
UKG100043213 
UKG100043213 

" 
d



UKG100043213 
UKG100043213 

Overview
- - Where we want to be k 

------------------ ------------------------------------------. ._ 
Financial and business performance highlights 144 

Chairman's statement 47 

Chief Executive Officer's 11, , ew 49 
~r~ , ~r,~,.~,~s rr v ,~-r ,t~ ~~v r~ r~~ ,rte ~cra~=~r ~ •~~,~ r,~r rr % ~s~s ~rr~ 

Our strategy 
Be brilliant at the oesics 
Build a commercial ",;tore 
Drive profitable growth 

Key performance indicators 
--- ------ -- ---------- -----------------------------------n._... 

14 

Our strategy in action: parcels and marketing mail 14 

Performance Our customers 18 

Modernising Royal Mail 42 

Our people 14 

Regulation 
---------------------------------------------------------; 

24 

Our businesses 11 
UK Parcels, International & Letters (UKPIL) 12 
Post Office Limited 24 
General Logistics Syster's'G`_S) 

---------------------- ---------------------------
Financial performance overvel., 44 
------------------------- ,.._-------------------------------. ,... 
Financial review ti 

Business risk _--------------------------------------.,.... 
40 

Corporate responsibility 3 

Transparency 57 

Governance Our Board of Directors - 60 

Directors' report 63 

Corporate Governance 64 

Directors' remuneration report 72 

Financial statements onso''J ate 

Consolidated statement of comprehensive income  84 
--- -- ------------------------ --

Conso'idate of cash flows
--------------------------------

Consolidate 
------ ----- ----------------------

Conso_i y 

Notes t I i_urwolidated financial sta-e 

Basis of preparat on and significant account Ir ic.ies 1.-a 

Group five year summary (Unaudited) 1 

Royal Mail Holdings plc - parent Company financial 
statements 2011-12 1G 

Pro-forma 2011-12 financial statements for
excluding Post Office Limited (unaudited) M. 

Other "o formation 
Forward looking statements 1.2 

Corporate information

[M_045082] 



U KG 100043213 
U KG 100043213 

As the sole provider of the Universal Service in the UK, 
Royal Mail Group reaches everyone. We deliver six days 
a week, to over 29 million addresses across the UK, at 
affordable and competitive prices. 
The Group is a key component of the UK's econon kke:: 
and social infrastructure,  providing services to privste 
tndividuak, companies and communities. In 2011-12, wa 

u-rnployec r, ,arly 159,000 people in the UK, contributing, 
£5.3 billion to the economy in waas nd other relat 
people costs, and a furs ' r 2it ,; ti )ti,. f' > u„uying qstv k 
and services. 

We are proud to deliver the Universal Service. 
But, it does require a high fixed-cost network. 
Our strategy aims to tackle the key challenges 
facing Royal Mail Group to build a sustainable, 
diversified business, secure the future 
provision of the Universal Service and attract 
external capital. 

The Postal i__,"  ` 20' 1 kar e' au','he 
steps the G :,up mL~t wL i. el 
investment. We have made c' -a 
restoring the Group to financial stability. 
obtained significant deregulation and 
secured European approval of the transfer 
of almost all of the Royal Mad Pension Plan's 
pension liabilities and pension assets to 
HM Government. 

A great deal remains to be done to secure 
further profitable revenue growth and 
deliver the efficiencies required through the 
modernisation of our core network. This 
report explains how we will seek to do so. 

Our modernisation programme - one of the 
largest ever undertaken in the UK - is about 
managing the structural decline in the 
traditional letters market by making our 
network more efficient and effective. 

To succeed in one of the most liberalised 
and competitive markets :n the EU. we are 
adapting our network, which has traditionally 
focused on delivering letters, to also 
accommodate ever increasing parcel 
volumes. This is a major strategic priority. 

Five year Group revenue (£m) 

2012 2011 201C 
----------------• -----------,------ __--__-__------_- __--_--__------_- 

9,532 156 9,349 

2009 
_---------------. 

9,56U 

2003 

9.388 

Five year Group operating profit/(loss) after modernisation costs' (£m) 

2012 2011 2010 
----------- --- ------------ -- - ----------------- ----------------- 

211 39 180 

2009 
-----------------

122 

2008 

(482) 

Five year Group free cash inflow/(outflow) (£m) 

2012 2011 201C 
----------------• ----------------- -_-----_--------- ----------------- 

234 (213) (545) 

2009 
----------------- 

(678) 

2008 

237 

On 1 April 2012, Royal Mail Group Ltd 
separated from Post Office Limited. 
References to "Royal Mail Group" or "the 
Group" with respect to the financial year 
ending 25 March 2012 (including financial 
information) include Post Office Limited 
unless expressly stated. 

in forward looking statements or 
omments, :ncluding those with regard to 
re business strategy. "Royal Mail Group" 
"the Group" excludes Post Office 

rnited. See the diagrams on o3 for 
rang, , , ,,r Grour', r 

items. 
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Our parcel businesses nr,v account for 
4 -~a _ea al io a v`e , ,2x,luc gi

