MSD KEY AREA PAPER

BUILDING BUSINESS ADVANTAGE

1.  [ntroduction

In 1993 MSD set out to change its direction, working practices and commercial focus.
Major achievements were gained in 1994

All OpCo's are following a common IT Strategy, based on business defined requirements.
Companies have adopted MRPII processes to help drive down costs and wcrease
flexabilicy. Two companies achieved Class "B” status, 25 companies have. or are,
wnstalling Chameleon and BPCS is now delivering benefits to companies following the
earlier problems in 1991/1992. Reducuon in working capital and inventory levels are
now being reported around the world.

A further seven companies have undsriaken three-day Business Svstems Workshops.
facilitated bv MSD. These workshops involve the OpCo top team reviewing their crineal
business issues, what is required to win and how they can exploit [T to compentive
advantage. These workshops are ideaning local oeeds to increase MSD's support to
Trade Markenng and consumer wmrormation. tn addition to confirming the approach to
MRPI and conunucus improvement.

Io the UK major svstems bave been wstalled successfullv. Examples are TEST.
MARKSMAN (Trade Mark Management & Control), FORESIGHT (In-marker sales
and mnventory levels forecasnog) wn Taiwan, ACUMEN (Key account planning and
coatrol) in Duty Frez. EDI links to Southamptoa suppliers and shippers. and introduction
of the World-wide aetwork wich SCITOR and LOTUS NOTES.

The 3-volume [T Best Pracucss, the [T Secunty Policy and introduced the "How to.....*
series wath the "How To Use the Crantield Grid" booklet have been distributed to all
OpCo's. These were further enhanced at the MSD regional conference in Hong Kong.

Finally, following 2 full dav's discussion on [T marters by the BATCo Board on

November 2nd 1994, we have re-drarted the MSD Mission Statement. updated the

cniucal success factors and unplemented a programme for improving MSD's service and

delivery 0 its customers. Acaons resuiting from this work will be incorporatad into the

Best Practices and distributsc to OpCa MSD®. x<

2. MSD Mission Statement
The re-drafted misston is t0:

Exploit our knowledge of BATCo's business and [nformation Technology to achieve
global business improvements and sustuned competitive advantage through world class
staff and effective management of extersal [T resources.

3.  Policies and Procedures

MSD's role 1s to:
e work with the business to understand needs and build solugions <o
e act as agents of change and stmulate new thinking re

e adwise on [T issues .
o
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Where possible. internal MSD activides or processes will be out-sourced to increase
flexibiliry and/or service, provided that it is economuc to do so.

The policies and procedures to support this role are that new project developments
should be owned and driven by the business (section 4), the supporting technologies must
conform to the IT Best Practices (section 5) and the [T Secunty Policy (section 8) must
be adopted.

4.  Business Improvement Process

In last vear's Key Area Paper we introduced a framework, called the Demand and Supply

Chai. for positioning the developments planned at BATCo and the OpCo®. This has X
been updated and appended as Appendix 1. All OpCo MSD developments should it into

this framework. It is unlikely that an OpCo can manage 3 range of projects for all

procssses, and therefore each top team will be expected to define the prionty areas for

their situation and tnitiate priority projects to support these areas. All other projects

should be postponed 1o give clear focus on delivery of high impact projects. In Cranfield

Gnd terms this means focusing on the Turnaround/ Strategic quadrants, reducing the

Staple/Core work to the absolute mimmum. MSD® should develop standards so that x
Staple/Core work for a function can be mapaged by the function without loss of data

nregrity and wtegration.

w

Technologv Inf] ctures

BATCo will contnue to develop technology standards. which ensure specific svstems
development. lower local support costs and systems integraton as required. The
technology 1s currendy based on a mux of client/server and AS/400 to gain the full
productivity benefits from new technologies whilst preserving the invesunent in existing
systems. Last vear we ideatified a need for an element of dictaze from the centre for the
technology infraswucture. These standards were circulated in the [T Best Practices

Paper.

?fo cewes

6. Impact of Project BATTALION

As BAT moves towards managing a global tobacco busingss” defined through Project
BATTALION. ut is imperative that all functions and@froces3)an operate responsively
and flexsbly around the world. Thus will oaly be achieved through full exploitanon of [T.
consistently unplemented in all BAT tobacco group locanons.

