w .
Ll’:‘f_,'_,f.gk—j_

SECRET

B.A.T Industries p.L.c.
Tobacco Budget and Forecast 1993-1997

Volume increases by an average of%a. with exports incfeasing by § !}%p.%and domestic
by 2%%.2. In exports Brazil are projecting growth of a(ﬁ?o/p.‘a. with BATCo, B&W and
BATCF showing increases of 9 ~10% p-4” but Imasco forecast a decline of 29 p.a. In
domestic all operating groups are showing increases o%a. except BATCF - growth of
JV/‘;{a. and Imasco - decrease of _2/%/;: a.

Gross tuynover increases by Qo/p.a. and net turnover shows a slightly higher rate of growth
at 8% .2 Only B&W are showing a higher rate of growth in gross tumover compared to net
(10%Versus 9%%) - reflecting higher growth in international sales. The objective was for
growth of 10% p.a. in net tumover for subsidiaries and associates (excluding Brazil) - the
forecast shows growth of only i%%{'pi’t. over the plan period.

10%€'p.a. However this includes growth of 16% in 1994 and ] 3%% in 1995 but only }J6% in
1593, 1996 and }997 - the decline in the latter years is principally due to growth at B&W
yémg 1o 7% in the last two ye'a/ré Over the plan period BATCo are showing growth of

% p.a., BATCF and Brazl 15% p.a., B&W ?%p.& and Imasco 64 p.a. The negative
amounts included under Other principally comprise the adjustment to bring BATCo's fixed
USS rate of 1.49 to the average rate of 1.765.

Tf/d'ug profit increases by an average of %p.a. compared to the objective of growsh of

Compared with the preview, average growth rates are as follows:-
Preview

%

Volume - domestic

RN E

- export %
Turmover - gross V%:
- net Yo
Trading profit 1%.

The higher growth in trading profit reflects higher contributions from B&W and BATCo.

The latest estimate for 1992 shows a trading profit of£l,U,h{an increase of £25T on the
plan figure. This is mainly due to higher profits from BATCo (+W and a £]ﬂm’(rcdit re
the unrealised profit in stock provision.

Key sensitivities:
() In general the plans project increases i waskes share which are demanding siven the
performance over recent years and the increasing level of competition in domestic
and international markets.

- The US and certain of the BATCo domestic markets have scen a trend of
increasing competition and downtrading
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- Tobacco performance, especially volume growth, continues to be heavily
affected by exports and export markets are highly competitive, especially in
Eastern Europe, and potentially volatile.

(i) B&W and BATCo remain key contributors to Group trading profit. Together they
account for cver 75%of the tobacco trading profit in the plan and 547 an?}’//% of
continuing operations trading profit in 1992 and 1997 respectively.

- Profit growth in B&W is heavily dependant on increasing VFM profitability
(volumes and margins) with a recovery in Viceroy and Raleigh Extra key to
this projection. In addition market share is maintained in the full revenue
segment while overall B&W's market share increases. This forecast is
aggressive and especially sensitive to a situation of more aggressive pricing and
worse sales mix. '

- A significant feature of the BATCo plan is the dependence on UK export sales
(especially to the Far East) where the contribution to BATCo pre-tax profit
grows from 2‘8"/A/in 1992 to 45%fi 1997.

In addition Souza Cruz account for over 10%-of tobacco profit in the plan: these
projections are subject to the usual uncertainties of the Brazilian environment and
under the new accounting system trading profit will more accurately reflect changes
in real profitability.

(i) Exchange rates - the key rates used in the plan and the sensitivity of trading profit to
movements in each of these currencies are as follows:-

Rate for Exchange Effect on profit
Rate for 1991 1992 onwards  sensitivity 1993 1997
im im
Uss 1.769 1.765 1 cent 8 11
DM 2.925 2,352 10 pfg 4.~ 6-
CANS 2.022 2430 10 cent 4~ 57

If the recent changes in exchange rates were 1o be sustained, they would have a
significant effect on the tobacco trading profit. For example, using the 1992 closing
rates (e.g. USS 1.514) rather than 1992 average rates (US$ 1.765) would increase
trading profit by £226m in 1993 and by £3S}m”m 1997.
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Subsidiaries
Associates
Totid Domestic
Sulsidiaries
Associntes
Tot.dl Export
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J&W
HATCo
3ATCF
Sraal
ANasgo
Other

BAT INDUSTRIES GROUP - TOBACCO BUDGET AND FORECAST 1993 - 1997
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ANALYSIS OF CIGARETTE VOLUME, TURNOVER AND PROFIT

1991 1992 1993 1994 1995 1996 1997
Actual Plan Budget < Forecast >
358.4 .~ 348.6 .~ 3622, 367.6 v~ 373.2v 378.7v"  383.2]=

95.6 .~ 83.1~" 91.1~ 93.3 95.4 ~~ 96.7 87.7¢{
453.9 ~  441.71 ~ 453.3 o  460.9 ~ 468.6 ~ 4754 «~  480.9|v

10067 123.6 1441~ 161.4 127.6 v 193.9 v 2120

7.1~ 5.9 6.8~ 7.0 7.4 ~ 7.8 v~ 8.4
107.6 ~ 129.5~ 1509~ 168.4 — 186.0 —  201.7 — 220.4 ]
661.5 ¥ 671.2 /_ __604.2 7 8293 ~ 683.8 / 6773 v 701.3 |
1,770 2,009 . 2,366+ 2,637 v~ 2,782 2,952« 3,195
4,579 5,068 v/ 5,447 5,655« 6,038 v~ 5,352+ 6,780
1966 2,091 2,242+ 2,455 2,589 v~ 2,749~ 2,925
1,998 2,183 2,362v" 2,478~ 2,588~ 2,701~ 2,824y

589 . 531 598 v~ 600~ 589 .~ 538~ 536y

(8)v (1) (1 0 {n o] )

10,894 v 11,8117 13,014 «~ 13,726 =~ 14,605~ 16,360 16,318 »"
1,448 - 1,662 1,801~ 2,066~ 2,232+« 2,397 2,566
2,094, 2,354 7 2,589 2,774 2,986 3,198 «— 3,438

479~ 531 593 648~ 690 v 731" 730

607¢" 670" 724 775" 828~ 882+~ 944 1~

208 v~ 206 217« 225" 232~ 238~ 244 ("

8 0 1 0 (o] 1 o]
4844~ 5423~ 6,025 <~ 6488« 6,868 v 7347~ 7,982+

464 499 ~ 550« 812~ 672~ 722 7754

406 488 597v" T~ 820" 921+ 71,0284 /g

s 80 97 110 123 ~ 140 » 16594 | 12

57 1357 1477 178 v 217~ 242 273 vaz

76 v 76+ 81" 86 v 92 .~ 97 1027

{180 8 {60) ~ (61" {89)— {78}~ 89— ()

1081 7" 1,786 v 1412+ 1636/ 1,866 v~ 20447 _ 5.3481" +son

Average
Growth
1993:1997

2%
1%
2%

1%
7%
1%

4%

10%

1%
6%
0%
n/m

6%

9%
16%
15%
16%

6%

n/m

12%
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