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General

1.

2‘

The central objective for Amatil should be the achievameat of returss
and sustained rates of growth in dividend and earnings per share which
compare favourably with ocher leadiag businesses in Australia.

There should be an aim to position Amacil in Tobacco and in a limited
ouaber of other accivities of substantial size in leadership positiocs
in growth markets or market segments capable of providing sustained
orgaaic growth in sales and profics. Ia selecting such growch
opportunities, Amacil should have regard to 3.A.T Iadustries’
preference for developasnts in Tobacco, Racail, Financia)l Services and
Pulp/Paper.

In evaluating Amatil’s scrategies and plans, B.A.T Industries will
apply the same criteriz as are applied to the other businesses withiao
the Group. In particular, it will be important to emsure that each of
the businesses within Amatil is operating efficiently and is producing
a cash flow vhich, after covaring central ovarheads, dividends and
iacerest payments, is sufficienc to either fund sales growth at real
rates of at lsast § per cant per annua or to produce an egquivaleat
cash surplus for investment in ocher activitias.

Financial Guidelices

D+ Amsilt &

4. .[ BXYET-or-the current B.A.T Industries Group shareholding, the

dividends expected from Amatil Lgsess—af-lilshhelding—Few) aze as

follovws:~

Years to 3lst October

1987 1988 1989 1990 1991 1992

ASm 12.2 14.0 16.2 18.6 21.4 2.6

193) pmd fo btagpan b wean ore
The guideline dividends rncomns"edl ;:e—bu':d on real growth of 8 per
cent per amnum with iaflation of 6.5 per cent per annua.

e

S. | TCIST¥Coumended that Amatil seek an overall historic coat return ot

net assets (oo & B.A.T Indugcries' basis) of 30 per ceac, with mo
individual divis{on achieving less than 20 per cent. In addition,
ind{vidual operating division should give priority cousideration o
the issues of improving sales margins and ensuring positive cash
generation (after actributable dividends, interest acd taxation
costs).

Specific Priorities

6.

Amatil's first priority should be to seek improved performacce i all
the exiscing businesses. When individual busizesses do noc meet the
requirement of being i{n leadership positions in growth markats and
achieving returas sufficient to give cash self-sufficiency at real
tates of growth of at least 6 per cent per amnum, action plans should
be developed either for improviag the performance and position of the
businesses or for their divestment.

There should be an aim to reposition Amatil {n fever but more
subscantial operations and as a firsc stage in this, consideration
might be given to divesting the Snack Food and Poultry divisions in
order to support further iavestaent ia the Beverages division.

Jeeo

028164102

BATINDUSTRIES

00013903



9.

10.

11.

12.

13.

14,

15.

— 16.

17.

18.

RS/DJA
20¢h July 1987

'\\-d-d..;-' fhcm'hl)

-2 -

Looking longer terz, other opportunities for repositioning Amacil
should be cornsidered, giving pareicular emphasis to opportunities in
scsivities in which B.A.T Induscries is already iavolved and whers it
aight be possible to take advantage of synergistic benefits.

Priority should also be given to formulatiag plans for funding these
{avestaents, making the maxizum use of incernal resources, imcluding
the proceeds from divestzencs.

For Tobacco, the firsc priority-should be to rebuild market shares,
particularly in the full-price segment; by sasuring that full use is
made of the competitive strengths derivad from the new manufacturing
facilicies and by developing and marketing innovative new products.
Progress on achieving market share improvements should, hovever, bes
monitored closely to easure that any short—term adverse impact on
profitability does not sndanger Amatil's overall financial position
and capacity to pay dividends.

Priority should be given to couosolidating the performance of the
domestic tobacco operation befors seeking ratioualisacion in the other
Australasian and Pacific Island markets.

Efforts should continus to improve efficiencies so thar the position (
of lowest-cost producer of quality cigarettes is maintained.

Anatil should make full use of innovative product and process
developments available from elsevhere within the B.A.T Indusctries
Group.

Amatil should continue to support industry repressatations to both .
Federal and State Governments on taxation and smoking {ssues and
should play an active role in opposing the anti-smoking lobby.

For the Beverage division, the primary emphasis should be on

seeking opportunities for market share improvemeat ian order to
strengthen and take full advantage of Amatil's leadership positiom in
the Australian non—~alcoholic beverage market. In addition to pursuing
orgaaic growth, the potestial acquisitions identified in Amatil's
Strategy Review should also be kept under cousideration. Plans to
expand in overseas markets should, inicially at least, be restricted
to Austriz and Nev Zealand.

For Poultry, Amatil should consider how the division's performance

can be improved and whether the i{avolvement in this activity should be

rationalised. Consideration should also be giver to the possible (
divestzent of these busizesseas. -

Considaration should alsc be given to divestment of the Saack Yood
activities. Hovever, the immediate priority for the division should
be to achieve improved levels of performance through successful
izplemantacion of tbe planned rationmalisacion and through improvemeats

ia production efficiencies.

Within the Communications and Packaging division Amatil should’
concinue to seek iavestment opportunitiss in potential high-recurn and
fast-groving sarkecs, particularly in the Communications and Systems
area. Such investments should be resourced out of the division's own
cash flow, if necessary through divestment of other busicesses such as
the Flexibles and related packaging operations. The future of che
Caczzons operation should simllarly be kept under review.
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