20- inr n-, t Ilhe fr, r~ ur 
E s -ul,  . a0istics 
c 

-ore 

rI _ar t a, ,r., 'P zr a- rake 
he yet o rr re ltr gin At - rs ametirre, 

~)Ie 

rg

.,ar le t' • v ''.i t„ ob :e -) L . SIt -,_~ y lrge 

I e 

oFaifig 
of 

11 

yin, 

ell er, Rya vI~ G ut, Lt er m 

el l a: it fur nit
we will use to track our

, :ail has obtained significant 

.cnt of our rev

price regular
il t, r:ernPTIt a 

'r 
r „try , t ils _iry 

r9lfra•n3:'+.t"got i 

--- 
C-0 . a f,d------

3 aaz "Ot ation 

r2o- vd l.d Ek G C. .:i¢ih?55 are tN' ark- (,c h 

h Traditional 

Letters & 
Bu w ass segment/ Ma'keting other Counter Other 
prat :,:a Parcels mail mail' services services Tota`. 

UK ar 3is. 
Int o 
Let It -al j 2,592 1,063 5,509 - - 7,164 

----- 
Ger , , tics 

---------- ------------ 
1.562 - 

----------- ---------- ---------- 
- - - 

----------
1,562 

Sys--, _.. ---------- ------------ ----------- ---------- ---------- --------------- 
Pr ted - 801 801 

..----- 
Otf,

---------- ------------ ---------
- 

5 5 

4,154 1,063 3,509 801 5 9,532 

Percentage of revenue by market 

Group revenues 
Group revenues (Excluding Post Office Limited) 

Parcels 44 per cent 48 per cent 
-------------------------- 

Let & other mall' 37 per cent 
. .. .,------- --------------------------------- 

---------------------------------
40 per cent 
---------------------------------

lv 11 per cent 12 per cent 
- --------------------------------- 

Co 8 per cent 
---------------------------------

2 Irdudes traditional white letters, publishing, data 
and philatelic. 

Royal Mail Holdings ptc 
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Where we want to be 

The UK postal services market has changed dramatically. 
We have a strategy in place to deal with these changes: 
• We are adapting our core network, which has primarily 

delivered letters, to become more efficient and 
accommodate ever increasing parcel volumes; 
We are diversifying our business model to secur.,, t 

ainable future for the Universal Service and La 
n.:tract external capital; and 

• The recent significant deregulation by Ofcom means 
we have the opportunity to generate a reasonable rate 
of return on our products and services. 

Our strategy 
Our busiress strategy, outlined on 
pages 12-13, has three parts: 

• Be brilliant at the basics; 
• Build a commercial future; and 
• Drive profitable growth. 

The strategy sets out how Royal Mail Group is 
diversifying its business model to meet the 
challerges of a rapidly changing market, 
secure a sustainable future and attract 
private ce i l. 

Adapting umr
Royal Mail's share cf communications is 
declining year alter year. It delivered 15 billion 
inland addressed it . , r i he UK this year. 
This compares to 1L° ' ill i ::n text messages 
sent annually'. We bet or:-d around 80 million 
items a day in 2006. Today, that number has 
fallen to 58 million. 

We expect traditional letter volumes to fall by 
approximately five per cent a year in the 
medium-term. We will seek to manage this 
structural decline in the letters market by 
improving efficiency through the modernisation 
programme and a range of other measures, 

We are also adapting our core UK network to 
accommodate the ever increasing number of 
parcels we deliver. 

Recent research suggests that online retailing 
will account for 12.4 per cent of UK GDP in 
2016?_ signifying the importance of online 
retailing to future growth. Royal Mail is 
already the trusted partner of some of the 
UK's largest online retailing companies. 
Supported by continued growth in online 
retailing, UKPIL domestic parcel volumes grew 
six per cent this year. GLS parcel volumes 
grew by three per cent. 

As we adapt our operations to accommodate 
increasing parcel volumes, we will seek to 
address the fact that our core UK parcels 
network - Royal Mail - is loss-making. 

Growing our share of marketing mail 
Marketing mail, promotional direct marketing 
mail delivered to homes and businesses 
across the UK, currently an. ut,n'_s lot' 
12 per cent -or £1.1 bi ll - u_ - revenues 
(excluding Post Office Lirn 'till h ,_s 
the most extensivedistriis
country. But, we wart :C7 i .r"c ice or rh~'o

the marketing mail :al: , e chain, working v-ith 

Royal Mail Group's revenues 
(excluding Pcst Office Limited) 

48% (£4,154m) 

-_ 40% (£3,514m) 

12% (£1,063m) 

Letters & other mail and other services 
ii'LtMarketngnwe[ 

Pa cgls..

key partners to provide businesses with 
a service covering creative development, 
production, distribution and customer 
data management. 

Our specialised sales team is targeting the 
UK's top 3,000 advertisers with our full 
service offer. We will provide an update on our 
progress in future reports. 

We will also extend the availability of 
our customer data to key partners, as 
we look to expand our data business for 
business customers. 

Ofcom:: Cornrnurocations Market Report UK published 
4 August 2011. 

Boston Consulting Group: "The £4.2tn Opportunity. 
the Interret Economy in the G20". 

