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ICL PLC
Mlnutes of the meetmg of the Board of Drrectors
Heid at 13 30 am on Wednesday 1" August 2001

L L At Fujitsu Limited, 1-1 Kamikodanaka 4- Chome -
. - - Nakahara-Ku, Kawasakl 211- 8588 Japan -

P - - = -~ = e e S R

~ Present = MrM Naruto : (Chmrman)
. MrNAkikusa f~ - -

- MrR Christou (Chlef Executwe)

~ Vicomte Davignon

~ MrY Hirose -
. ‘MrHKurokawa
L . My HB Thompson
- e S lehbrand

 Inattendance MrRF Scott ‘ (Secretary)
- = ;‘\MrDCourley ~
Mr PEarl -
- MrT Okada,
. ;;MrHHnata - -
- MrYKatsuya -
- MrKOnuma
. MrTMasuoka
- MrM Stares L (Itcm 44)

. 1’Ihe Chairman ‘welcomed the Board and attendees to Fu;n:su and to ]apan In the =
L ‘rnormng of the da}r of the - meeting there had been a visit to “net Commumty to sec
~ Fujitsu’s approach to the Japanese government’s plans for internet related activities
~including government to business and government to citizens initiatives. The Fujltsu -
~laboratories had been visited and state of the art: technology seen, mcludmg brOadband -
- i“and mobﬂe developments S ~ ~ ~ L

e o PO MR

- 5 Actlon by \53‘01‘/3:2‘ ff‘l\/hnutes of Prevnous Meetmg

- The minutes of the Board meetlng held on 9‘Ch May 2001 were .
= Efapproved as a correct record and s1gned by the Chalrman -

= 0133 ~:Comm1ttee Membershlp

. fThe Chalrman proposed new members for the Investment and
o Strategy Comrmttee, and this ‘was approved by the Board
- ii‘Accordmgly . L -

fffRESOLVED ...
 THAT D Courtley, P Earl and H leata be and are hereby
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Chref Executwe s Report July 2001

“of the “Telcos” (although Telcos were not large;
customers of ICL) and no exciting new technolog1es ?
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- Commlttee

- Mr Chnstou gave a presentatlon and referred to items in h1s
- written report followed by questlons and dlscusswn
- Poin ~ : L

ts noted

PLC/O 1/15 a&cb

The European IT market had worsened Factors -
contributing to this included that there had been o

- boost to business comparable to Y2K, the US downturn,

un-profltablhty of pure ¢- Commerce pr01ects, difficulties -

Dot com companies and e-consultancy companies had

 had a particularly difficult time.  Mr Thompson; L

~ commented that consultancy companies usually

‘ prospered when things were good and when things were

_ bad as they benefited from strains in the market place.
. Mr Christou agreed with this saymg that he felt thls{ ‘

particularly applied to “high end” activities pursued by

~ ICL and others including DMR who he believed were
domg reasonably Well in the deepenmg economlc gloom - -

- Mr Chrlstou went on to say that now most of the IT =
sector was affected although established companies with

~ a strong customer base were faring better whether in

 e-business or in the more ecstablished IT areas.
~ ICL hoped to be one of the winners, with a strong. base .
S of established customers and a good presence in public
sector IT and  outsourcing/managed  services.

~ weaken further - the annual growth of European IT

Nevertheless the market was generally expected to

~ companies had slowed to below 10% and cost cutting

contmued to be essentnal

»
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ICL would concentrate on 1nfrastructure services,

de-emphasise pure e-business activities but sell e-business

~ offerings and systems integration as part of large
 infrastructure projects, exploit our position in the public =~
- sector, sell more to existing customers and search for‘ -
- compellmg new technoiogies - - L

In answer to Mr Thompson, Mr Chnstou explamed that e

~ ICL’s core competence was .management of the

~ infrastructure and systems integration of the underlying
_ platforms. Further cooperation with DMR, who had

_ significant consultancy expertise and with other Fujitu
~ businesses would be likely in the future as ICLA; S

concentrated on 1ts core o
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¢ Mr Chrlstou referred to dxvmxonal performance
~ On infrastructure services, revenue was on budget but
‘ ‘proflt impacted by deferral of the EDS software
* \commutatlon/technology refresh deal Mr Christou and -
Mr Courtley would push the division to over achleve on i
‘budget to meet deficiencies elsewhere -

: ~Mu1t1vendor Computing were suffermg, ‘especially with
falls in the Sun distribution business. However they were
- positive about their action plan to achieve budget
- operating profit for the full year. Projects and
~ professional services were around budget though loss
marking in the_first_half._Qn_Larse. Pmle.cts._emn&mmgnm_._.-
- wason budget- GRO L
~and there were plans to obtain additional business with
~ the customers. Negotiations had begun for a five year -
__extension to the Pa Way contract. - L

