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Guidelines for souza Crux : July 1987 

General 

i 
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\I( 

1. The overall l c~8ceg for Sousa Cw is to maintain the growth aad 
profitability of tha Tobacco bumfn8ss aad to use thfm l ctirLv to 
gsnuace a tlov of fuadm mhich, after psymeoc of aa qqropri~cr dirldend, 
an k invescsd In a lfaicd number of ocher buslnessu of subacaacial 
sits which csa schieve leedushfp fn their msrksrs end vhfch us apabfs 
of ptooidlag grwch susuiasbk ovsr tlm loogsr csna future. 

2. The current priorlcl8s for Soua Cruz ue:- 

(a) 

0) 

CC) 

To aegociau with Covecnmenc to aefncria clgaretts prices 8tui 
profftrbflit~ bc levels vhere it ir possible co urn profits 
rufffcisnc to pey dfrldends end co provide fuadm for investmat in 
ocher actiricfes. 

apcrc dt L c ‘+ tc 
0mrd.l Souza Cruz p&n for leaf 

uporcs. 

10 forau&ce ectiou plans and 8ctrtegies rssolping ths 
ullcucrfacfu rqprding:- 

(1) Pulp mad Psper. 
(ii) truic Jules. 
(ill) Bioplants. 
(iv) Optiona for developing Dovwtrsem Agrlbwirrus acclvlties. 
(v) Polo. 

Ffaucial Guidelines 

The tollovhg lfamMi81 Gufdelfaes are provisioMl aad lflll need co be 
raviswed vhsn the economic snd fnflsciaeury prospects for Drufl become 
clearer. % CGd+-X- 6 0rrJ &Lbrr6Gw- erki, HA qW Wl\ pcnlu 

Q)‘ppd& 
Becuras on Iavescmenc : 
recucn on investmat of lb2 (busd oa local mmaa~emmnt u~ti~ 

i coaveatfow aad inchding iawmcm~c iacom), vich Tobacco protidfng 8 
hi@u return the8 the diversified busfaessw. 

3 

4. Dlridends : Dfridsnds upectsd from CONTU (gross of 25% Withhold4 TM) 
are:- 

19a7 1988 1989 1990 1991 1992 m - - - e - 
r US$a 28 31 35 39 44 49 

Thea8 usuae that the df~deadm yeid co the VI by COBTAB should h the 
Adam alloved u8der cbe ?oreiga Xegircerrd Capital CFBC) retrrlscforu 
but tkec they vlll be rutdcced by limits co the sveflabflity of cssh 
resources sad discribuceble profits. It is also 88Med ChU S0us8 Crus 
vill dimcrlbuce 8 miafmm of 60% of attributable profits m meeured on l 

BratiUan l ctounciag bmmis. Ia Tfev of the currsac high 1eva of 
inflation mnd &vm.lueci0a. the latest mtim8ce of the dfvideud for 1987 
la W528a. uhicfr ls si~iun+l~ lwar thaa the marlmum vtdch would br 
slloved under chr PPC rsguhlons. The rsaafning years reprueoe a 12% 
pa lncrrrrr (82 pea. tul+ 42 p.r. iafttloo) but the aim lould k 
to restore dividends CO the full amounts alloved mder the FXC 
rcguktioa.8. 

5. Debt/Equity : Sousa Ccuz should rin co have no botroving *c the f**r 
end, ocher cbm chat resulting from the use of small subsidised 2 

short-csrr borrovingr. 
I . . . G 
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Spceffic Priorities 

6. For Tobacco, there should be a tourfnuing da to msi5cafn l &daaac 

positfo5 Ln the Brazilian Ciguscce lurker io tems both of nuket share 
and of the scrsngth of discribucion. Eovmvu, the immdface priority 
must be CO ucgo~iacr with Gove nmenc for sa increase in the profftrbillcy 
of the mrkst. 

. 
7. There should be continuing saptmsfs on spplying rmmourcss co product 

quallcy, ahead of 8~ incresses in chs asdia spud. 
. , 

8. Plsns for a MU factory rhoulhk prepared fn good ciae co able cbe 
coapeny ta react quickly if a fevourab& salea crand rhould become 
established. 

11. 

12. 

i3. 

k 
L4. 

r 

1s. 

. 

16. 

Lea&ports should toocfnue to b given a Mgh pdorlty and a rcru~g~ 
developed for elm iucrgracion of Tabam. 

For Paper, ths dscing plant should br upgraded from 
60,000 COO1 p-e- Co 100,000 tons pa. cepecfw subject co rsasoaabls 
ssauraacss oa pulp aupplfes- Opportunities should be sought co fncroduce 
Carbonlea a5d possibilities for purehasf~ addfcfoosl facilftfee to 
provide the necusrcy production f8c.ilfcies should bs Iupt u&et revfew. 

lot Pulp, the first ptioricy should be to negoclats a revised 
slureholders' l gruamuc ellovlag Sow8 Cnm to coucimn co Fdluence key 
declsioas in Aracrux. Subject to reasonable sseura5ces ou this, Sorn;a 
Crus should give fawmrable coamiderulon co the plan co incrsua th 
upaeity of Aracnu. 

Rhila sccepting thst, wader aarreuc umdftio5s, there srs mlfkslr co bm 
-edlate opportunitiu to acquir8 new Paper/Pulp rctivLties at 
acceptable pricea, it I8 still irporunc to build up &i-depth knowledge 
of tbs sector and its eoapom8nt coapmniu so that ff 85 opporcwlty does 
l ise to lvlu u scquisicfoo u to acquire specific fadllciu fro8 
aaochu compwy, Soor8 Cm8 Is in 8 positiou to prep8rs a proposal frw a 
good here of knowledge. 

For Tndc Jufcs, the haediata prloricy should k co lmprwe thm 
perfomaas af Msguary end co esubllmh a f ixm base w coosideri5g the 
pocs5cial for up8asian. kw 

Tot Polo, the ultimece aim should be divestrant, o5ce multiple 
murem of aupply for polypropylene film hem been developed in Bruil. 
Sousa Crum should aim co aai5a the positive cs8h flou phwed for cbis 
business ewea if, am a result, the proporcioa of tkn equieg shareholdinS 
held by Sousa CM fm tad-d. 

For Bioplenta, there should be l coucinufzy rLn for the business to 
achlevm a positive cub flw by 1989. touevu, it is slsoimporCs5C Chat 
the company should oparatr u 8 level where it L possible to ~8888 the 
oppornmicim for Saum Cruz co set up a profitable accfvfty ‘dovascrsaa’ 
in Agribusiness. If NPX do uoc vfsh to subscrfbe their dare of tb 
L5vestw~ required for tbs upwmlo~ of Bioplsriu, ic should br 
sutpested to them that they should either tat the proportion of equfty 
held lq cbea be reduced or rhould coaaider a complete dlrrolutiao of the 
joint venture urangwent. 

h; 
0 

?inmncial Serrices should continue to be considered u a porslble new 
l ccitity in which to invest and Sow CM should be prepard co move 

z 

rapid17 if there is my rdurcioo of the current Unftations ou foreia 
\D 

psrcicipacion in the sector. G 
RSiWA 200 July 1987 
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