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Deer Paul, 

Imaaco'a Dividends 

I know from diacuaeiona chet we bevc bed and from the corporate objectivea 
that Iaeaco eeLa for itself the importance that you attach ro the concept of 
a tocd recura to ahareholdcra. Uhilt it ia underatandablt thae amy 
l htrtholdtra vi11 rcgerd crpiral tppreciation AI being the moat importanr 
element of thia rtturu, I am anrt that you will undtraread rhat corptrttt 
l hartholdtra, and in perticular B.A.T Induatriaa, vi11 rtgtrd the r&La of 
dividend AI more important. Ye regard our ahtrtholding in Iuaco l a bting 
long-term 80 thae the iacrctat in the ahere price. vhilt plearing, ia 
aomcvhat acedtmic. 

The Croup la, hovever, crucially inttreattd in the cash dividend peymtnt. At 
the current payout of 18 cents l ahart per quarter the BAT dividend income 
mounts to CS30 nillion a year after withholdinS tax. 12110 ia e low yield on 
tn invtatoant vhich is currently vorth l tmt CSl200 million. On t numbtr of 
ocuaiona ve btvt diacuaatd vlth you the implications to ua that might ariae 
from financing acquisitiona by mtana of ntv equity iasuta. Our own viewa on 
such proporals vould certainly be influenced if tha financing coat to ua 
could bt covered by fncrctatd dividend8 vithin a ahorttr timt-suit. 

B.A.1 Induatriea' dividtnda to ita own abartholdcrr art financed from the 
dividenda received from Optrating Groups end Aaaociattd Ctnptriiea, moat of 
vhich la overaeaa income. If ill our Operating Croups td Aaaoci8tta 
contributed to the BAT Group dividend paying capacity the ame proportion of 
l ttriburablt profira ea IIUCO. it vould not heve covered our 1984 dividend. 
There are two probltmt underlying this situation: there is the risk that vhtn 
sterling appreciate8 againat ovtraeta currencies more ovtraeaa currency 
dividend8 are required to finance our sterling dividend and this ia the 
poalrion for 1985. Stcoadly there la a tu problem in thet 'advanced 
corporation tax- haa to be paid on the net dividend peid to B.&-T Industries 
l &reholdtra: thus vt can 0dy ptaa on aow C.$21 million Of our IUSCO 

dividend income in the form of B.A.T Indobtrita net dividenda. 

The plana that Imeaco preperea ahov txcelltnt uah generation aomt of which 
ve feel could be uaed to increase the dividtnd payout level toverda that of 
other divereified tobecco cmaptaita both vithin and outride the 
B.A.T Indusrrita Group. I have liattd belov the percentage of attributable 
profica diatributtd by various such compenita. 

AMATIL (Year to 31.12.84) 392 Imperial Croup (Yur to 31.1Q*.84) 452 
BATUS (Year to X.12.84) 41% philip Horde (Year to 31.12.84) 472 
Imaaco (Yttr to 31.03.85) 29% R J Repnolda (Year to 31.12.84) 382 

These points confirm our earlier diacuaaiooa and I vould apprtciatt their 
early conaidtration by your Botrd. 

C L Dennis 
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