04 Royal Mail Holdings plc 
Annual Report and Financial Statements 2011-12 
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Financial and business 
performance highlights 

Our financial performance 

Operating profit/(loss) 
External reven Her modernisation costs' 

2012 2011 2012 2011 
Business unit Em Em Em £m 

UK Parcel., nro n, .io: sl 4 7,164 6,357 - 23 ~' (120) 
Letters (U2 
------- --- ---------• -------------• 

General Lc, i ` rstpms (GLS) 
-------------•'-------------.-------- 

1,562 1,485 128 
---

118 ---------..-m,, _ ._. . _----• -------------• 
Other 

-------------• 
5 

------------- 
38 

-------------
1 20 

Royal tMia,. Jrrup xr ur1ir r, 8,731 152 18 

_----• -------------• ----...m 
801 

_. ---------------------------
59 21 

i'2o '4n 21oop 9,532 211 39 

.-_---- ----, _ .._-------,--. 

coup exter r r, : 
-u 

l. d by 
tour per cent from [as' , o £9.5 billion, 
after two successive years or" decline. 

arcels are the single biggest contributor 
(,rnrsp 'evenues. 
.m_ ._ -------------- - - -------- 

• Rev, i JKPIL,r'  our core L.: ..o_iness, 
e~ 077  ~Ilion, 

• UKPIL domestic parce .,alumes wer I ,iv
per cent during the year. Traditional letter 
volumes declined by six per cent, compared 
to five per cent in the prior year. 

•UKPIL parcels revenue increased 10 per 
-

cent to £2.6 billion, driven by strong growth 
n online retailing. Revenues at GLS, our 
continental European parcels business, 
increased by five per cent to £1.6 billion. 

• UKPIL letters & other mail revenue 
increased to £3.5 billion as a result of 
necessary price increases. Marketing 
mail revenues increased to £1.1 billion 
(2011 £1 billion). 

Prc,ir TI ,,,T m argin 

• f .  ion 
costs Inc .1,r, -om £H' ,I lion to 
£211 million. 

• -----------------------------------------
UKPIL returned to operating profit after 
modernisation costs' of £23 million (2011. 
£120 million loss). 

------------------------------------------
• The UK parcels operation is currently 

loss-making. The cost allocation 
methodology for this part of the business is 
under review. We recognise that steps must 
be taken to grow margin, revenues and 
volumes and to make the operation more 
efficient. 

• GLS and Post Office Limited remain the 
biggest contributors to Group operating 
profit after modernisation costs. Their 
contributions were £128 million and £59 
million respectively. 

• The Group's overall operating profit margin 
after modernisation costs' increased from 
0.4 per cent in the prior year to 2.2 per cent. 
However, the margin remains low compared 
to many other major postal operators. 
At 0.3 per cent. UKPIL's operating profit 
margin after modernisation costs' is also 
very modest. 

h flow 
W .. .. _  rlii: L, :L, . wl „ Mras 

..__ 

be r a major pri., '1 
free cash inflow of £234 ill i a r~ 
to a free cash outflow of H 22 ii h:,- la 
year. Excluding dispor olc I 
cash outflow was £8 I I ,are:'. 
outflow of £450 millu, r 'hi ;~ . vious y I" 

• No pension deficit payment to the Royal Mail 
Pension Plan (RMPP) was made during the 
year. This was a result of the transfer of 
almost all of the ..... ..mi:iir liabilities and 
pension assets of :h RIP to HM 
Government on 1 ap 12 222 In rye 
previous year, a 1, yr nt of £292 II '.lion 
was made. 

£477  , fl. 1 ..i i i it on 
on 00 II 0105 10 i0n ° 5: i')r... a,
£4 ill v i i ' Ii i:! on 

i . 'Ii F1VeI1 . I IUKPIL. 

t; ver is .i ter the balance sheet date _._ _......------------------------------. 
• On 3 April 2012, almost all of RMPP's 

pension liabilities and pension assets, built 
up until 31 March 2012. were transferred 
to HM Government, leaving the RMPP fully 
funded at that date. 

• However, ongoing pension-costs relating to 
the pensions of approximately 115,000' 
active rr ,ill continue to be material. 

r"+rir§ate=eorrr~ 

;rr .,I , he events after J:e oalance sheet 
date, R ,,, °'',I v, urn. 

Before Before other operating exceptional items. 

Excludes Post Office Limited. 

Royal Mail Holdings plc 
Annual Report and Financial Statements 2011-12 
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Financial and business 
performance highlights `continued) 

f.,r business performance 

ur modernisation programme 
----------------------------- --------
ile modernisation programme, one of the 

Best business transformations in the UK, 
s delivering efficiencies and a more 
customer-focused Royal Mail: 

Reduction in gross frontline 
(upstream and downstream) hours' 
of three per cent; 

75 per cent of all letters are now 
automatically sequenced to reflect the 
order in which they are delivered, this 
compares with eight per cent in 
2009-10, after the first year the 
programme was deployed; 

- Group reported accidents and injuries 
in the workplace have reduced by 
22 per cent during the year; and 

New delivery methods have now been 
introduced in 448 delivery offices. The 
maximum period of change is now 
underway. 908 operating delivery 
offices remain to be modernised. 