Inv1a was havmg a dlfflcult time and measures such as

stopping e-business in Scandinavia were being taken.
~ Discussion took place subsequently on the value of Invia.
. Mr Chnstou would examine the posmbﬂxty of a joint
_ venture of Invia but only on the basis that Fu]ltsu/ICL
- would have the majorlty ~

- EMEA (whlch included France) was ICL’s problem
business with infrastructure businesses across Europe
 suffering from e.g. lack of critical mass set against high
- cost bases. Also e-Business sales were not materialising
~and development spend in this area was being cut back.
Mr Courtley would be critically examining the EMEA
 plans as he felt more ruthlessness was needed.
 Africasuffered from depressed market conditions ;
~including lack of government businesses. Anactionplan
 was in place. KnowledgePool, not now saleable in
present circumstance had not been included in this year’s
budget but was to be brought back to break-even for the
year. HQ costs had been significantly reduced but an - -
~ allocation to the busmesses demonstrated (through the
_ sizein reductlons to business profitability) that they were
 still too high. Headcount was falhng ‘within the
e constramts of redundancy spend e o

d) Mr Christou referred to progress with three groups of
~ measurement now put in place to monitor the businesses:
headcount, sales productivity and customer satisfaction.
Mr Thompson referred to the distortions of a headcount
freeze - as in place at ICL at present - good people who
left could not always be adequately replaced by those
- who were surplus in other parts of the organisation.
 ICL had taken this point on board and Mr Courtley said
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 that lnmted recrultment mrght be allowed in cntlcal areas
such as Infrastructure Services as prospects improved.
M Gillibrand asked the size of the contractor workforce.

Company Secret
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This was at present around two thousand people andthis

 the past ICL had too many Headquarters staff compared

to revenue earners. Mr Christou agreed and also said
that there were too many “middle ‘managers.” Action
~ would be taken within the constraints on restructuring
~ spend available, e.g. through performance appralsals and —
- other means, to reduce - L

o

Mr Chrlstou concluded by saying that desplte the market
~ ICL’s strategy was right and with hard work and nerve,
~ we would succeed. The Chairman commented that pure

~ was felt to be a ‘manageable number in regard tothe
fcompany s activities. Mr Akikusa gave his view that in e

e-Business projects had not been a success at ICLbutthar
he agreed with Mr Christou that e-business/internet =

 related offerings would be a necessary part of ICL’s core ~‘

mfrastructurc and systems mtegratron activity.

- The Chairman asked Mr Chrlstou and Mr Courtley o
meet as many customers as poss1ble before the next

Board meeting and report their views on ICL to the

Board. Mr Akikusa added that this should be an
opportunity to seek more revenue and to find whether

ICL’s people were serving the customers properly o

- Unsatlsfactory performers should be exlted

- cho mte Dav1gnon said as a result of thls exercise thef L

Board would in October understand the situation better.
ICL should also do some work on the opportunities for

its people which would exist in the future as the other

side of the headcount reduction activity taking place.

‘ This should be within the context of Fujitsu’s global

:a) -

dealt with as an informal free discussion at the Board. : :

In Q1, performa.nce had been dlsappomt: ng with revenue
~ 8.6% below budget and operating loss of £14.7m against

 budget £0.2m. Gross margins were under pressure.
- Free cash-flow had been in line with budget. Detailed

o strategy and the possibilities for opportunities within
this. Vicomte Davignon felt that these items could be

0135 ‘:Eir‘xancialfl’er‘fomrame - - PLC/OI/lGh&b ‘

~ Mr Earl gave a presentatlon on the quarter 1 results and the “
~ first half year forecast. The full f1nanc1a1 performance -
f commentary (paper b) was noted. - ;

- management plans were in place in all divisions to

~ improve Q2 and the full year result.
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Allocatlon of HQ costs (stlll acknowlcdgcd to bc too lnghE ‘ ‘
and subject of further action) to the ICL businesses

~ showed that only two — Infrastructure Services and Large

Projects (whlch were mamly in Infrastructure contracts

also) were proﬁtable -

.

The forccast for the first half year showed revenue 5.9%
below budget and an operating loss of £16.4m against

. ‘budgeted profit of £2.2m. Action plans were in place to

~ get closer to budget. Pre-tax loss of £38.2m was better

- than £49.2m budgeted but only because of deferral of*“ o

- French re—structurmg spend.

