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Guidelines for Eagle Star : July 1987
General
1. The Executive Board of Eagle Star Insurance {s accountable for the

performance of the company, for providing reliable forecasts of futurs
performance and for easuring that timely action is put in haod to
counteract any adverse treads in this performance. It also has a
responsibility for formulating and implemencing plans for the
development of the company.

Following the management reorgaunisation, Eagle Star should seek to
develop clear guidelines defining the objectives and strategies for
each division and integrating these into & strategy for optimising the
perfornance and longer term development of Eagle Star as a whole,
giving particular emphasis to:~—

(a) Pursuing growth iz the Life Business.

(b) Ensuring that the operating performance in the Insurance
Services division compares favourably with that of competitor
companies.

(c) Developiag expansion plans for the International Divisionm,
especially in Europe and, at a later stage, in the Far East.

{d) Revieviag the strategies for the Australian business.

(e) Considering the potencial for expanding the Finance and Credit
Services division and developing specific proposals for
investuent in new activities.

(f) Developing clear policy guidelines and setting up systems to
monitor tha performance in the Investment and Property
Management divisiom.

(g) CEasuring that the information systems used in Eagle Star are of
the highest standard and that proper provision is made to
develop and install systems to a standard that maintains Eagle
Star in a leadership position in the iaduscry.

(h) Considering with Allied Dunbar, potential opportunities for
mutually beneficial co-~operatiom.

The priorities for Eagle Star should be reflected in the operating
plan which is due to be discussed with the CPC in January 1988, prior
to preseatation to the Boardf. However, there is also a requirsment
to producs papers for discussion with the Overseas Financial Services
Project Team in October covering the proposed strategies for expansion

{n Euctope and for the Australisn business. Ian addition, it is
understood that Eagle Star may wish to present specific proposals for
an investment related to the Flnance and Credit Services division
during the latter part of 1987.
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4.

6.

Financial Guidelines

Di{videads : Eagle Star should pay the following dividends including
ACT credics:-

£z 1987 1988 1989 1990 1991 1992
Net Dividend S50 55 60 66 72 80
Tax Credit 18 20 - 22 24 27 29

68 75 82 90 99 109

General Insurance :-

(a) The aim should be for Eagle Star General Insurance to achieve a
202 pre-tax historic cost return on opening asset values, The—

srofir resule should include-reporT¥dIncowme—pilu:
appraciacion _derived~froa-a-soving-5-yesar-average...Assat-valuas
should z1s0-be-.deternined- on—a5- 7esr- moving- avarage-basis..
LR IO VOURRRY . VO DT SVUVITY - LIV YRRy
(b) The solvency margin, based ou smoothed shazeholders' funds,
should be maintained at about 50 of insurance lfabilities.

(c) Vhere thers is excess capital which is not required for the
business, Eagle Star and B.A.T Industries should consider
together how this might be redeployed to provide the optimum
return for the Group.

Eagle Star Life :-

(a) In its Life Insurance business, Eagle Star should aia for the
incresse in the assessed value of the shareholders' iaterest
{excluding the value of future business to be written) together
with the net transfer to Eagle Scar Holdings to be 20Z of the
opening assessed value in each yesr.

(b) ©Eagle Star Life should also achieve iancreases in the after—tax
sczuarial surplus of ac leastc 132 p.a.

(¢) Worldvide premium {ncome should be increased at at least
10Z p.a. in real terms. Since differeat products cazry
different expected margins and risk factors, Eagle Star should
slso aim to reduce the overall risk in order to build a
profitable quality business.

Specific Priorities

7.

For the Life Business, expansion should be pursued along the lines
already developed.

There should be particular emphasis on establishing a strong
competitiva position in the pensions aarket in order to be able to
take advantage of the expected opportunities arising from the new
legislacion.

For Iansurance Services, the objectives for growth and market

positioning should be consistent with an overall objective to earn
reasonable returns from each class of insurance.
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10.

11.

12.

13.

14,

15.

16.

17.
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There should be specific ob jccuv’ for achieving and maintaiaing
levels of operating pcr!onm/.ceonpanble to or becter than major
competitors.

Consideration should be given to the possible implications of further
rationalisacion within the industry, the impact that this might have
oo Eagle Star's competitive position and the desirabilicy of
considering the acquisition of another general insurer.

For the Interzatiomal Division, there is a coutinuing requirement .
to reviev all the operations and to divest any where the prospects for
profits are poor. W%ays for reducing the commitment in South Africa
should contiaue to be sought, aiaing to reduce the equity holding to a
minority.

There should be a clear allocation of priorities, concentrating the
available resources in those activities which have the best long term
prospects.

Opportunities for growth should be sought in Europe, concentraticg
particularly oc France, Spain, Italy, Turkey, Portugal and Greece.
However, it should be noted that opportunities i{n Germany and
Scandizavia vill be pursued by ocher Group companies. It has alsc
been noted previously that bdecause of the operating environment in the
Netherlands, establishment there is unlikely to be attractive.

The strategies for the Australian business should be reviewed and
consideracion given to the potencial for a major expansion of this
business.

Eagle Star should also consider other possidilities for expansion in
the Pacific Basin and should assess the possible benefits of
appointing a senior manager with a specific respoasibility to
formulate and subsequently implement a development plsu in the
region.

Strategies should be developed for the Finance and Cradit Services
division covering both organic growth and the possibility of a major
expansion either through a greenfields ianvestaent or through an
acquisiction.

For the Investment and Property Management division, the plans

sbould reflect the need to maintain a high degree of flexibility
within a clearly defined framework of agreed policy guidelines and of
seasures of perforaance which can be monitored and compared with
market averages.

BRS/DJA
21sc July 1987
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