrMost guestshavc acceptedtheirinvitations.
All speakersareaware of theirtopics.NlissBlack willcommunicate a c4ommon formal
forslides.

KcX Nf:trkcf!i

13. Fxporis to Ceiitral/IE=sternEurope : Dr. Sch%veitzerrcl>oriedthatsalesare nearly
clvubit.tliu-%cruriticsaiiic@x:riudlastyear. In theyt!urto theend of July,thehlghe@-t
salesare to Romania. This willchange in August due tohiph Shipmentsfrom RATCF
(700 million)and Brown & Williamson(250 million)to Russi2. Orderscurrently
c.xc&.::,Jpiotluctiuiicapabil;iy(iijaiiiiiiiy,)iiiBATCF. Bruwij& Williamwn have oTaer3

awaitingmoney. Souza Cruz haverec.-,*.vedmoney for250 millioncigarettesforRussia
and Ukraine,andhave.;%letterofcreditfor250 millionmore.

14. NTr. Ifetler i-,,jsedificissiieof brands zr@dprices in these ne@v markets. He pointed out
thitoiirexpnrim;irp_insarepoing down -inrlitizgrqi,.dIli-.itwe are.pricingtoo low at the
low cnd of tho;market. Itwas est;tbli3hcdthata varictyofbrands isbeingsoldatprices
rangingfroinS9 to $27, witlithebul'Kat $15. In some casesthesame agentisdealing
with threzor more BAT coiiipanicsa.-idisableto play them orr2eainqtone another. It
was agreed thatthe brands offeredwculd be restrictedtoStateExpressat $27.50,Kcnt
at $20, HB, PallMAJI and Lucky Strikeat $15, and Hollywood and Viceroyat about
$10. This listmay be furtht!rrestric:cdwhen theiiiar@-ctsare more developed. Itwas
agreed that BAT contactswith one :gent should be funne!ledthrough one B,@T
rt:prt:@ent;iiive.The seniurOper-aiingG:oup inanagers,Nlr. 'tnlilteliair,Alr. Tomnt,
Nir. Perelr3and Nir.Reniblszewski,@Jreadymeet quarterly.Nfr. Herter wUl ask
them, -attheirnext meeting,to dra@vu:)a planfor Ce.-itraland Easern 1-:uro;.e,cove,-:n,ft
br;uids,pi-i'cesand advei-tis;iig,ajidtu imuiiijjici:dtheurg,uiis;-,tiurirrquirtlitu inakt:tht:
abo@,cgujdclir@cswork.

15. Group orgimZ5ation for IZu-s5ii: %fr. rc:;@or-cdthatthe orrict-in lfos @wc-
mainlycoveed @heNioscc-.,.-,e,2icn, !"'ccounir-y;ssovast !batmore of,iceswould
be riee-dcd.ItA,.ksigreedthatSAT sho-,ilLJhave one or3anisation-@'nRussiawhich should
expand asqtticklyaspossible.%lr.Irer@erwilla.@),'.'@fr.Turnit ,tndNfr.i'@ficdonaldto
proposea planirortris.

16. Nc%v Nfnrl(cts-Nlr.ITeticrrcporicdo,-,!hepregrc3s-,,,idcwith rcspocttonc-.yrrarkcts.

Unigiiay : Nfr. de Cii:;Iroreportedt@.zthe cxpe-zis;n the ne-,rl,uturea reportfrn,-n
Citibciiikon a miajortobacco comp.-..iy:n

18. Cubi : Ntr. de Cnstro will visit Cjba in Seplc,-nber to esLaL@lishUnks with the
nionopoly. A similar approach h-,idbeci MIL!C by P.@ilipNlorris, but toc,@nici.-,nr.from
Cuba liadnot beciigraii(a visas to visitPi@ilipty',orrlsIn the US.

19. Nlercosur --gooz Allen's final report ;s due at Souza Cruz on 14th September.
Nti-.lfeilei-,I%Tr.Di-.ktiilcyaiidNfs-.Ouiitwillbe iiiAigeii(iiiaaitific14(h,15titajid
16thOctober. Ali-.Bi-ijilleywillagrcc@vitliLllr.de Clistrowlienwillbe convenient
forhim to correto Argentinadtiringthosethreedays for Booz Allentopresenttheir
findingstoilicNvhoic,group.
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20. Arrcullun i l@fr.Braitilcyreporteda problem with Pitz undercuttingDcrby In
Argentina.Itwas agreedthattheI)ollcyor brandsnotbeingexportedIntodomestic

marketswithoutpriorconsultationwiththeregionaland loc;@managementon pricinl,.
bmnds,andcompetitiveImplications,wouldbe rainrorced.

