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1. 

2. 

3. 

Tbe central objecrloe for Amatil should be the achievement of returns 
and suetained rates of growth in dividend and earnings per shara which 
compare favourably with ocher lading businesses la Auscralfa. 

There should h an ala to position &til in Tobacco and lo a lfmfted 
number of ocher activities of mbsturcial size in leadership pi= 
fn growth aarketr or urht segients capabh of providing sustafnsd 
oraadc powch in sales aad profits. In selecting such grouch 
opportpnitfes, Amatil should hvm regard to 1.A.T Iaduatries’ 
prefereuce for developmenes in ~0bs~c0, nst8i1, Plna~cial Serricrs rod 
Pulp/Paper. 

In evehating bmstil's strategies and play, B.A.2 Iadustries &l.l 
apply the sam criteria u l rs l pplfed to the odber burinea8es within 
the Croup. In particular, if vfll k iaporta~t to ensure tb8c uch of 
the buslaesses within hmatil la operating efficiently rod la producing -- 

D,,JL,~ /brsl(c a ash flow which, after covering central overheeds, dfvidends au! 

py ACIWI Ll?roJ lnterut papeas, ls 8ufficfeat to either fuud 881~ growth at rul 
per anus or u produce aa equivalent 

in other l ctitities. 

Flnaacial Guidelinea 

4. Based on the current B.A.T Industries Croup shareholding, the 
dfvfdends expected from Amat5.l (gross of Yithholdfng tax) are I# 
f ollwr:- 

Tears to 31st October 
. 

1987 1988 is09 1990 1991 1992 - - - - - - 

&m 12.2 LO.0 16.2 18.6 21.4 24.6 
-. 

The guideUnc dividends recomended are based onresl grwcb of8 per 
emat par annun with inflstioa of 6.5 per ant per annum. 

I‘ 

s. It I8 recommended that Ilnrti sedr aa overill historic cost r~urn on 
MC usecs (on a 1.A.T kdustries* basis) of 30 per QIIXC, vfth no 
individual dltision 8chieviag 18s~ tba 20 per ceac. In addition, 
individual opeatfng didsfoo should give priority consfdaration to 
tha i88UU of tiprOVing S8h8 SUginr 8ad en¶uCfq positive cash 
geuet8tiou (after attribut8b~e d%rldePds, iateresc aad tax8tioo 
costs). 

Specific Prforitfss 

6. Amatfl’s firrc priorby should be CO uek improved perfomwce Lrr sll 
the l frtfQg bQslnuru. when bdfvidurl burfnums do not wet the 

7iUW4cW 
+ 

requirement of hint in leadership positions in grovch markets and 

[k&Cm-) 
achfevlog recuras rufficlenc to gior urh mlf-rufficianq at real 
races of frovth of at le8st 6 per unc par annum, action plans should 

&.irvj &?A CY 
M&UirS) 

I be developed richer for iwroviug the performance add posltiw of the 
businesses or for their divestment. 

7. There should be au aLn to reporitfoo &atfl in fever but more 
substaaclal operacfons and u a ffrsr stage in this, coosideratfon 
aighc be given to dlvercing the Soa& Food 8nd POdtry dlvfsioa is 
order to support further lnvestmsnc in the Beverages divlrloo. 
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Lookfog lolrger tars, other opportutitiu for reposfclooizg ibutil 
should be considersd, gfting particular emphasis to oppor:unfties in 
rctiviti~ in which B.A.0 Iaduscdu is already involved and vhen it 
IJght be possible to take Sdv8ut8ge of synergistic benefice. 

Prforig should also be gives to formrlatlng ~18~s for fcading these 
iavestments, eking the nufmum use of iDterns reeoureas, including 
the proceeds from divestments. 

For Tob8cc0, the flrst'prfority-should be to rebuild ua:kec sh8re, 
particul8rly in the full-price sege8nt; by ensuring that full uss is 
made of the competitive strength8 derived from the nev naaufactuting 
f8CilitlU and by developfnl and m8rketfng innov8tive new products. 
PrOgrSSS on 8chfSvfng market rh8rs improvemuts should, however, k 
monitored closely to l usure that any short-rem adverse impact on 
ptofitabflity does uot endanger ~~~11’s werall finauncial posftioa 
and c8pacfy to pay dividends. 

Priority should be gfve8 to ~msoli&tfag the performance of the 
doPUt:t t&UC0 O~UtiOU b8fOU SUkfllS t8tiOM~S8tfOn in m OthU 
Austr8ksirn and P8CffiC Is&ad muk8ts. 

Efforts should continru to improve efficfeadss so that the position 
of lavsst-cost producer of qu8lity cigsrettes is mshtriaed. 

Am8til should m8ke full use of imam8tfv~ product rd procsss 
developnentr available from elsevherr vfthin the B.A.T Industriu 
Group. 

Anstil should cootiaue to support industry r8presentrtioos to both 
hderd rod St8t8 tivernments on t8~tiw 8d 8~0kiag is8uU 8od 
should play an ectfve role Ln opposing the 8mi-smkfng lobby. 

For the Beverage division, the prfmary wphuis should be oo 
seekfnf opportuaftles for 8a*et share improvement fn or&r to 
strengthen and take full advantage of Amtil’s hadership posltioo in 
the Austr8Uan non-alcoholic kver8ge arket. In addition to purrufng 
organic grovth, the potential acquisitions identified ti Amstil's 
Str8tem Eerlee should also bs kept u8der coosider8tfon. Flrns to 
erp8nd fn overseu markets should, initially 8t hut, be U~triCUd 
to Austria and Uev Ze8laod. 

For haltry, Amtll should conalder bsv the dfvisioa’s performme 
c88 be faproved 8ad vhecher the iavolveme8t in chfs rctivfty should be 
rationallsed. Coorider8ciou should also be gfven Co the possible 
divestment of these buainerses. 

Coasidrratioo should also bs given to dlvestaent of the Snack Food 
act1vic188. Uwevers the imedirte prloriy for the divfr10~ ehould 
be to echfeve hproued levels of perfomece through succsseful 
fmplementatfoa of the planned rrtiooalfsatioo rod through fmprovesents 
in production tfficitncftt. 

Within the Uutiona cad Ptigfng dfrisfoo &at11 should 
coutixnze to seek investoent opportusitfu in potentid high-return sad 
fast-grouing aarkeu, particel.8rl~ in the Co~ufu~ioos and Systa~u 
ares. Such investmsantr should be resourced out of the divlsio~'8 wu 
cash flow, if eecessrry through divestmet of ocher busiaerses such ee 
the Flaxfbles and rsl8tsd p8ckaging oper8tions~ The future of the z; 
Cartons operation should sleflarly be kept under review. No 

- 
RSIDJA OD 
20th July 1987 
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