Our r. 4r . . s: 

• k:, Al t , f : k-- uvUi iii  iLL ii Li C island 
addressed items daily, compared to nearly 
62 million in the previous year. Across its 
domestic and international operations, the 
Group handled 1.2 billion parcels during 
the year. 

• Against the bac 
programme, Royal Mail achieved a 
92.7 per cent First Class retail Quality of 
Service performance. At 93 per cent, the 
First Class retail Quality of Service target is 
the highest of all major EU countries. With 
a 98.7 per cent performance, Royal Mail 
exceeded the Second Class retail Quality 
of Service target of 98.5 per cent. 

• During Christmas 2011, a key trading time 
for Royal Mail in the UK, 1.4 billion UK inland 
addressed items were handled, including 
86 million parcels. A high quality service was 
successfully delivered to customers 
throughout this important period. 

• A number of customer initiatives were
successfully introduced, including the delivery 
to neighbour trial, which received a customer 
satisfaction rating of 92 per cent. 

Regulation 

• The announcement by 0fcom of a new 
regulatory framework on 27 March 2012 
has significantly increased Royal Mail's 
commercial freedom. Direct price controls 
now affect almost 10 per cent of 
our revenues. 

includes processing hours. 

Royal Mail Holdings plc 
Annual Report and Financial Statements 2011-12 
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With State Aid approval, 
a more flexible regulatory 
framework in place, and an 
improved financial position, 
Royal Mail Group is making 
progress on the path to 
a sustainable financial 
future and potential 
private ownership. 

Donald Brydon 
Chairman 

When I joined Royal Mail Group as Chairman 
in March 2009, it was very clear to me that a 
great deal needed to be accomplished. Years 
of restrictive regulation, a declining traditional 
letters market and out of date technology had 
all taken their toll on the business. 

To deal with these challenges, the Board was 
rebuilt and oversaw the creation of a new, 
reinvigorated executive management team. 
We were delighted to appoint Moya Greene, 
formerly head of Canada Post, to the role of 
Chief Executive Officer in July 2010. Moya 
had a strong track record in her previous roles 
as Chief Executive Officer and President of 
Canada Post. Royal Mail Group has benefited 
from her vast expertise and experience in 
a number of key areas, including the 
establishment of our business strategy. Many 
of the strategic milestones of the past year, 
such as the successful achievement of State 
Aid authorisation and securing an improved 
regulatory structure, would not have been 
achieved without her unwavering determination. 

2011-12 
We have delivered improved financial results 
in what is a very challenging economic climate. 
I am pleased to be able to report a free cash 
inflow for the Group for the first time in four 
years. Overall revenues were four per cent 
higher than the previous year and are 
returning to similar levels to those last seen 
in 2008-09. Group operating profit' also 
improved to £211 million, after modernisation 
costs of £231 million, with UK Parcels. 
International & Letters (UKPIL) moving from 
an operating loss= of £120 million to an 
operating profit' of £23 million, and both 
General Logistics Systems (GLS) and Post 
Office Limited recording growth in revenues 
and operating profits'. 

The Group has further opportunities for 
improved efficiency and continues to face real 
challenges. The cost of delivering the 
Universal Service is significant: traditional 
letter volumes are failing, as the number of 
households and businesses to which we must 

c 'liver increases. Management is committed 
I . p u, ; un ;,.itl one of the most complex 

~.; programmes ever undertaken 

Legi ,ti n .rte.'regul anti. nge 
The past twelve months have marKed an 
important transitional phase for the Group. 
One of the most significant achievements this 
year has been the successful passage through 
Parliament of the Postal Services Act 2011, 
which received Royal Assent in June 2011. 
We are very grateful to both the Department 
for Business. Innovation and Skills (BIS) and, 
in particular, the then Parliamentary Under-
Secretary of State for Postal Affairs, Edward 
Davey, for their role in the successful passing 
of this important legislation. 

On 1 April 2012, after the reporting date, 
almost all of the pension liabilities and pension 
assets of the Royal Mail Pension Plan (RMPP) 
were transferred to HM Government. This will 
improve our future cash generation, as we 
complete our modernisation programme, 
reducing costs and improving the efficiency 
of the network. We are again grateful to 
BIS for the delivery of this crucial element of 
our strategic plan. Jane Newell, Chair of the 
Trustee of the Royal Mail Pension Plan, has 
also worked tirelessly to secure a more 
certain future for our people. Jane has 
announced her intention to step down, and 
I would like to take this opportunity to thank 
her, on behalf of all our people, for her 
commitment and counsel. 

Just after the year end, we welcomed the 
introduction of a new regulatory regime by 
0fcom. Royal Mail now has the freedom - 
already enjoyed by most other companies - 
to decide the price of most of the services it 
provides. We know how hard it is for 
businesses and households in the current 
economic climate. It has been necessary, 
however, to raise prices. But, we have thought 
very carefully about the impact of price rises 
on our customers and our business. 

After modernisation costs before other operating 
exceptional items. 

Royal Mail Holdings plc 
Annual Report and Financial Statements 2011-12 
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Chairman's statement (continued) 

I have also established an independent inquiry, 
to be led by Sir Gordon Langley, into the 
prevalence of dog attacks on our postmen and 
women. It is an offence to decency that good 
people should suffer these attacks when 
carrying out their daisy jobs and serving the 
public. I hope to be able to update you in next 
year's report on our progress on this 
important issue for our people, upon which we 
are working closely with the Communication 
Workers Union. 