21. Pliiiippiiies:rvfr.Pritchard reportedon Wks withthethirdlargestplayerin themarket
(645r.owncd by Rothm2ns, Australia),to contractmanur2etureand distributeour
products.

22. rran : Dr. Scliweitzerrci>ortcdthatBATCF has shipped3.5 billioncj'rarettestoIranin
ilicyc@u to dateiulLIexpect to stlipailvilict500 iiiilliusi.The pliiiirur 1993 is3 billioti.
The Iranianmonopoly has apl)roacliedBAT with a proposal for a jointventure to
constr,ucta factorycapable of producing 20 to 22 billioncigzrcitcs(in a market of 30
billion),-.vitha 25 3 to'30% participationforBAT. r-xportsintorr."of 5 to 8 billiona
year ror8 years%;,ouldbe incfitdcdin thedeal.

23. Ailclcatipact : a',Tr.Duiit isiiicetirigNlr.dc Castro in t)icwcck commencing 7th

Septembertorescivedifre.,cilccsoropinion.A report,villbe prese:itejto(henextTSG
meeeing.

US Tntern.-itioiiniBrinif

23. I<etitisbelow budgct beciurz of (ho adjustrn,,.ntin Llong Kong but isup on lastyear. It
isdoing verywellIn lapiinbecauseof Uicbox styles.Nlr.Prltch;irdbelievesthatthere
Is a n)cssneehere for allinirkcis,ilia(boxcs willcc)i,,ieto pre@oiiiinateaU over the
,@L,or!d.The US Domestic :nnrketismoving toboxt!s2nd Ch;ri2is-novingveryquickly.
7-niscould bc an oppor-,uiityror the Group. Cipacit-ion the box linesIs a niajor

ccnsl:aintin Bro%v.-i& %V;Iliiamscii,The proposalfori combina,;'c.-,swas not enouph
and a nc,.vproposalwillbe madc as quicklyaspossible.

'Z3. J-uckv @ilrikehas a me@.vool(isLzrdaTdwhicn Is be!ie,.,e-lto be ",.!t:erthan Nlariboro.
niti.,;tnnw hc %x-or)(c-Atip.kfr. Rrniiileylnd t%lr.Tr;tc.'-iirtiwilldisciissthe

co@-ord-*n--tionof priceinc::,L3c-jinChina &nd -,ia:<ca pcpoial tot@,cicxtTSC mecting.
Nir.iferteraske@dinfr.P;-@tcl):irdto preparea n-,arl&,clby niarkclassessmentor pricing
p<).@itionror the next TSCI meeting. The u.@cof tticIJ.3and r-.tiropean2dve.-ti.-ing
carnpz@gnswas discussed. Nfr. ITcricrbclic,,,csthatc--chmarket s,@oulduse whicbcvc:
camp@ign -et!lsrnorec,;garetes.ItIs not a fre:clio,'ceas Itmus*,be one or ihe twc.

The tA-ocampaigns achieve@yi-ttithe only dcviatioisbeing 'crl@tngtia::.
br---,d:nlcg-,tyby beirg %%.ithone bec-.tjseore :s pack based wilile
the other Is Image based.

26. 13;ircliy: %fr.Fri(chird reportedth:itthe niz..rginfordi!;tribuiiontproughTiedeinannE
in LNon%-ayof $11.26/mi)lcIsbelic@,edto be adcquacc. The proble.-iiisthattheeffortis
going k-iiitidPflt)cc.Progressin rrince ison hold pc:@dingtheoi@corneof Talisman.
A testforCcrinany ls.bcingpreparedror 1993. Permula One cponsorthipwilland at
theciidif 1993.

