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1. The flrsc priotity for Soum Gnu met be co melncain the protitebilfty 
and grouch of the Tobacco bsl~~e and to generate a flow of fuads from 
thle l ctitfty vhich ie eufficieac to euppott the dividend payments and to 
provide eurplue fnnde for inveemoc ie ocher bueineeeoe capable of 
providing low cell l oeuiruble growth. 

2. In deteminfag th l tratagiee and eetlon programme for then other 
tuelncr see ) Souza Cm2 will need to k rigorous in eneuring that they cau 
mete the Group’s criterion that each octivly should have the potential 
for fase rarer of self-funded organic grovth through achieving conpctitivc 
IeaCcrrhl? F3 a dtfi~ed sarket or racket segment timi& is grovlw rapidly 
cr vhtre gr-=xr,h can be oLl --Lieved :br~ugF- ,-aif=s ia srkr: ihzra. 

. Cc-ra *-.- s’=c‘;l? ;.lsc, :a’& f--a pcc~c=~ t:* crp;;‘c c-- h-b ~>r*r2rezce ICY 
ity*: --- e-- r ‘.- ‘L-ar.c’ : 1 Se% c-3 --up----.. -.. &CA - , I.eza:I.r=r 3~; ?c~tr:?-.21> a=: ;;c-i-i 
g<vc s?ccfal considcracioc to z!~.e ?orencial for Cevelopfzg Taper/P+ 
as eke ocher za:cr a.c:ivicy ic arazil, COcQle5cntnZy to io'cacco. 

4. As a ptecautifmiry measure, ia viev of the groviug Uficultler that the 
Brazilian goverount 18 facing to control iuflacioo and finance its 
donest fc public deffcit, Souzr Cruz should prepare a cooringcncy plan 
rimed at mfinfnising the effects of a h~pcrlnflacionary economy on its 
financial assets and operations. 

The plan ebould describe the proposals for proactively protecting the 
value of Souzr Cnze’e financial aeeets aed should also identify the key 
criterte for eecabbllehing wbea l ech of the p+opoeele should be activated. 

Yluadal Guidelines 

5. 

6. 

7. 

Conelderrtloa ehould be given to developing BTTN inflation adjusted 
accounting (decreed method heed on indexed CoverMlsnt bonda) for possible 
use in the 1990 Budget and 1990-1994 Plea. 

2etrrror e8 btit~: Souer Crue ebould aim to achieve an overall 16% 
return on cqrdty vlth tobacco provtding higher returne than the ocher 
buefnaeeee. The measure should bs heed on local published figures 

‘adfurted by fixuS a8eet end stock reveluetione. 

As a afnbue, Soou C2ut should ulntain lts coaparatlve poeltioo when 
judged spinet the other mejot Bruilhn cmpmiee, both In term of 
rsturn 00 equity aad also fa earnings per share. 

Mridaada: The arall divided objective coattie to be 
dfetrlbutim of the mmimm elloved uader the foreta registered upit 
rrgulatione. Yalliag this, Sow Cw should elm to discrfbutr et leut 
60% of l ttribatable profits aa a Bruilhn wcoaatiq bsoie. 

The divideode to be prid by Coatab (groee of 25Z withholding tax, before 
blocked funds reduction end rrlrrd a+ estimated exobeny rats a &te of 
receipt) rhould k u foUow- 

1919 1990 1991 1992 1993 1994 ---m-m 

uss(aillfoae) 54 57 66 75 u7 100 

Where poerfble, dividenda rhodld be monetary corrected, ulth the rate od 
dfstributtaa aped in ths light of the prevailiry intttfoa. 

Since the levels l ce coueidwebly belou the mu&mum petitted uader FXC 
reUUkCf.Ou, *we to eahaan these peynate should h sought. 
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8. Debt/halq : Souza Cna should afa at having 00 borrwfnf at the 
yursnd ottnr thu thou resultlg from tha beorfkhl use of rrrll 
rubridlaed short-rem borrdngr. 

Surific Priorltles 

9. 

10. 

, _A. 

12. 

13. 

lb. 

1s. 

16. 

17. 

18. 

19. 

