
r‘ 

DRAFT 

Cufdelfus for blued habrr : July 1987 GaB 

Ccnaral 
\,/A 

1. Tbc Guidelines for Allied Dunbar reflect the u~eccatioo tha: the 
company should be l bla to rchfeve sustained rapLd rates of prouth in 
turnover and profits through bulldla8 on the strengths inherent in:- 

(a) A customer base of 1 millfon relatively affluent policyholders 
aad inves tars . 

01 A large direct salesforce and a good relationship tith 3,000 
independent life arsuraaci and investment brokers. 

(c) A unagement team experienced aad fnnovativc in lIta, pensfons, 
retail funda and related fields. 

(d) A highly efficient edminiatr~tlve team, experienced la these 
flelda and capable of operating sophisticated computer systems 
ad controls. 

flxuacfrl Culdelfn~s 

2. Returns : Allied Dunhar should rim for the manual inerase io the 
value of B.A.T Industries’ attributable share of the assessed value of 
the busiuess together with net dividends paid to 1.A.T Industries to 
be 2% of ths opaDing value of the attributabla usused velua. B.A.T 
Industries' attributable #hare should reflect the net lirbflltypd A 

w r 
outstanding alurea and abare options. 

Additionally, Allied Dunbar should seek to ineraase the Pinanclal 
Surplus from e67m in 1987 to QW7r in 1992, which represents a pm-tax 
return on l.A.T Iaduetrfes' estimated book value rising from 19.92 fn 
1987 to 35.72 in 1992. 

3. Gross Initial Comissio~ : Allied Dunhr should afan to achieve 
10% p.8. real growth in It088 inltial CO~U~OM. 

4. Dividends : Allied Dunbrr should suk to intrsue the dividend per 
share by at lust 10% p.a. in reel terms. On this basis end aasudng 
B.1.T Iadustrle8 acquires shares promptly after issue, the mlnimm 
dividends required from Allied Duubar are:- 

Em 1987 1988 1989 1990 1991 - - 1992 - - - m 

Net Dividend 35 .o 40.4 46.8 54.1 62.5 72.2 
Tall Credit (ACr)12.9 lb.9 17.3 20.0 23.L 26.7 

- - m - - 

17.9 59.3 6b.l 74.1 85.6 98.9 
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9. 
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productivity through sttrsctiug more customers and by protiding 
existing customers with a vider range of attractive policies. 

There should be continuing eaphirlr on eaauring that the quality and \ 
capacity of the lnforrutioa sfstens used within Allied Duubar is such 
that these can uot oaly support tha &ring bmfnesr but un rZso hi 
used u a poritia fsetor iu promoting aev rctivities rd redeem. 
The plaus for Allied Duub8r should include adequate provisfoa for the 
~~esa8ry investments both in the systems aad in the aermgemeat 
resource required for their operation 8ad development. 

Allied Dud&r should continue to consfder, with Eagle Star, the extent 
to which crow-selling of hgla Star Life aad General Iuauranee 
products un be made 8ttr8etive to the two compeaim sad to individual 
r8lesun. 

There should k continuing aphasia on the need to achieve above 
average invutmeat performawe. Criteria should be developed for 
ueasuriag this perfomsace, which should be monitored on l continuing 
b8sis rtl8tim to key coq8r8tor comp*n.ics. 

There should be further umsideratiou of options for enhancing the 
exfsting busiaess b8re includiag:- 

(8) Streogtheaiag the breading of the names Allied Duahr ssd the 
Plnrncfrl Plawing servics. 

0) Reusersing opportuaitles in the Broker markat. 

(4 DeVdOpillg l segmented srlesforce aimed at different customer 
C==Q' l 

(d) Developing an Iatematiou8~ s8lesforct. 

(e) Developing 'twinning' l rraageaeats with other fiuaucial remice 
iustitutioas simfl8r to those already rrtablished uith E8t8te 

, 

Agents. 

the poteatial for extending the 
compete more strongly fa the sectors of the 
served by Industrial Life comp8nies. 

Ulied Dunbar should also eonsfdtr the pos8ibi~tiea for further 
-ending its activltirs IJ.I fixuncial rrvlces through a major 

,F$;&* 
l cqufsftlou to be funded by E.A.T Iadustries. In uressfnp these 

ities, key crftrtir co he met till k chat the acqtiritlorr 
should be ia sa activity where ths l xiscing strengths sod expertise of 
Allied Dunhr can he spelled to enhance the value of the company 
scquired sod that it should tnrhle Allied Dunbar to crtabUsh 8 strong 
competitive position uithin the relevant msrket sector. 

RSIDJA 
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