RMG00000029
RMG00000029




RMG00000029
RMG00000029




RMG00000029

August 2006 to si ontract, subject to the satisfs
conclusion tions with Fujitsu. contract pr




ACTION
David Burden

RMHO07/24

(m)

(n)

(0)

(a)

(b)

(d)

(e)

RMG00000029

RMG00000029

Royal Mail - Strictly Confidential

Government had not been finalised, it was nevertheless
sufficiently advanced to proceed with completing the Fujitsu
contract. The Board concurred with the course of action;

Technology: David Burden referred to the actions in hand to
improve the relationship with CSC. The Board asked for a report
on the state of the relationship and the future strategy in respect
of CSC for the May meeting of the Board;

People and Organisational Development: Tony McCarthy

reported that the pension scheme non-joiners exercise was
reaching the final cut-off dates. The Jatest position was that 568
people had opted to join the scheme from a retrospective date,
and this would incur a past liability of some £4 5million,
substantially below the earlier estimates reported to the Board.
The final figure would be known within the following few weeks
when all replies had been received:;

Tony McCarthy reported that following a recent EU decision on
the VATability of medical services, the ATOS contract would be
incurring an additional £2million per annum VAT charge.

FINANCE DIRECTOR’S REPORT — RMH(07)13

The Board noted the period 9 report, and lan Duncan’s
accompanying presentation giving the flash results for period 10;

Group profit before exceptional items in period 10 was £7million
below forecast and £1million below the prior year. This
performance to an extent masked the fact that there had been a
revenue shortfall of £29million against budget, mainly in the
Letters business, as expenditure had fallen substantially during
the month as a result of some one-off issues. Were revenue to
continue its trend, as was likely, then it could not be assumed
that expenditure would continue to fall commensurately in the
remaining weeks of the year:

the cumulative profit position at period 10 showed a Group
operating profit before exceptional items of £1 10million, £1million
adverse to forecast and £170million adverse to prior year;

lan Duncan estimated that there was a further £40-60million
revenue risk in the Letters business. Action was being taken to
pursue additional sources of revenue aggressively, while
management was making all efforts to cut any unnecessary
expenditure, including significant reductions in operational
overtime and new hires. The Board supported these actions,
providing they did not jeopardise Letters quality of service
performance. lan Griffiths assured the Board that the actions
would fall short of doing that, as the loss in terms of reputation
and risk of regulatory fines would make such action counter-
productive;

the Board went on to discuss the importance of making costs in
the Letters business more responsive to changes in volume: as
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RMPP INVESTMENT STRATEGY — RMH(07)1

The Board noted lan Duncan'’s paper and Frank Schinella’
presentation, which set out the rationale for the g p
reduction in equities to 50% of the Plan's assets,
of why the Company should endorse a liability m. ah:
considering the relatively low yields available in
and an explanation of how the impact on the Boa
assets could be minimised. The Board was remin
ultimately the RMPP investment strategy was am
Trustee, although in view of the major impact of the
the Company's finances the Company was seeking t
the Trustee to arrive at a strategy that reduce:
while minimising the impact on expected mtxms

Company representaﬁves fxaé baen having in é&pm

appropnate one to follow to achieve the Q&j&cﬁw of tedw;% gﬂsk
while protecting returns;

there were however some concerns that the Trustee ma
more driven to move quickly from equities to bonds that
implement some of the alternative investment appre
as the use of swaps and other investment vehicles. Al
Board wished to ensure that in effecting the new strategy, tr

Trustee would do so in such a way as to minimise B’ansa ﬁa&
costs;

overall, after full discussion, the Board su ggg,g ﬁ%’a Trustee
proposed investment strategy. In order to reinforce the Boards
support and raise its concerns with the Trustee, lan Duncan was
asked to write to the Trustee setting out the Board's views.

GOVERNMENT FUNDING

Adam Crozier shared with the Board the final version of the term
sheet agreed with Government for the future funding of the
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management challenge in making the changes of stadkaﬁd}ﬁnjjsh
times to many thousands of front-line people's work patterns;

(d) after further discussion the Board:

(e) approved the investment of £10.1m Capital Expenditure, £1.7m
Operating Expenditure, £2.2m Capitalised Lease, £3.3m ‘
recurring costs in the Network and £5m recurring costs in Area
operations for a total cost to the Business of £47.0m over four
years;

(f) noted that of these sums, the Board had authorised at the
November 2006 Board meeting £11.7m in respect of the net
increase in air flights;

(9) directed that consideration of the requested incremental area
operating costs of £5-10m be considered as part of the
forthcoming budget discussions for 2007/08.

RMHO07/30 REGULATION REPORT — RMH(07)17
(a) The Board noted the report.
RMHO07/31 TECHNOLOGY AT ROYAL MAIL - RMH(07)18

(a) The Board noted David Burden's paper. David Burden
emphasised that there was a big unexploited opportunity in the
usage made of the Royal Mail website, which had over 7million
registered users, but negligible revenue; while the biggest risk in
the technology area arose from the lack of an adequate HR
system;

(b) the Board considered that the issues raised in the paper merited
ACTION a longer strategic discussion, which it aimed to do at the July
David Burden awayday. In the meantime David Burden was asked to clarify

the “general principles and strategies” referred to in his paper.

RMHO07/32 QUARTERLY INVESTMENT REPORT — RMH(07)19

(a) The Board noted the report.
RMHO07/33 CORPORATE RISK SCORECARD - RMH(07)20

(a) The Board noted the report.
RMHO07/34 COMPANY SECRETARY’S REPORT - RMH(07)21

(a) The Board noted the report.
RMHO07/35 CLOSE

(a) In the absence of any further business, the Chairman closed the

meeting. The next meeting of tk{iﬁaard was scheduled for 13
March 2007 at 148 Old Street, Lowdon.

18 G RO




