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Objective:

"To develop a long term woridwide marketing plan which makes BATCo gain
market leadership on the back of one dominant brand. Loag term no more than
two international brands per region should be supported continuounsly”.

Strategy:

The worldwide trend t0 internadonal brands is releatiess anc =2ix ziopal m=-ka:
penetration has doubled over the last ten vears to more than 12%s. Accordizziv
marketing resourcss will be conceamated beaind the followiag xav iniernaciczai
trands with particular emprasis on the desiznate< r2gions:

Far Eastand. lopger-ter=. weridwice.
Benson & Kedges  Far East. Afiicz and Indiaz Suc-Contzaze

(2D

3

n

JPCL Indian Sub-Cozdnent. ez and ke 72 Zast
Lucky Soike Woridwide

Kazn Worldwide

Barciay Europe

S

Gernerl and marier speciZc brand guidelines will se issued o I sr2mating
companies as part of the Company Plan process. Opzrating Companies showll
demonstrate how thex intead to0 achieve marker leacarship for 22l kv inter=2rional
brand over the jonger terma in accordancs with overail drand sians. tis axgactad that

no company wiil sucpor: more than owo intermational drive =m==3s lcng ‘e,

Natonal brands currsady account sor 73%% of BATC. sajes =2 a2 iikely c conunue
to account for the majority of sales in the forssesabie ‘urure. However resoues
allocated to these brands stould be on the basis of local heritag2 wilcl canzo: Se
covered by international brand promises. and where sustainatis ‘cng erm siz=ricant
consumer franchises zan pe achieved. In order to mov2 towarss 22 longer 12mm
objective of building market leadership with one or ~wo domizz=: >rands per ~2zion. it

sorsiolio in the medium term.
Objective:

"To improve BATCo's profitability by building brands with critical mass
allowing for spending synergies, manufacturing scale. research concentrarion,
speed of innovation and management synergies”.

Strategy:

Philip Morris' internaticnal profitability per mile is currently 8525 higher than 3AT.
This is a function of a limited brand range (less than 40 active Tadamarks versus 240
for BATCo), concentration on the premium ead of the marke. consisteat gloeal or
regional brand strategies. emphasis on marketing efficizncy ard croductiviey. and
larger average manutacturing plant size.
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The anainment of these same virtues forms an integral part af BATCo's markeung
swatezv. The imponance of consisteat support of 2 focused drive brand portfolio has
been described above but there are other issues which need to0 be addressed by
Operaring Comgpanies in their planning which are cridcal to the amainment of this
objecave.

Marketing Productivity

All companies should seek to achieve reducdons of ar least 3% p.a. in real per mille
trade and consumer marketing costs (excluding brand communications exgezditure).
Methods 10 assess the efficacy of marketing activity must be developed for ail aspects
of the marketing mix. There is no reason why marketing cannot be subjec: to the
same quandtarive measurement disciplines that apply 1o, for examele. produczon
Oreratng Comparies will be required to justiry their markecng cians on crantfied.
research based critara rather than judgemenar Measursmenr svstems shouid =2
focused on the consumer and evajuareqg against kev compenicr brands. Miilbaric
Markaring will acively sesk 10 establish and communicare 2pororriate measu-smest
systems but. in their absezce, the onus remairs on the Operating Companiss t0 2asure
thatr appropriate :cois are in placs.

Orperaceg Compariss should use whatsver critcal mass is ar their disposai o 2 msuse
that thev decive tha best vajue for money tfrom their Markesing budgers. Cozeenzzanng
adverdsing expencimrs in 2 singie agency o reduce commission is ncourages
{subjec: to the gictal agency alignment for [nternarional Brazds waich wiil =
conzoiled by Miileank). Concsztrating below the lins expendinurs into the sa=2
agency as ATL in crder to reducs overall fees payable is also 2ncouraged totz Joma
procuczvity and commonality af message and look roint of view. Managirg
adversing production costs. researca and deveiopmezt costs and other sisments of
the markerdng budgsr o easurs opdraum vaite for money is achyeved is essenzai if we
are 10 maximise ke droportion of the overall marketing budge: spent threugh ATL
and 3TL commurucation to the consumer.