Change continues at pace 
Progress continues on the modernisation of 
the business. When complete, we will have 
delivered a complete overhaul of our entire 
delivery operations, and the way in which our 
people work. The process is complex and 
affects over 127,000 frontline colleagues 
employed in the UKPIL business. It is akin to 
changing a car engine at 70mph on the 
motorway without stopping. There are 
inevitably challenges along the way. We are 
disappointed that the introduction of new 
delivery routes and practices has caused us to 
just miss our Quality of Service target in some 
areas. We will strive to maintain our standards, 
which are amongst the highest in Europe. 

We are focused on finding alternative sources 
of growth in a structurally declining mail 
market. Our unique position in the UK market 
gives us some very significant opportunities 
for development. One of our strategic focuses 
will be our strong and growing parcels 
businesses. No other operator can match our 
network and reach in this growing market. In 
addition, our European coverage through GLS 
leaves us perfectly placed to capture growth 
in overseas markets. 

Revenues generated outside the UK from GLS 
and UKPIL currently represent approximately 
20 per cent' of our annual revenues3. They 
will continue to be valued contributors to the 
Group's success in years to come. 

Moya Greene and her team are to be 
commended for the steps that they have taken 
to reshape our relationship with our union 
colleagues. Against a backdrop of such change 
and uncertainty, it is to the credit of our trade 
unions, the Group and, of course, our 
hardworking colleagues that we are managing 
so many complex changes so effectively. The 
Board is delighted to see this important 
relationship evolving positively. 

I am also delighted to report plans for a new 
home for The British Postal Museum & 
Archive (BPMA). The new site will be 
Calthorpe House, on London's Mount Pleasant 
site, where the country's oldest mail centre is 
located. It will allow the BPMA to once again 
exhibit objects from its fascinating museum 
collection, which is currently held in storage. 

Our Board 
We saw two departures from the Board in the 
year to 25 March 2012. I announced Richard 
Handovers retirement in my statement last 
year. David Smith left the Group in June 201.1, 
having joined the Board in April 2010. 

On 1 April 2012, Post Office Limited and 
Royal Mail Group became sister companies, to 
facilitate operational independence and 
appropriate governance. At this point, all the 
Directors of Royal Mail Holdings plc (see p60) 
became Directors of Royal Mail Group Ltd, 
with the exception of Paula Vennells, now 
Chief Executive Officer of Post Office Limited. 
I remain Chairman of the Board of Royal Mail 
Holdings plc, and continue as Chairman of the 
Board of Royal Mail Group Ltd. I was delighted 
to appoint Alice Perkins as the Chair of the 
Post Office Limited Board. Her government 
and private sector experience will be an 
excellent addition to Post Office Limited. Alice 
joins me on the Board of Royal Mail Holdings 
plc, the parent company of both Royal Mail 
Group Ltd and Post Office Limited. I very 
much look forward to working with her. 

The 
k arzu 

1 lay a, . ,re both proud of what Royal Mail 
:up has delivered as a business in the past 

and we are acutely aware of the role of 
all our colleagues in this achievement. As the 
wholesale changes to the structure and 
culture of the business continue, we will be 
relying on our people to continue to support 
the delivery of our change programme. I 
would like to offer my sincere thanks to all 
of my colleagues, not only for what we have 
achieved to date, but for the commitment 
and diligence I know they will demonstrate 
in the future. 

GRO!! 
Donald ffayaio 

z Comprises GLS (£1.6 billion) and UKPIL Royal
International (EO.2 billion). 

3 Excludes Post Office Limited revenue. 

Royal Mail Holdings plc 
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i  f Executive Officer's 
review 

1! 
Our Group operating 
profit margin' has 
improved to 2.2 pr -, 
cent fcc  Oi w; per .; m 
last year. This remains 
modest, however, 
compared to other 
major postal operators. 
Moya Greene 
Chief Executive Officer 

A year of significant r>rot revs 
In my first review as t.l at ae .tive Officer 
last year. I explained iI ': . L , :,up was in a 
precarious financial pc ,. 'H - _' there were 
many significant regulatory and legislative 
milestones to achieve. 

I am pleased to say we have made significant 
progress on all fronts. Most importantly, we 
are now on the way to restoring Royal Mail 
Group's financial health. Details of our key 
financial and business achievements can be 
found on p5. However, it is worth repeating 
that the business is cash positive' for the first 
time in four years. We have grown revenues 
in UK Parcels, International & Letters (UKPIL) 
and it has returned to profitability. General 
Logistics Systems (GLS) and Post Office 
Limited have also increased revenues and 
operating profits' during the year. 

Of course, this is only the beginning of 
the process of returning the business to a 
sound financial footing. Our Group operating 
profit margin1 has improved to 2.2 per cent 
from 0.4 per cent last year. This remains 
modest, howvcia cornparrJ ta :ether major 
postal oporta 

Re;  vista  fur Eagk.iativa an,vi c.rnaaat 
Las' ;rear, Royal Mail Group was balance sheet 
insolvent and had been for some years. That is 
why, just after the year end on 1 April 2012, 
we welcomed the transfer of almost all of the 
pension liabilities and pension assets of the 
Royal Mail Pension Plan (RMPP) to HM 
Government. We are grateful to the Secretary 
of State and his colleagues at the Department 
for Business, Innovation and Skills (BIS) for 
their tireless commitment to delivering this 
transformational milestone. 