77. PillNfili:Nir. willrrportinlhc-.ni-xtT.S(iiiirctingnn 1.@cdcvclnpmentqfh;;t
would be ncccs=ry to makc Pallbla)lintoa stratcgiccorcbrand.
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IIXTntcrnntioiial]3rincti

29. State Express 555 issellingwell in China. More M;Lrketing'SNnd wntildbe desimble
In China but this will be as@essed ag,-unstthe below budyct profitforc,=--A.7'he
dependence on State Express in China Is stillbeing discussed. hlr. Dr2m]ey reported
that BATCo.'s Markcline department believes that US Intemational Brands provide
support 2nd thatthere isno need for anothef UY.IB. Nfr. Herier willdiscussd@3 issue

furtlierwitliMr. Bruizatcy,Nlr. Adji= and Nlr. Remblszewski following his visitto

the Far East.

29. Bexisun& fledgeshas problems in New Zealan8 (with(he movement to RYO),
Austrnlia,Nigeriaand M21aysia. The qualityof theproductisbelig reviewed.

30. Playet-s Gold Lcar is pi-ogt-c5s;vc.Tiie qualitylia5bccii iiiiijruvcddild(licre.i3 nu'.vd
major review of the packs, advertisingcaiiipaignsand blends.

31. Jol)nrlaycr Spcciat isbeingii5cdtacticauy,forcxajiiple,as a low pi-icebi-andin
bwaysia. 'I'hcbrand o%vnershipiscoiiiplic:itedwithImperiiloa,ningitin theEC (and
1;cen.@ingitto Reemt.-mi in ,zomemirkH.@z),anriBAT inR%FTA. *,Ir.Tlrnmleywillask
Nrr.lzcinb;sze)iskito propose-t31ratcgyforthisbrandforthenextTSO metang.

32. Philip@lorrisin Ciiiiia:illvlr.BrniiilcyreioriedthatPhilif)Nlnrr@,%i.%nntexrr--tr-iin
introdkicea to-.vpricebrind in China in thenc-mrfuture.Nfaribo.-o'S3horcof importiis
lo%vertt@anth@-itor State]Express.PhilipNforrisIsspending hca,iiiv.ne supportror
Ma.ribo,-oIn 1992 isbelievedtobe more thnnS20m which ismor= t@aiiBAT willspend
an itsfour major brands in total.PhilipNfQriishashad problems -,Yi(hC.\ITC and wiL@
countc,,'eits.N[r. Br-.imleywilldistributecopiesof BATCo.'s p,21>eron the latte.,
subjec,to the mc:nbcrs of the TSG. Nfr.Sandefur belic@-es1,1'ztthe lonee.-tc.-m
opportu,iityinChina isforLucky Strikerailic.-Lha.-iKe,.it,sinceit:sfullnavoured.T're

adlec@itc:d1.0 it 114-5ficvc.-licc:i@Lx:llt.Nfr. Ift:@t:riitidNlr. Brimley
li@einos-@'tionin Hong Kong o,-i@/thScr-@c:-.ibc7.

31, Unf Trading Pro,'Pcf: Nfr. Pritcli:it-dwillhead up a team inc!L;diig;\fr.l@enneman,
Nir.Iletisman, Sno"desi, Nfr. Ir;xi-r@5onand i@fr.Bi-ucc-Nlillcr.ne briefwili
includeevalua[ior.of the opportunityas we!] as iinplc:-icn:alion.7;-,erc"ortto thenex@

ta(icire--K-,qttc-siionsstichiswho arefhecomp-e!;!ors,who willbe the
cuscomc.-3,will :@c factt@.-,ttBAT is li@c!vio bc a cc:iiF@--'itorbe ai impcdimcit, a.-I@
what re!um isexpected(theiraccoiintssh@,.yiliatscineof the competitors m2-k-e
low return.@).

34. fligtlU:lf C05,S de C.-isti-oreportedthatBrazilian]3urlcyIsmore expensivethan
Chileznbec-.itiseof higherpro(ftictivityper he-.tucbasedon irrien6oninChile. ne
qualityof tho Chilean leaf;sclo.-eto thatof ]3razit;onbut itneeds to c.-tablishitself.
Nfr.Pritcliardrecommended thiliticcaiiipuisonshouldbe or In-ble.,idcostratherthm
thepriceto rarinersin order(o takeaccount of thecostof technicalsupport.sorting.
etc. Nfr. de CuNtro willprodticefullercostntjinberson thisbasisforthenextTSC
meeting.
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35. Tr-.iiningIn bleiidljig Mr. Kolinliorstreportedon a meeting of seniorblenderswho
ldentiriedthe desirablequdities of. qntjrcetnf, and Eminime ror fu(tireblenders. 7"ne.
next sti3psare to icomplete the design of the trainingprogmmme, a.35cssthe currcnt
blendersand design a trainingprograinineforeach blendcr. The assessm

