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1. The overall rcrategy for So1128 Cruz fs to orlntain the growth aad 
profitrbilfg of the Tobacco busiinsss and eo use this l ctfvity to 
gWUU8 8 flW Of fund8 which, SftU m-t of 8n aQQtOQtit8 dirt&d, 
caa be invested in a haled amber of other businesses of substatisl 
sfzr uhfch can achfsv~ loadarship in thlr ntkots aad which ue capable 
of proriding grwth rustafnabk over th looter tern frrture. 

2. The current priorities ‘fir So&a Cruz are:- 

(8) To negotiate tith Covemruat to maintain eigaratu ptice~ imi 
proflcability at levels uhere it ls posslb& to urn profits 
mfffcfeac to pa7 dfoidmuia and to provide fuude for lnreatpunt tn 
other utlvitirs. 

(b) To integrate Tab-8 into sa oretell Souzr Cnaz plan for leaf 
8XpOrtS. 

Cc) To formate action plans aad sttare$ies resolving the 
u~rrtaintiea regarding:- 

(f) hrlp rod P8QU. 
(ii) Idt Juice. 
(Uf) Bioplaata. 
(i-1 Optious for developing DovPrtrua Agribuhmss sctiolties. 
(1) Polo. 

Ffmsncfal CufdeUnes 

The folloda$ Ftnmacbl Guidelines ue provisional and vi11 need to be 
revfewed vheu the wouudc and inflationary prospects for Braall become 
clurer . 

3. Return* on Iastnrnt : Sowa Cw rbould dm to achlm au overall 
return ou favutment of 162 (based on local -gemeat eccounting 

2 conventloua and including investment facome), n&h Tobecco providing a 
higher returu thau the divereified businesses. 

4. Dividends : Dfvfdends expected froa CONTAR (gross of 25% Withholding 'Lax) 
ue:- 

1987 1988 1989 1990 1991 1992 - - - - - m 

US$n 28 3L 35 39 44 49 

. 

~sru~eht~diadendrpridu,t~~b7CO~~ufd~~ 
p~xfm~8 sUomd under t&a loreim Xeglstered Capital (?EC) ngu&tloum * 
but that tie7 will bs tutricted b7 limits to the nolIability of cash 
rasourcss rod distribut8bk profits. It is also usumed thee Some Cnrr 
till dlstrfbute a dnimm of 602 of attributable profits u ausured QO 8 
RruilfrP ucouutfng basis. kr rLw of the cutleut bfp level of 
fufktlou ad devaluation, the ktut utfmte of the dfvldead for 1987 
is USsg284 uhich ir sigdflcaatly lwu Utauthe mudau8vhichvouldd 
allwed uader the WC regulations. The mnfning Jeus represeac e 12% 
p.r. facrrrrr (82 p.s. real + bX p.a. hfbtion) but the da shd ba 
to restore dfvida!ds to tlm full mounts allowed uader the’ FRC . 
regnlatfous. 

2 
5. Debt/Equity : Souzr Crux should sin to lure no borrwing et the year - 

end, ocher than that rssultfcg from thn use of small subsidfsed 
ahort-term b4rrowLngr. 2 

/ . . . z 
ko 
h3 

BAT Industries document for Province of British Columbia 23 April 1999 

t 

c 

BATINDUSTRIES 00013875 



-. . 

-2- 

Sgociffc Priorftlrs 

6. For tobseco. chrrr should be 8 coatfnufnS sfn to msiat8fn s dominant 
posfcfoo in tha Brazilian Cfp8r8tte market in tams botb of market ahere 
snd of the strenpch of distributioa. Howaver, the immedirte priority 
muse be to negatirce with Govemment for sn Lncre888 ln the Qrofit8bility 
of the market . 

7. There should k continuing mp&sfs on applying ruources to product 
qu8litJ. rhe8d of any inctr8ses fn the media spend. 

8. Plans for 8 aev fretor should-h prepared in good time to able $he 
coupea tc reut quickly if 8 f8vourab& srles ttend should becoae 
est8blished. 

bd~~~%~ for tlm fategr8tim of T8bru. 
oft8 should coatfaus to be given l t&ah prioricy aad a stratefJ 
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15. 

16. 

For ?8per, the oxfsting plant should k upgraded from 
60,000 tom p.8. to 100,000 toam p-r. up8civ sub jeer to rruoa8ble 
u8urances on palp suppllrs. Opportuaitiu should be sought to latroduu 
Cubomless 8nd possibiUtlo for purchasing l dditloort f8cflltirs to 
provfde the necess8ry production frcllltlu skould be kept Vader review. 

lor Pulp, the first prloritf should be to negotiate l revised 
shareholders’ sgreemenc 8lloving Souz8 Cnm to coorfaae to imfluence key 
decisious la hruruz. Subject to rusoamble asuraaces an this, Souz8 
Cruz should glm frvourabla coasideruiom to the plan to Lncre888 the 
CbQdt7 Of k&CnU. 

While accepting the, vadu current conditions, there are ualfkdy to bs 
fmedlate o~pottwitiss to scqoire nev P8pu/Ful.p 8ctloLties l 

acceptable prfces. it L scfll fmportaw to bufld ap i&depth kwvledm 
of the sector mad its componeac companies so that rt an opportudty does 
l isa to &ke sa uqulsltloa or tn scqutre specific facilities from 
another compmy, Sousa $naz f8 in a position to prepare 8 prop04 fraP 8 
good b8se of knovledge. 

For Ydt Jufce, the hdfate priority should be to improve the 
performance of M8guszy 8ad to est8blfsh 8 firm base for coasiderlry the 
potent%81 for erp8~ion. 

lot ?olo, the ukimata 8im should be divestment, ouce maltipls 
sources of supply for pol7prop7leae film her been developed fn Er8zfl. 
SOUM Crux should 8im to nintLLn the positive wh flew planned for tbia 
business eves if, u 8 result, t!m proportion of the equip abateholding 
held by Sou88 Cruz fs reduced. 

?or Biopknt8, there sbauld k a cousindug &a for t&e business to 
l hieve a positive c8sh flow by 1989. Hwever, ft is al80 importaS that 
the co~pen7 should operate at a level where it Is possible to -8888 the 
opportuaities for Souza ruz to set up 8 profit8bk 

h 
idty 'douastre8m' 

in Agribueiness- If NPf sot vfsh to mubscrlbr tha ‘rhere of the 
fnvesmnt required for the l rpuufoa of tfopl*oU, it should ba 
rugguted to thorn that the7 should either let the proportion of equfv 
held w t* credueul or should consider 8 tomplate dissoluti~ of the 
jobe rancure arrangement. 

liaaacial Senlces should coatbue cc be coorfderad am a possible ae~ 0 
l ctiviw in which to invest rad Souzr Cruz should k prrpw%i co move - 
rapidly if there ia 8ay nlsx8tioa of the currsac Umlcrcloas 00 for&n 
p8rtfcipotion in the sector. 2 
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