Detailed common standards will be agreed for all components of the infrastructure from
networks through development toolsets to application packages. the standards will
ideanfy where common packages are sssential and where interfaces between systems are
needed. These standards will be mandatory for all locanions 10 adopt. We will ensure as
full consultation as possibie in semnng these standards for the emerging Tobacco Group.

All projects and proposed [T mvesunent should now be reviewed criically. Where

possible, projects should be postpoaed until the agreed standards are published. Cleariy

a project should oot be postponed if it puts the business ar risk. If in any doubt about the (A
impact of standards on a project. then contact J.A. Bottome or the relevant OpCo MSD <
Adwisor. ™o
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Worid Class Staff

We can only deliver world class [T through world class people. We will review the
MSD competences in the UK's Skills Grid to ensure that OpCo needs are reflected. The
resulting Grid will be used as the basis for identifying skills gaps and development needs.

OpCd! will need to develop and recruit tugh performance staff to support the changing b4
MSD role.

Opportunities for shaning MSD resources across OpCo's should be sought. both o
reduce overall regional costs and to provide development opportunities for high
performance staff. ’

MSD's revised role requires commercially-focused individuals taking a cideal cross-
funcuonal view of the business. Thus it 1s an ideal posiion 10 provide fast-track
development to key staff. A formal review process should be imtiated within each OpCo
to transfer or second high performing staff into and out of MSD.

IT Securitv

The IT Security policy was distributed to all OpC® in 1994 BATCo's derailed x

supporung security procedures will be circulated to all OpCo's by April 1995 for use as ' -
Taket

a blueprint to develop local procedures. [t should be noted that the BATCo Boa.rd@_—
[T secunty and protection against viruses and unauthonsed access very senously. and
this should be reflected in the local procedures.

J ¥ Bottome

12
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CONSUMER DEMAND AND SUPPLY CHAIN:

LT. DEVELOPMENTS AND SUPPORTY

APPENDIX |

MAJOR DUSINESS
PROCESS

DETALLED BUSINESS PROCESSES

BATCO DEVELOPMENTS

AREAS FOR OPCO
DEVELOPMENT

Business Phinning

Business Planning is integrated plavning systcns
incorporating company and operational planuing. Integrated
plans should provide dircct performance measureiment ol the
operational plisn versus the company plaa.

Continue devetopment and supparnt fur Company
Planning/MOPE models (EPIC/ECS)

Sclect replacement for FCS financial planning
system for expoit makets

Consider, in conjunction with RBU's and
OpCao’s, improvement in information cxchange
with reduced clerical etfort.

Improve reporting of Anancial and management
information.

Promotion and
Selling

Brand Managewent is proactively managing and investing
in a portfolio of brands to build long tenn brand equity.

Develop local support models.
Consider improved process to reduce
clfort and paperfows internally and
exlernally to BATCo.

Continue development of in-markel sales
analysis and reporting .

Information exchange with BSD Dotland and
other agencies.

(LOTUS NOTES) to support Braud priorities.
Develop general "what il models to evaluate
options and changes 10 Brand Equity.

Local systems development aimed al an
integratcd marketing system.

Systems for updating shared database for
RegionaV/International brands.

consumers in tavgeted seginents throngly portfolio of brands in
a profitable tanner.

Minhet Reseiprely  (incl. competiton, product, consuimes
rescarch) is measuring the requirenients of the market,
including compelitive aclivity and providing the resulis to the
owners of our brand propasitions in i quamifiable way.

Review business necds.
Seck group syncrgy for systems developrent.
Develop friomework for consamer database.

Support for PORS, BATPROBL cic.

Review need for integrated marketing dalabase
and casc of access 10 information.

Linsure all internal and third padty software is
consistent and integrated

Protolype requirements of a Marketing
Infurnusion solution for centrat and local needs,

Revicw business needs.
Develop local consumer databasc.

hnplement, suppoit PQRS, BATPROBE
elc.

Eusure local developments confurm fo
common standards to enable future
information exchange if justificd.

Product Development is developing the pliysical propettics
ol the product taappeal to i detined set of Customer needs and
within defined constraints and mcasurcs of connmercial

SUCCESS.

Consider inproveines in process amd sysiens
suppuil o cosure inuovations can be brought o
wmarkel faster.

Eincourage innovation.