For Tobeeeo, there should be l continuing aim to maintain the 
current dominant pmition in Erufl. bared on l market dare for 
cigarettes of 80% and arsociated rcrcngth of distribution. 

fn view of the increuiag fmportbnce of the lover price markbr scccor 
and the erpcc:ed marlcac dowtrade, Souzr Cw rhould gim further 
consideration CO poerible waya of lncrcaeing share at thin end of the 
mrkcc. 

Opportunitfu for fncraasiog cigarette czportr should contiune to be 
pursued Ln llae vltb guldelbma agreed throusfi the ‘Cobuco Strategy 
Beview Teas. 

Thera should be continued 4mphuir on ianov4tiou 4ad on introducing to 
Sruil n4v products and processor developed l lsewberr in the Group. 

There should also k contLnuiog eaphris on rpplying rwources to 
improving product quality ahead of 4~ increue la media apead. There 
should be eight control on prowrionel expediturr ensuring UC casts 
produce uneqtivocil results befon ctittfng to 4 full launch. 
Considerrtlon should also be gfvcn to tht potcutiil for reddug 
brands utth a ruidue of goodwill (4.9. Minirtrr). 

Leaf Stoekr should be h4ld 4t the mlniaop l4vel need4d to ensure that 
thr required oolum mad q4.i~ of cigarettea UP be nintafned, 
takLa# into ucounf ~7 iaprwamts vhich occur in the avallablUtf 
ia Brazil of high qmllq Wf. 

‘beta should bm increered upbmis oa findlug an alternative worce of 
l 4tate tov in or&r to r4due4 the d4p4adeace 4n a d-l4 rupplf4r for 
a k4y compo444t of tti4 comp4=‘8 rjor product. Souu Crux rhould 
pursue thir 44tt4r tigorouml7 ad bocom lore Imouldpeble bbut ths 

vhol4 acetnt@ tw market lo order to be able to cowfder different 
optioar for overcodag the problem. 

Pl~u should b4 prepared for 4 smoothed tan year programs for 
upduing and r4pluiq 8g4irig amPsfacturi~ 4qtiprnt. . 

z 
Plans for a aau factory &ould be prepared la mod the to react 
quickly if a favourabla sa&a treti shouLd barn utabK4bd. 
Ewever, capacity should k upended only to ret thati for mlumu . 2 
phi& om b sold 4t 4ce4pubti lmlr of profit4bfUty. 
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20. For Luf Expoas, l high prioricy should be givro to iacrrubg 
the Souu Cnaz share of the world eukat~ 

21. Plans should k prepared for the rupporrfnp activities covered by 
SC Plurlnru. SC Plorwtal utd SC Trdlag. shotiItg Cha 
fuscifiucion, objectivtt tnd pltmtd results from chest utlvitlu. 

22. For Paper, the first priority should be to prepare plant for 
accelerating tht face of txp8nrioa for Pirrby and for inproving the 
per~ornancc to a level where the business has a cash flow sufficient 
to pay a divi&nd and CO ruppor, its OYP gror,h. Oprioas for further 
expansion of the ?aper/?ulp actfv!,rfes to a size coaiparahle to that of 
;c~b.cco s;lmit alas 5, cc2a~~arcd as i iOSSi’,le Xlt 2LZeCElGZ Of 
strategic dtvelopmcnr for the company. 

Soura CLXZ should also coorfnut CO evaluate opporrunfcits for funher 
invesmtnts In Pulp as profitable ventures vhicb vlll also enaure rht 
Group’s access to pulp supplier. 

24. For Imait Juict, cht lmtdlact priority is co prepare a complete 
strategy rcvitu of cht bu8inesr , coaaidtring whether lc Is porsiblt to 
improve performance co acceprablt levels or Ff not, what opkons trt 
open to dlva~e eichtr the vhola burincrr or cht straight julctr 
rlenent . 

25. For Biool~nu, the ctntral objective should be to reach breakeven 
by 1990, after which the buslwrr should become profitable and a net 
generator of cash. Tim strategy for cht business should be rtvievtd 
and proposals wade for its future development or dirportl. 

26. For polo. tht ultimate ain continuaa co bt divestment, once 
~~ltiplt sources of supply for polypropylene ffla htvt bun devtloptd 
:n aratil. Souza Crut should also seek addftioaal partners to reduce 
th commitnmz to the business. 

warn 
lbth July 1989 
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