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TRADING BUSINESS - GALLAHER POLICY

As a consequence of the disruption to our business in Russia, you and 1
both believe that we should be seeking alternative sources of business in the
short term in order to provide some compensation, and to maintain through-
put in our factories. We agreed that Norman Jack would, therefore, explore
opportunities for additional trading volume working within the following
guidelines.

1. We will seek trading volume outside the domestic European markets.
although it is acknowledged that we may need to use trading houses
based in Europe.

2. The brands that we should concentrate on are Sovereign Classic (Gold
Box), Oregon and Stateline. Pricing should be such that we make a
small margin.

3. The essence of trading business is that we are not seeking to build
brands. To some extent, this position is forced upon us by the fact that
we do not own our premium brands outside Europe. However, we do
own Sovereign, Mayfair, Dickens & Grant and Dorchester in most
markets, and it is acceptable to use those brands (i.e. Sovereign Black)
for trading opportunities on the clear understanding, to be confirmed
by any customers, that they will not sell on for re-shipment back into
the U.K. The established reputation of these brands in the U.K. could
be exploited in trading markets such that they could sell for a higher
price than Sovereign Classic, etc.

4. Finally, we are willing to seek opportunities for contract manufacture
for a third party provided the returns on any capital investment are
available. We are also prepared to consider contracts for the supply of
rag. '
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Please discuss if you do not agree with anything in the above
suggested policy.
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