Develop local models and suppost
lmplemenl project management support
systems.
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'MAJOR BUSINESS
PROCESS

DETAILED BUSINESS . <OCESSES

T HATCO DEVELG. MIENTS

AREAS FOR OPCO
DEVELOPMENT

Trade Mark Mgt is the maximisation of trade rekated nghts
and the enforcement of thase tights in arder 1o pratect our
abibity (o0 manufactore, nathet and scll ows biands in BATCo
warkets.

Develap and implement Phase 11 system for
REMARK/MARKSMAN by May 1995

Identify fuither justificd business changes and
systems bprovements for reamainder of the year,

Wark with Group Trademark Departiment
(G710} 1o establish eMective ways of
updating and accessing data held within
Marketing and specifying future
opportunilics.

Channgl Mgmt is 1he process 1o teach tarpet consumers
thraugh the trde, to help the wade imcicine category and
brand sales 10 constmners and o mprove direct brand

profitability by practising mutality with trading particrs.

Complute business aualysis with BA'T Henclos 1o
dehiver Ouantuen Actively sappait cich Region
with the nuplamentition of imcrim solution in
agreement with 'I'™m & D

Customer Services

Forceasting should be made as cluse o the consimmer as
possible and modelted thivagh the distiibution network,
incorporating lead times and minimum stock levels in order
10 predict demand on the factory. This process 1s known as
Distribution Resource Plinning.

Devclop comman isctbodology for cllcctive
Sales and Operational Planming processes (o
balance demand from a group of markets and

supply trom one or more production wnits by ciud
1995.

Enhance in-market sates and inventory levels
forecasting models for RBUs' export warkets by
end 1995 (FORESIGHT).

Agice sules sutomation tequitements with
TM & D haplewcat interim solutions as
agreed with cach RBU and 'T™M & 1.

Develop decision suppoit systems that
generate forecasts. Use systems o
undcrsiand where and how statisiical
lorecasting techniques can be used. Use
these techniques 10 set up and implement
DRP.

Implement FORESIGHT as appropriate
Implement Sales and Operations
Phning.

Ouder Processing is collecting actual customer demand aud
recording. Custoer orders should be nettcd off forecasts.
Customer orders plus forecasts will be used to drive ihe
Manufacture and materials plans.

Support single Sales & Miketing systeni 1o
support several markets, initially Belgivm and
Holtand.

Review potential for EDI 1o improve
dramatically iner-company trading.

Implement process improvements identified by
Boaz-Allen study

Reduce the amount of clerical ¢ffort by
effective use of BPCS/CHAMELEON
together with EDI with major customers.

Billing is the process of invoicing cnstomers, collecting cash
and managing credit.

Agree common standards/direction for achicving
MR Class *A* and miomor roll-out programime
for BPCS/CHAMELLEON.

As above
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[ MAJOR BUSINESS

DETAILED BUSINESS  (OCESSES

BATCO DEVELG. SIENTS

'AREAS FOR OPCO
__DEVELOPMENT

T—Sourcing and
Distribution

for manufactured product when moltiple suppliers or faciories
exist.

Review bnsiness needs, issues and consteaints (if
any) for regional and globat sourcing strategies
and operational planning

Develop regional Sales and Operations Planning
procednres

Revicw possibility of local dutabase
refating to alt local sourcing
arfangements.

delivering finistied product to custoniers. This inchudes
Warchouse Capicity plisnning, Freight analysts and rone
planning

Fmplement common nunulacioring and
distnbution system for more thar one production
Gacitiny, initadly Belginm and the UK.

Fusther development of DRI® fuictions within
the export business.

Review performunce meusures and
systems o support Class ‘A’ distribution

Muanulaeturing

Manufiicturing is the couversion of raw miaterials into
finished product o sub-asscablics Cut 1ag tobaces, Ol
rods, and GL'T processed beal may be considered as sub-
asseqiblies.

Tiplement roll-ant for BPCS/CHAMEE] JEON
id oniton progicss to MR Class 'A°

Support regional systems sirategy for Central
Amcrica.

Develop regional strategy for Furope.

Develop and report MRPU Class 'A' perfornnance
measures, thronghont 1995 as agreed by each
OpCo and RBU.

lmplement intcgrated manuficlming systems in
accordance with overall Project TEST deadlines.