*
ent isexpected

toshow thatBAT has many blendersat lcve!sI and 2 and very rew atlevel4. In view
of the 10 y= time scale to tr-.unup (o level4, therecould be a need to recruit
cx.periciicedbluridt:rsrruiticompetitorsor rrom bestprncilcecompanies such as cofr=
a.ndleacompanies. One problem has bee-ithattherewas no careerpath forblenders
and t@.eirimporttncewas not recogriisedin pay Lnd status.hlr.KohrLhor-stY,,,=asked
toitia@ea iecot)ijiiejidittiutito (fit;itextTSG meetingon how toprovidea careerand the

rightpay and statusforblenders.

Srnr)hingn-iili(X

.16. Smish-ingQiiilityS(titly: 'i%4r.Kolijihoi-5treportedthatIwo good ne,.vproductshave
been dc-,,clopcd&nd extrcii)elyYalLiiblework is availableon Llic ur
Marlboro tnd PhilipMorris' sjiiokingqualitystrategy.lvfarlborohas the-,:-.rreprodtict

2rntindthe wnrld, and riicotime.per ptiffis similareven w@,t!rethe us
levelsarc vcrfd;rrcrent.Nfr.Ilci-tcrask-edalliitctriber-sto ask theparticlv.--ntsin the
study to bricftheirMarketing colleagues. In particularBA*I'CO shoul@ be more
involvei,sincethe knowledge to improve blcndraprodticiscotildbe used in rnanyof
theirc-.r-ipanies.Nfr-.Bi-niiilcywill a3k Nfr. Rc:id to conduct a similar:lt.,dyfor
Vlrg;.ilziusing(he:neeliodologydeveloped forthisstudy.

37. Nfe-istir-.blegiiiok-liigQuaj;ty rnd;cutoi-s i This has been included ii t@.cPlan
The lc:itijigiiiL:IIivddevt:loptdbv the Smoking Quality Study Te:,.-,ls"lould

be by allcoiilpanj*cs.

Pi-oductloii

38. Pro(4tici@orinnd IZesei-veCapnc;ty TZc%,icw: Bro%4,n& Willianisc.'I'spro!L--:-.o:-,ssho-.v

that -@:11nin out of box aiidpi-iiiiai-Ycap.,:cityiii1994. Ir GIIC @4.t:rt:tu It:
they *.L,o;-:Idalrt!-ldy@ave run out of cap@city. Hence an extersioi isneeded it N",-,con.
Prnili:c::c-,ncipirityit Sotithimplonwillstallto be tiglitif thegrow(.h10 Chin:i
conti.-,ue3,even Nviihproductionbcing mcn-cdfrom Soultian)ptorito Et.'.Ci-Cwi)c;c

possible. Extending productioncapacityin the UK would ha-,-eACT ad-,,ant2oes.
,Nfr.Pritc!iirdpoiriied I s =p c y n e K w c-(@iiijbilriiip(,.riillirobiblyhas surpu ; it i th L; hi h
could BAT the opportunity to ocquir,:one of their pu,-,;o!c-built
ricio.r@Ics.B,NTCF h-.isno reserve box cap,-tciiyon (wo shills. '1*"erese.-;cczpacity
comes rc)m thepotentialror a thirdihill()r.'@;ttiirrf;tywort-ing,wlierethe.prob,em wotild
be lac@or trainedstaff.NVith Ubcrlandis %vork3jig7 days a %veek,and nc,6vr.::c.@ircry,
Souza Cniz has spare capacicy, althoiighthiscould chailgc ir (@e donics@icmarket
s@%,itc@es@ubox Yery qtjickly.Nlr. lferterstztedthatre.@ervecnpicityniu.,;tta'.,r;icc:nlll)t
ora re.2sonable iiiiotititof over-tssne.