; \Cash flow for the first half year (£200 8m) was better;‘ i
- than budget of (£220.2m) - mainly due to deferred

rationalisation spend in France. Shareholdcr funds

forecast for 30 September 2001 were £193.4m compared
 with £225m needed in 31 March 2002 to meet the bank
covenants. Mr Earl said that ICL would be working on

actions to deal with this, which might include dlsposal of

The Chairman noted that performance was bad, covering

revenue profit and cash-flow. He appreciated that ICL

was struggling in the current market conditions and he
 asked the executives to make the company stable,
~ balanced and going in the right direction for the future.
~ He expressed high hopes for Mr Courtley’s appointment.

The Chairman went to acknowledge that it would not be

possible to sell KnowledgePool at the moment mainly
because of problems in the IT sector and he referred to

~ non-core activities, and dlscussmg w1th Fujltsu the nature L -
. of thelr support to ICL ‘

.9

~ the brand change, to structural developments and the -
- global perspective as ICL fitted within the global brand

. were takmg place with DMR.

. and global strategy of Fujitsu. He noted that dlscusswns e

Mr Aklkusa referred to the proposed 1mprovements in.

happen. Mr Earl referred to the work done in ICL on
the action plans for each division and the downward

~ revenue and operating prof1t in particular from quarteer

~one to quarter two as forecast by ICL. He said tharit

~ was very important § for Fujitsu to understand the levelof
confidence ICL had that this improvement would =

trend in HQ costs. It was also noted that ICL had

 significant sales opportunities listed and being monitored

and cost reductions underway. Mr Earl did however

mention that the EMEA forccast did not give complete
confidence and further investigations were taking place in

 this over the next two weeks. Mr Akikusa said that if
~ ICL was not able to hit its objectives there would be

. PageS
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S fs1gn1f1cant 1mpa.cts on Fuptsu and on ltS reportl

ng and

accounts. He asked spec1f1cally that ICL meet tl

half year forecast, come what may.

he ﬁrst =

Hi
i
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France Recovery Plan - .  PLC/O1/19

- Mr Christou said the dec1510n had been takcn at the last
 meeting to produce a plan which would seek to show how the
 French operation could continue on the basis of a turn-round
~in its results. Mr Stares, in whom Mr Christou cxprcsscd -
confidence, had been appointed to this task and had givenit

his full attentwn for some time.

M Stares ‘t‘hen made a presentati‘ojn.’ Points noted:

- He said that ICL France had made losses for many years and
~ in the last ten, a total of £100m. It had been badly managed,
~ had no vision and no direction. His baseline for the plan had
- been that there was no fundamental reason why ICL should
- not make profits in France - the business had a number of
~ large Infrastructure projects like other ICL operatmns {where :
s thcy were managed successfully) ‘~

l" he Ob]CCtIVC of the pla.n over the next two years was to

transform the business and move into profit. It involved re-

~ organisation of the business and elimination of elements which
~were loss making of non-core. Headcount would be reduced.

: ‘The prescntatlon looked at the French market - there were no e

~ fundamental factors about France which meant ICL could not

trade profitably there. The presentation divided the France
‘business, identified the major issues, the basis of the recovery

~ plan and asked for approval. Part of the approval required

Page8
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~ ‘The Board dlscussed the proposal and the ICL ranc
~ situation. In regard to the series of losses over many years, the
 point was raised that remedial action had been tried
~ frequently and had been unsuccessful. The executives agreed,
~ although it was noted that in recent years at least the business
~ had been supervised in a streamed or fragmented way by
~ several UK based individuals usually responsible for various
~ streams or parts of the ICL business. There had not been a
_ coordinated plan like the present for overall improvement. Of
~ course there had been management failures, both within and
~ outside France and one of the requirements of the plan would‘ -
 beanew “PDG* to implement recovery in the country.
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- would be re- capltahsanon of the French company for which a‘
separate paper could be provided to the Investment and
 Strategy Committee, re-capitalisation being necessary for

several reason including improvement of employee morale

It was noted that the business would continue to lose around L
~ £12m per annum if nothing was done and that the estimated .
~ costs of an exit from France (which would be in the form of: e

the sale or transfer of the business to a.nothcr undertaking

- and avoidance of any moves to bankrupt the company (which
~ was insolvent at present). Mr Stares emphasised that the plan
~ would reduce revenue in ICL France, but to profitable core
 activities, numbers of people would be reduced particularly
 outsourcing of the field engineering/mobile workforce and
~ there would be a focus on major contracts within IT
Infrastructure as the core activity. Mr Stares was thanked by
~ the Board for his excellent presentauon and hls aetalled‘ ‘
- ana1y51s of the French sxtuatlon S

which would cither attempt a reconstruction or a run down)