On 27 March 201.2, we were also pleased 
with the introduction of a new regulatory 
framework. Our new regulator, Ofcom, has 
recognised that the prior framework was not 
appropriate, that price controls had failed and 
that there was a very real risk to the 
sustainability of the Universal Service. The 
new regulatory approach provides us with 
increased commercial freedoms, to better 
position us to earn a reasonable return on the 
services we deliver. This new approach 
underpins the regulator's primary duty and 
commitment to safeguarding the Universal 
Service in the UK. 

Much remains to be done 
Royal Mail Group continues to face significant 
challenges. The traditional letters market 
remains in structural decline. Volumes in this 
market have fallen by more than 25 per cent 
since 2005-06. We will continue to manage 
this decline by improving efficiency through 
the modernisation programme and a range of 
other measures. We will also adapt our 
network, which has tra trti ally handled and 
delivered letters, to acc., ,:;ate the ever 
increasing number of is 'i the traffic mix. 

Our core parcels n r at I 1 -Ha UK - Royal 
Mail - remains loss making. We will address 
this in the coming years with a number of 
measures that are designed to return parcels 
to profitability, white adding value through 
service enhancements our customers want. 

We will also continue to deliver significant 
productivity gains across the business. More 
than 50,000 people have left the Group in the 
last decade. As we have said before, we will be 
a smaller, but a more sustainable, business in 
the years to come. However, as we are taking 
costs out, we need to do so without 
jeopardising our ability to deliver on our 
Universal Service commitments at the service 
levels which our customers expect. 

Becoming the best delivery and marketing 
mail business in the UK 
Our business strategy is about: 

Being brilliant at the basics 

Building a commercial future 

Driving profitable growth 

I will now deal with each in turn. 

Brilliant at the basics 
Royal Mail Group is the only business that can 
deliver the Universal Service - overnight, to 
more than 29 million addresses across the 
country, six days a week. 

To achieve this, we need to engage and equip 
our people to deliver a consistently high 
quality service. Royal Mail must deliver on the 
promises it makes to its customers and make 
the right products available at the right prices. 
In addition, we need to continue to modernise, 
introduce new technology and delivery 
methods, cut costs and improve productivity 
across the business. 

After modernisation costs before other operating 
exceptional items. 

Free cash inflow. 
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Profitable growth 
The thrd and final part of the business 
strategy is to create profitable revenue growth 
in marketing mail, parcels and data to counter 
the decline in the traditional letters market. 

Royal Mail Group's revenues 
(excluding Post Office Limited) 

----------- 48% (£4,154m) 

Leiter, 9 o her mad a ,d other serviced 
t.arketr i m,~ 

We are a significant British company, with 
a growing proportion of our revenues 
generated by coming and outgoing 
ire fri Revenues generated 
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Our strategy 
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Part one 
Be brilliant at the basics Definition 

To continue on our journey to become one 

if  of the world's most modern and efficient 
postal services. 

We are focusing our efforts on delivering 
excellent customer service, backed up by 
efficient and cost effective operations. 

Part two 
Build a commercial future Definition 

To compete on a level playing field with other 
companies, we need to deliver a reasonable 
rate of return under the new regulatory 
framework, so as to attract private capital. 

We need to be a more customer-responsive 
company, now that deregjlation means we 
have considerably more commercial freedom. 

Key initiatives 
• Focused on the safety and wctt Knirn 

of our workforce; 

• Modernising our entire network 
a d ..wtrraducing "World Las- sr,J€', 

c' S.~hensive s tano t a irnl, s rw;e 
fn , customer rvice, quality 

and productivity, to meet today's 
rnwet needs; 

-_..m._..---------------------------------
• investing in engaging with all of our 

employees and our unions to improve 
their understanding of our strategy 
and to listen to their concerns; and 

----------------------- ---------------.. 
• Customer experience is a major focw.-t 

for our business as we seek to irnpr.ave 
and adapt our prc w cJ a nrad rro E =,t in 
to ot  s r to oupport r :: services. 

Key initiatives 
• Making changes for our customers to 

secure the benefits of our new, morn: 
flexible regulatory framework; and 

• As we prepare to attract external 
capital, we will take steps to 
maintain our strong crow lle. r r8.e 
reputation with our pcop'.c . I )e 
unions and the general public,. 