Traditional ATL zedia still rezreseats the most cost efective means of reacting the
conswmzr. Whersver regulations and market circumstances allow. orand budgze's
shouid retlect this reality. Significant invesmment in less etfciznt means of reaching
the consumer shouid only be considered if they have 2 realistic potendal of 2scaping
anticiparaqd future resictions on tobacco advertising and markating.

Trade markenng siould aiso be part of a constant review of 20w 12 become 11 more
comgezitve and b) more productve. Bexer diswibution. POS presence. race
relationships, etc. ars critical to the furure of our brands.

BATCo document for Province of British Columbia 23 April 1999

BATCO

106129204

00115787



. mmmn e e reme e mni—— v - e v mm e e o oewe-

Brand Management

The esseace of BATCo's marketing strategy lies in disciplined. consistent and long
term management of a focused brand ponfoiio.

All drive brands must have a defined Copy Strategy which forms the base document
on which all aspects of the brand are managed. Once established these copy strategies
will not be amended unless thers are compelling marker reasons for doing so. n the
case of the six key international brands the Copy Strategy will be developed by
[nternational Brand Management in Millbank.

Brand resourcss should always be directed at the ful] revenue segmeant of ths marke:
in order to drive value share at a faster rate than volume share. Similarly k=¥ brand
share will become as imporant a performance indicaror as corporate share is
currently. Taczcal new brand launches are to be avoided wherever possitiz 2nd in ail
instances should be drawn from BATCo's current portfolio of active trademarks.

Brands management must 2acompass all elements of the markegng mix, act simply
acvernusing and promodon. This implies that marketing management mus: zave a fuil
understanding of sales and disuibution. product formuladon and manufacte. and the
fizancial impiications of these. Operating Companies should demonsmarte 20w they
irrend to manage brands as dusinesses in their own right.

A iong 2 Steus on Jeveloping brand businesses reguires ‘miisstone’ markess to
measure prograss against the eveanual opjective. All drive braads should zave
measurable st.ort and medium term targets to fulfil this role. Taese should 2zcornpass
rot only consumer share and ex-factory sales but distibudon leveis, branc 226
acvertsing awarsziess, szioker profiies. trial rates. and trand image armioutes.

Objective:

"To achieve and maintain product superiority for our key brands by ensuring
that BATCo products meet consumer expectations and are recognised as being
superior to target competitor products.

Strategy:

Regular and r:'l..blc conswmer fesdback. complemented with thorough in-hcuse
monitoring of e producss. is a fundamental requirement for driving the procuct
development process. Operating Companies should undertake consumer product tests
of own key products versus target competitor products at least once per annum using
the MASQ methodology a.nd implement necessary product improvements to maintain

superiority.

Monitoring of own and competition products for visual and tactile, physical 2nd
chemical quality characteristics through PQRS is now well established within ail
Operating Companjes. The initial objective should be to consistently outpersorm the
compenm:s products by at least 10% in PQRaring, not only on the overall brand
performance but also on each of the three elements - outer, pack and cigarene.
Additionally, the international brands must also conform to the quality standards as
specified by the International Brand Groups. Therefore, Operating Companies must
maintain the appropriate level of sampling for monitoring ex-market samples but
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additionally, introduction of the CARS approach for ensuring conformance to
standards must be considered.

To mes=t the produc: quality objective outlined above, a high level of technical
capability is required within Operating Companies. This can only be developed
internally to which end BATCo will develop a modular training programme,
comprising ‘on the job’ training supported by BATCo workshops. From the training
checklist, Operaring Companies should construct clear training plans to ensure
technical capability in the short and the long term.

Objective:

"Develop and test copy, products, packaging and line exzension straregies for 555
aod B&H which. once proven to drive market shares in premium segments in
core markets, will be rolled out globally”.

Strategy:

8.ATCo will oniv nvest centraily behind 335 and B&H amoangst its UK Internaticnal
Brand portfolio. Fuil brand guidelines wiil te issued as an integral part of the
Company Plan grecess.