Ull
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39. Nlanufacturing Loclitoii Strategy for next 10 years : nc Group apreed with
Nfr. Al?vf-.ythata 10 ycir view shntild startwith an oirthe markett and

tradingblock3beforeconsideringhow many factoric3wcrr-nr-cdcd,where and at what
size.Itwas agreed thatoilsshouldbe studiedon a regionalbasis,startingwtui Europe.
Mr. Br:imicywill liaisewith Dr. Scfiive;lzeron a European studyand repnrtback to
the nextTSO meeting.

40. NE.-inuriettiriiigQtinlity(-'oiifrol: N-fr.Kohiiliorstpresentedan analytitor thecauses
of complaintsat Brokyn Ar Willi-.imsonand BATCF. With very few exceptions(3tale
cigarettesbeing the only notableone), the distributionor maituracturlngfaultswas
remarkablysiniiitrbetween the two companies. rtislikelythat(hisIstruethroughout
L@erestor theGroup. Thererore,itshould be possibleto developa co-ordtnatedGroup

appruach to rt:ducingthe number of faultsand hencr-coinpwnts. Therefore,thenext
s(cpistobrcodcn1110CFOLIPinvolvementand co-ordinatework on milor derr-cis.Itwas
2greed th2tMe. IColinhorstwould pulltogethera team to co-ordinatethisGroup work
mr.dadsotonia.@.ca propo.UJtoificTS(3 iiiectijigin Febo-uat@y1993 viiwtictliarclicOluup
should purstic-,inISO 9L)OCIaccreditation.

R,Q<D/TeclitioloL,y

41. ;',fr.Kt)hnlinr-,fre,-,orte-Ithat@everal ;ir(-.isof niiitiiniinteresthad be,-.nestablished.He
will circiintcthe programr,.lcrorific3cto the TSC incinbcr3a.-idinak-ca proposal to the

TSCI rreetiriginFebruarf 1993 on how thisisto be takenfor-,vard.

Re%,,Ic,vnr Trnclin213ectiJis

42. Nfr. Ailvey -,Yi)lspeak to t---c,iof the operatingGroups indiv:dliallyabout theirr=ults
and "orcczst.In p:irticulafho %villensure thatthereisa coherertGroup approachto the

a.-)d ;)rz;.1c.-nsari5itigfronithecurrentcx@:@angc,atemovc.TeiLs.

43. ETS :@@Ir.Pri(cli;irdreporied that(he scicncc has not iinprovedint@,elatestreport,anc
nro\vn& @Viiii.-tmsonwillcontiiticitswotchiiibrief.9

44. fiiL-SireCig-ti-eftes:I\lr.Pr-itcliarareportediliata tes(ingmethodologyneedstobe
;.Cccp:cdb@.kugust 1993. T*,ie-0111@-Tzcto-r\.vhi'ch@.@sso r2xbee.-Ipro-vedto reduce the
p,-cpc.,i!ity;oburn isc@rcuiiifcrciice.

45. Rp@@trit-finii,: Tlip.NMA is tobb@-ingthe Fr- over the.propn5,-.ciadverlising
ban.

46. Coiitmcti : Ilr. Brijiticyrt!Nrted thatCiiiidelineshave bt@eni.-,.@ued,and a draft
has been Si,,-ento SLandar(JCommerciit forcoiiiinent.

47, D@stril)utorsCoiitracts: Alr. Brniiifcyreportedthatsoine@%,orkstillremainedto check
whethcr therewerc any difrereiicesbetween the BATCO and Brown & WiUiainson
;zt.ititructs.Nfr.@Valzerwillbe anked to review theproposedcuii(r.Lctfruit](ficpuintof
vicw of F-CLcgislation.

CD

BATCO CONFIDENTIAL -CATEGORY 1:.MIN'NESOTA TOBACCO LITIGATI.ON.

BATCO document forProvince of BritishColumbia 25 October 1999

BATCO 00091421



BAT PLANt4It4G DEPT TEL: 0?1-222-81(%J ze .,-)ep.-J/-11 .44 INU vv& I

s

49. Trndeni.-irks : Nlr. Chniren pointed out tlimtthe pnper presented w2s 2 leg2l review but
not a marketing revicw. It was agreed that the,role of Croup Intcmational Property
Smices (GIIIS) should be developed as proposcd and the '1*obacco Trade Mark Team
shnuld be e.@(atiliqhed2.1 propnqed. One tnpic fnr technical revirw by the.Team shotild
bc whether or not to rccoinincndfor markctingconsideration,the establishmentof a
singletradeinarkconipany,and Mr. Clinitenshouldreportback tothc'ISG in February
1993. Denchmarking of GIPS' operationshas startedand he will21.%nrepnrtthictothe
TSG in Febr-uary1993. Itwas agrecd,in principle,thatthereshouldbc a single