Part three 
Drive profitable growth Definition Key initiatives 

To diversify our business model, capitalising • Ensuring that we get packet and parcel 
on our expertise in the growing markets of delivery right cn'er,r time, including 
pat gels <na keli , iy mail and 1at.a. providing rw r ,wnn r I'Wery options; 

We.... ... .....n .,n. '  ;.,ar core • Refocus log ons ;seedK. p; oducts and 
UK , Io , ;r 'e, Mail, launching nowmet vices that will make 

We will also continue to seek marketing-mail much_easier to use_ _ 
international partnerships and opportunities, •-Developing new ways to make 
an area where we have a significant and marketing mail pieces more relevant 
growing presence. in the digital world; 

• Working with our postal partners 
around the world to help UK 
businesses exploit the massive growth 
in export online retailing; and 

• Growing our data business, expanding 
existing services and building nF~d 
arose for rote k u2ainr   2a. 
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Strategy 

performance i ca { .  
rs 

The four quadrants below (People; Customer; Performance and Financial) u id . Lei: ~2,peC,,ivc :<F' rt sot our Corporate Balanced Scorecard 
for the year 2011-12. As the business changes, we may adapt our KPIs in future years to reflect cl rr ;ie -,t e iEi s. 

KM Measured by Key acts €tr In ,mc E:sr 

People

Safety Number of RIl1DORsi per 1,000 people in the UK businesses
LW 

C . . i tt.- rF e dcc Ger acrOS- 7u' DuS Is,, es-
-------------- ------------ -------- ----- ----- -------- ----------------------------------------------------- 
lent An annual survey mreasum ing what our people think about 

Royal Mail, including leadership and strategic direction. 
Following a benchmark survey in Autumn 2011, our inaugural 

- _______ _ __________________________________________________ survey took place in Spring 2012, with a 69 per cent 
An annual survey measuring how focused our peocle arc cn response rate. 
delivering fo' our customers. 

2 ul Quality of Service for  Irst Class retail products includng force 
_--

As , „ 
j i 

=ter i~rc a I rtPF, 
majeu e' adjustment. eves .r l . ra -liy 

in 331 0- Ne , of e :a >s ' ir. JK. This is about an ore 
efficient

_-------- 
-Pattie r 

---- ------ --------------- ---------------- 
Ci. sic rner nvl sfacUon scores on a iii in  n issues, including 

------ - _..__. .. --------- 
A u151  r ' by 

price. service cuali:y and cus:ome experience. apprc . * ens per month. he ❑g 
us to ide, If~, ev --er fa ic' on. 

-------- ----------------------------------------------------- 
,Number of complaints captured by our Customer Service tearat 

----- __ 
We co j n :de ivery. 

with considerable 
progrc Cdlrc c acu r ~ricr c,. 

---------- - ------------------------------------------------ 
Grouprevenues 

----- ----- ----i- ----- ----- ---------
P . 1 ass, 
i ndu nd 
May Pt i d;i Ic tt u i ,, .d b, s be rent 

~l ,r rn an Percentage year on year reduction in the gross hours spent De.ivery
on delivery activities. curing t=`te year reducing the gross icurs spent ue re-ing mail. 

Percentage of our mail sequenced .nto delivery order for our 230 cc 
_ 

Postm en and women. inctalil-r

F){ I C.i, l 
----------------------- --------------------------------------------------- _ --- - -- -------

Operating costs Expenditure before modernisation and other exceptional cosy ct .Ju nc 'ei tine 
for our UK businesses. t I gut cf .;I ca#r 

central
----------------------- ---------------------------------------------------- -------- __-------------------------------------

Group operating profit Grcup operating profit before exceptional items. An incr generated by 
necess:ar; pries, r es,and co t.edLctit,:rs. 

----------------------- ----------------------------------------------------- ----------------------------------------------------
Free cash flow Free cash flow excluding Royal Mail Pension Plan (RMPP; defcit We focused on delivering the RMPP transfer, the sale of non core 

payments and finance leases activities and properties, and working capital management. 

--------------------------------------------------------------- ------------------------ 
Reporting of Injuries, Diseases and Dangerous Occurrences Regulations. 

This accounts for the impact of factors which are beyond Royal Mail's control, such as floods or the Icelandic volcanic eruptions. 

VJe also provide detailed annual disclosure cn customer complaints to our regulator, which is publicly available. 
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See "Modernisinc Royal Mail" on pages 22-24 

Fir,,," 1.1 
------------------------- ---------------------- ------------------ 

See "Financial performance overview" or 
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----- --- ---------------------------- -------------------------------

See "Financial performance overview' or 
pages 38-39 

--- ------------------------------- -------------------------------------- -

See "Financial performance overview' or 
pages 38-39 
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Our strategy 
parcels and Y T

in action: 
 mail 

Royal Mail Group is more than just a UK -focused, 
letter delivery business. 
We are leveraging our caps-.;r t , reach and expertise 
to grow profitable revenue ,treams in parcels and 
marketing mail. This is a key part of our strategy as 
we see, to attract private ra pital. 

Parcels 
Our parcels business has three networks in 
the UK: Royal Mail's UK parcels operation:
Parcelforce Worldwide and Royal Mail Sped; is 
Services. Internationally, it has Royal Mail 
International (which uses Royal Mail's UK 
parcels network), and our European parcels 
operator, General Logistics Systems (GLS). 

Together and with the support of global 
partners, these businesses handled 1.2 billion 
parcels. Over the last year, this represented a 
six per cent increase in UKPIL domestic 
volumes and a three per cent increase in GLS' 
volumes. Total parcel revenues for the year 
stood at approximately £4.2 billion, with GLS 
generating £1.6 billion. 