Agency assignmez: or these trands is the respoasibility of international Brard
Management in Miilbank. The 2gency of record for 355 and B&H is BSB and ail
brard support buczers must be channeiled through them (both ATL and BTL). Azny
excsgtions to this m2quire prior aporoval from [atemarional Brand Manageme:zt.

Any Orerating Company thar ‘wishes to market these brands wiil be expected w0
adhere to the interzanonal brands plans. Local vaniations in product formulation acd
advertsing execuyton will only be permirtted on the basis of quangtatve researchk
evidescs.

No significant elexaar of the marketing mix of these key brands can be aitered
without quanttat+s research backing and the prior approval of International Brand
Management.

Maintenance of intarzational guality standards is a fundamental pre-requisite for &e
rignt to manufactuss the key international brands. Operating Companies must indicate
how thev intend to achieve these standards as measured by QUAINT and MASQ and
PQRS within a detined time frame.

BATCo has develoced a new uniform package for John Player Gold Leafin
conjunction with the African and Sub Contnent Operating Companies. This
encompasses a new copy strategy, standard new packaging, a standard cigarette, new
advertising and new product guidelines. This will form the basic brand package
which Operating Companies will adopt during 1994/95. Operating Companies ars
encouraged to idenufy new opportunities for the launch of JPGL.

Usage of all other BATCo trademarks remain the perogative of Operating Companies.
Brand plans should conform, however, to the marketing principles outlined above.

¢06129206
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Objective:

"To develop in accordance with the Brand Owners, best business building
strategies for Lucky Strike, Barclay and Kent”. .

Strategy:

[nternarional brand strategy will remain the responsibility of Brown & Willamson but
BATCo's marketing of these brands will be co-ordinated and controlled through the
USIB unit in Millbank. Accordingly, all proposals affecting strategy for these brands
shouid be channelled through the USIB unit in Millbank in the first instancs.

The openarting principles governing the key UK international brands appiv equally to
the B&W Tzdemarks. Brand guidelines will be issued as part of the Corzpany Plan

srocess.
Objective:
"To build and hire the best marikering taleat worldwide ™.

Strateqy:

+ Toimpiemen: the markeung stratsgies outined above. BATCo nesds the zighest
guality marXeZng srofessionals. Our poiicy is w0 deveiog and promote interzaily
over itz longsr iezm. However, undl the quality of intesmal marketing maragers
fas arained the required standard. it will be necessary w0 suppiemest our intzrnal
resourcas with scme external recruimment of mid cares: srofessionals.

«  BATC:> will contaue to focus ucon ‘on the job Trining’ with the line manager
having ‘he prime respoasibility for this. The developmezt of modular zaining and
subject speciic seminars by BATCo will continue to assist with this process.
Creraring Comrpanies should consruct clear training piars o improve the quality
of their arketng staff.

o The new Marketing Staff Planning system wiil be progressively imgiemeared
during 1993 with proactive career pianning for managers on Grade 10— (plus thosa
below Grade 10 but identified as having potential), whether internaticnal or
nationzi strs, Tris new system will easure that BATCo is gerting the best vaiue
from its swaff whiist developing individuals to their maximum potental.

Objective:

"To build a world class trade marketing organisation so that the trade regard
BATCo as their preferred supplier over our competitors whilst ensuring that
trade marketing effort and expenditure is integrated fully with our brand

objectives”.
Strategy: o
-
» To achieve sales and profit targets by securing the active support of the wholesale [
and rewil rade by offering them superior support in all aspects of Trade F\?
o
<O
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Marketing and Distribution in each trade channel, BATCo will offer them advice
and support which is tailored to their specific nesds.

o To ensure regular Tade coverage cither direcdy or through distibutor sales forces
of outlets accounting for at least 75% of all market sales.

To increase distribution and visibility of our brands in each trade channel, to better
target sales calls and to optimise the effectiveness of all trade marketing personnei.

o To restucture the trade marketing organisation to reflect the sophistication and
specialisation of the rade ard to ensure changing parterns of sales are anticipated

and exploited. .
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