inde-na.rkcompany for ruiureregiscradons,whlch would aflbe carriedout through
GIPS. sincethiswould have no cost,give the potentw to maximise UK Income.
ent-iinntcconftision;LndobL-Litimaxlztiumnexibilityrcom comprehensiveUcen,-ing:
Nir.Ciiaircitwillrcix)rtivtheTSG In December 1992 on this.Mr. Chzilrenalso
repc.ieda probleinin GIPS which rcsultedin many tmdernarks rene%yalsnot be,.ng
M2L'!!,p-alictil.-,rlyfor Barcliy. The positionis being recovered,the computer
plo,@!,Illlllldliasbccilaiiieiitlctjtu cliiiiiiialellii3riskin future,and the proctssesand
proceduresshouldbe audited.

ITitm.inTNe@otircc-s

'9. 1Ir.Tlr:itiircyremsrkedon the h propo n o y nTiii.@r-Coiiij)-iiiyTrntisrer-s- N igh rt;40 f ou ger
m;tr,-.-,cr3in the :ichc,-nc. Por it to be successful with more senior managers, the support
of TS(3 :Isneeded. iNTr.Stcvcns saidthatbalanceshould be adjustedifpossibleto
a@,ci@thec,,;r-,entpre@oniinuceof Salcsand Marketing@tafr.

50. Fut,.c,.IonniTriining : iNIr.SteverLsreporicdth3tall the piloeprogramrnes we.T

estz@,:':Ished in OLtober ard running through 1993. Pc sugocstedthatwe s@,c-ild
th--tscurcesrrquircdin 1994 on@.vards t@epro;-.-.mme w;ilbe rolle@@ou,,

:he r-,lnnir.-theprri-mmriiesalsohave jobs.0 0

51. A-@,-nLS31 gy5teiiis: It was zigreedthat infr.Steveiis witild discuss the futur--r
de@c:jpiiic:itur a@,Viiiial,ysic:iiswit?lilicC>pL:.-itijig(3ruups,w:th -ayic-.vto c-isurir-.u

0:'ey p,,(@ducedrreaningriiide-.,e!upnic-itplars ',orappraisets. ITe willmake ar.
Lnt,-.;7.irer-ort'kothe TSC iiicetinginFebru2ry 1993.

52. Niiii3-,cnie!itDevelopiiieiitAiinouiiceiTictit: Nfr.S(evens rcpored thatsincethe1993
piog,:-,miiie.or rhcl%vooci)itsbctn 2ntiouti-co.dit%vouldbe prererabieto dcrcr,rurther
ar.r.c@nceir.enLsuntil the runctionil trainiiigprofraiiinicis well czLablislie,4j.

,%fr.Ste@-PiLs.vculdre@orton the Leaf'and Prodtictionpilotprogrammes due tobe held
in nc..nlii-.r!QQ2 it tlitinext T.@('jmeeting. He wotild;ilsorecommend to the TSCJ the-.

for.-.-.of t,@c1993 u-,insitionalarrangeiiientsNvhich would cisure that the nc,.v
arT.-,.-.-cmcn(s@A'crcfullyc-sliblished,coiiiiiiunicatedand in operationfrom IIJ94
on%4,z:ds.
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S3. Betichiiiark[tie: Mr. Stevenswillcirciilatethesummary P21@er on bmchm:trifing
producedby Brown & %Villianison.The exercisewa3 very beneficialzlndwiU be.
repeatedand expanded. The overallconclusionwas thatBrown & Wllllamsonneedto
upgrade si&niricantlythe entry trade managers and to fornialisethe man2eement
developinentprogrammes. 1%4r.Bmitileywillapplythe methodologyIn BATCO and
rewritutheCliulnnun.

Any Ottler13u.,zln

54. Agenda rorNext Nlccting:Counterfeitwillbe added tothenextAeenda which willbe
much pruned. Nllss,Barion willteleplioneinembers2bout6 weeks beforethemeeting
toask foritc:iis'ort(icAgcjlda.

HCB
21stScpfcTnl)cr1992

U'l
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