Review Sauthampton activities 1o simplify
processes and awtomate, where justificd, to
achiieve MRPH Class A and reduce cosls, and
incorporale agreed actions arising from the
Booz-Allen study.

Establish "best of breed” GLT systein
seconunendifisis

(mplement in-market salcs and inventary levels
forccasting madels for RULS' expoit suihets

through 1995,

Completc implementation of BPCS il
CHAMELEON, impleinenting conmnon
processes and support continuous
business improvement towards MRPII
Class 'A’ slatus.

Complete implementation of Regional
planning system in Central America.

lmplement reporting systems for new
agreed performance measures, together
with locally defined perfonnance
measures.

lmplement forecasting models for export
and domestic markets.

912292046
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MAJOR BUSINESS
PROCESS

DETAILED BUSINESS . <OCESSES

BATCO DEVELG, sMENTS

AREAS FOR OPCO
DEVELOPMENT

Procurement/Supply

Purchasing is the negotiation of prices and establishiment of
contsacts with supplicrs “T'he sclection and developiment of
high-quality and low cost supplicrs Building supplicrs as
business partners

Review purchasing, paying and supplying of
nueriads 1o cul activity and costs tisough
application of EDI, conractual agreements and
uformition exchange with key suppliers 1o
Sowthatpton.

Initiate conumon cading and definition (o suppornt
global procurcment.

Agiee and iimplemient common cading
systens across the Group.

luvestigate (easibility of reducing clerical
uctivily and costs through EDI with Jocal
supplicrs.

Buying_is the provision of schedules to suppliers diciating the
quantities and dates of matcrial requirements. Matcerials
Requirements Planning will provide this information based on
Ihe manufacture plan,

Revicw potential for using EDY to re-engineer
the procurcment process.

Counsider informalion exchange with key
supplices and building business pastnerships.
Develop conmon coding for BA'TCo.

linpleient MRP as part of BPCS/
CHAMELEON.
Investigate EDI benefits.

Stocking (WMS, R&RS, L.caf) is lnventory control and T
planning. The managenient of stock fevels across the
company.

Review possible changes in supply process,
including suppliers owning all stocks and
delivering matciialy 10 tichines as requested

Develop common database fos leal inventorics
around the World.

Tmplement common codes and systeins as
agreed by RBU's.

[nyoice payment is the trausmission of funds to supplicis and
debt inanagememt.

Review arcas for radical reductions in clerical
clfot, such as sell-billing, through EDI

Cousider nse of EDI aindd automatic
paynicnts,

Internal Support
Function
Infrastructure

Ticasury is the process of monitoring and reducing the
company's exposure to foreign exchange, interest rates,
customcrs and banks.

Support new trcasury sysicm.

lmplemnent BATCo upproved product, if
required.

Cash management is the process of predicting cash Nlows,
both forccasted and actuad, monitored against the opcrating
plan.

Development of cash Now forccasting modcls.
Exploit existing miodels threnghom the € iroup
lnvestigate arcas for group synergy in systeing
development

Develop local cash Now forecasting

models.

L21225208
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MAJOR BUSINESS
PROCESS

DETAILED BUSINESS . «<OCESSES

BATCO DEVELG. sENTS

AREAS FOR OPCO
DEVELOPMENT

Supporl Systems inciude all activitics that arc needed to
support the business processes identified and to fulfil the
statutory obligations of the firm. Examples include Payroil,
Personnel, MSD, finance, accounting, office and other
aduministrative suppon.

Other centrally co-ordinated or dirccied activily

Develop and implenent exible, scaleable, cost
cifective global network providing standard
communications facilities such as Lotus Notes,
thsoughout 1995, via SCITOR.

Agree common data definitions thronghout
BATCo to enable quick, simple and secure
information exchange from and to anywhere in
the world and scduce unnccessiny paper Hlows.
Agree key dita ileis and detinitious by end
1995,

1dentify and implement standard sct of 1ools for
managers to nccess operational information and
producc their own performance reports.

Recomuiend standard office products, afier
consullation with OpCo MSD's.

Develop procednres for supporting centially
devcloped sysicms around the World.

Adoption of NOTES Guidebook and
Local Area Network implementation
standards.

Preparation activities for integration with
world-wide network.

fmplement common codes.

Devclop local systems in line with
BATCo appioved end user product.

Migration to BATCo siandards through
smandated adoption of I'I" Best Practices.