. was £60m. If the plan went ahead and was successful then the

cost required in the period to the end of 31 March 2002

It was pointed out that the plan represented considerably less

cost than the exit charge of around £60m, but against this

~ including reconstruction costs and trading losses was £25m,
followed by further costs subsequently as the Fren(:h company,
it was hoped, moved to break-even then into ‘profit.
~ Mir Christou said that he would ascertain whether full legal
 advice had been taken on the relevant issues including whether
- the ICL France company was insolvent, there was a risk of a
- third party putting the company mto bankruptcy or actxon o
- penaltles under the law - L

~ there were risks in the plan including in particular whether we
- could grow revenue as predicted through IT Infrastructure
Services and focusing on the large customers. Also whether
 the outsource of the field/mobile en gineers would be achieved
~on time at the cost stated. Other issues included the extent to

which costs could be cut (this had always been very difficult in

- France) and employee morale/industrial action etc. Mr Stares

N RN . Page9
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In dlscussmn, dlrectors expressed mgmfrcant misgivings over
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 referred to other matters such as poor IT systems, lack of
~ management depth and the “Logicom” cross-charge by ICL
for spares (which as an assistance to the recovery plan could
 be allocated elsewhere in the ICL management accounts).
~ Overall however the ICL Executives believed that achlevement L
= of the plan was p0551b1e and recommended it. - -

the situation, whether the plan could be achieved and even if

. we did achieve it, would it be worth the considerable

 resources and effort and the risks which would have to be run

~ including the risk of significant failure and as yet
~ un-quantifiable provisions going to the ICL and Fujitsu

accounts? It was also pointed out that for a UK company a

~ proposition of this nature might be achievable within the UK

o but France could often bring par‘rcular difficulties to foreign

- :companles operatmg there. The srtuatron was seen as; -
_ extremely difficult.

~ After further discussion the consensus of the Board was that L
the recovery plan should not continue and that there would be
~ an exit from France. However a final decision was not taken
~ and it was agreed that during August there would be a final
~ review (the Investment and Strategy Committee had discussed
~ the matter and specified at some length the questions to be
fanswered in thrs review). o =

| ICL Brand Mlgratlon . i : . - PLC/01/24 -

‘ i;It was noted that an armouncement ‘was likely from Fujitsu
during August and that changes would be implemented in ICL.

~on 1 April 2002. Working parties, including one from ICL,
~ were preparing information for Fujitsu for the August
~ announcement. Mr Thompson commented that when hehad =~

 been addressmg ICL managers at a millennium event there had -

~ been some concern that the brand change was taking too long e

- and should proceed more quickly. It was noted that Fujitsu

. were workmg on this and the August announcement would be

 made as soon as poss1ble ‘

- iiQuatterly Manpower Report - PICMO1R21

- The paper was noted

- ~:The paper was noted
1 KnowledgePool - . o _PI‘.C/OI‘/ZS |

~ The paper was noted and it was accepted that there wouldbe
‘ i‘no drsposal for the 1mmed1ate future - -

- Acquxsrtxons and Dlvestments - ~ PLC/01/22 L

~ PagelO0
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;Change of Ludltors‘ . PLC/01/20 -

- It was reported that PWC havmg res1gned KPMG had been;i

i duly appomted as. audltors for ICL PLC and the ma]orf‘ “5:
 subsidiaries. The remammg subs1d1ary companies would make .

~ the change at the appropriate time, usually at the time of =
. approval of the 2000/01 accounts ‘ L

. oy

. o4

Matters from Prev1ous Audlt Comxmttee PLC/01/25 16c -

- The Board noted the papers prepared to answer matters;‘ .
~ arising from the last meetlng of the Auch Commlttee ‘

The Board approved

- Slgnmg of the documents dated 11 Aprll 2001 to 4 ]uly 2001 ~:*f -
S mcluswe set out in the Reglster of Documents s1gned Underrl -
. f-;‘Hand L e —
. The Sealmg of documents 77700 10 77704 between 11 April

- iThe Board noted and approved the mmutes L

(0146

:‘At the close of the ‘me
~ Board and UK attende

= ielple/mins 01 Aug01 =

;Dates of Next Meetmg m 2001
- ~}1‘31 October 2001

. Pagell

s f‘Documents Slgned and Sealed . ‘a = PLC/01/26 -

2001 to 4 July 2001 mcluswe set out 1n the Reg15ter of‘? -

L - ;‘Documents Sealed - : ;

\‘ 01/45 ;:::Mmutes of Audlt Comnnttee 9 May 2.001 and of the Pensmns - . .
s ~P011cy Comrmttee 17 July 2001 — \ =

etmg, Mr Thompson took the opportumty on behalf of the
- es 10 thank Mr Aklkusa and Fuutsu colleagues for the kind
_invitation to j[apan for the excel lent programme of events arranged and for thelr

- ‘;personal attennon dunngabusy ime for Fujltsu - -