Our main parcels businesses 

)ur UK parcel networks: 

Royal Mail's UK parcels operation delivered 
'J85 million Universal Service Obligation 
(USO) and account tracked and untracked 
parcels during the year: 

------------------------------------------
• Parcelforce Worldwide, our express parcels 

business, has a separate UK network. It has 
one of the highest quality of service 
performances in the UK express pa-cel 
market, with a first-time delivery ate of 
96.8 per cent: and 

------------------ ----------------------
• Royal Mail Specialist Services is a small but 

growing part of our parcels operations. 
servicing bespoke delivery needs, including 
sameday, parts distribution and very high 
value deliveries. 

UKPIL GLS 

Royal Mail UK Parcelforce Royal Mail 
parcels network Worldwide International 

Revenues (rbn) 1.7 0.4 0.5 1.6 

Volume growth ( .) 6 5 11 3 
..----------------- 

Items handled handled (m) 
---------------- ---------------- 

585 66 
---------------- 

179 375 
__--_------------- 

Network 
---------------- ---------------- 

57 57 operating 52 depots and 
---------------- 

Heathrow "hub" 660 depots 
mail centres and two delivery 37 central 
1,356 operating "hubs" shipment poirts 

------------------ 
delivery offices 

---------------- ---------------- ---------------- ----------------
Fleet 37,287 vehicles 2,009 vans 16,510 vehicles 

International operations: 

• Royal Mail's International operation handled 
and delivered 179 million import and export 
parcels. It works closely with other overseas 
postal administrations to connect businesses 
and individuals in the UK and abroad: 
---------------------------------------

• GLS, our continental European logistics 
business, is a significant contributor to profits. 
Revenues grew five per cent to £1.6 billion, 
primarily driven by nigher volumes. Its 
margin is 8.2 per cent: and 

• GLS has shown it can grow in an uncertain 
European market. But, competition 
continues to be intense and prices remain 
under pressure. There s significant 
overcapacity in the market, putting 
downward pressure on prices, especially 
in core markets like Germany. 

Our strategy 
By 2016, online retailing is expected to 
account for 23 per cent of ti AK's overall 
retail spend2. Our strategy i maximise 
profitable revenue growth t'v ritilising our 
multi-network parcels at ;rm in highly 
competitive markets it t tnd over,e 

The Royal Mail UK pare is' _e
loss-making. We recoy i I ~e 
taken to address these loss;. r. ,4 - rake it 
more cost efficient. 

We need to continue to improve customer 
experience across all our businesses. In the 
core UK operations, initiatives such as our 
delivery to neighbour trial, aim to do just that. 

We continue to focus on our presence in the 
business to business market, which is closely 
linked to GDP growth. 

We are pursuing growth in Europe through 
GLS. Working with Royal Mail International, 
it is well-positioned to benefit from future 
growth in borderless online retailing. 

BaseJ on a simplibed basis which is currently 
being refined. 

Boston Consulting Group: "The E4.2tn Oppo-tunity. 
the Internet Economy in the G20-. 
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4 
Our strategy in action 
case study 1 

h§a-kec:.ncc .tit •i 
ry ep '•e rF  :o, v _ :wt 'cia- ,ceing 

revenue,, 

r ~) - 1 ,vc IVk an tot mr cent'} came 

'u"  ''i'i  h irr': rC I 1. 

re ,el eve Th e i`. cjoiccnLal in this m,crket, 
. _< v ., __wed 

ail is aelivereu to consumers 

'n I h ai l yra cj l-. ' , I 'tnc'd to rf .ns 

Is' i'buc. cr. .of + s a i . V4 rikinp itf ci 

5 _ 
it

i . 1cc cPa '( neat. _ . .. rn,  -ir,distribut' on 

.c fl(u .u, cor .• atc m agcment. 

Vo ~inc ar roc the value chain, we aim to 
u 0Lc vlmc cut this lucrative rev ki 

On" l I <c i.I 
c h, €€ 

advertises ana securing campaigns. 

Businesses t `i e t k t Royal Mail ck d 

r ircel deli ery is an increas n y irra,ortan'. 
part of Royal Mail's husinvrst Growth ii 

online retailing gives us art opportunity to 
build our capabi lity in this area if we get 
fulfilment right. 

h,'rvir,p b  _i;iressec of r;'viry Si/F', V, connect 
them. with their ukt5#n rai.i ill e help 
ere se Th 1u j rdgrow. Fr um their 
shops ano s arefiouses`to their customers' 
front doors, Royal Mail Traci=md civ 
bu wcs peak of rn nd and cnnfidcn e in 
our ability to deliver hr it goods safely and in 
pined ti -Ito, 

Royal Mail is a key services provider for 
alklak, a!ead.no broadband supp:ier. 

71dt4:Taf ssends out Ftundreds of parcels er.Er,,, 
week and negdttzg4sy vInere the ,,cods 
are at any sfa}e?nt to mail ,ipeline. Royal 
00 i Tracked en rtes _hrrn to no jest that

Traijöd becU ire 
e hst 

value for mo ey." 
says Mike Wakley, the company's head of 

------------------------
'sc Cclne Cmi 0 ffiii Lrnited. 
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O u c  u .o m er 

One way to iii prove our service is by finding out what 
customers really think atout Royal Mail Group: what 
they like and what they want to see improved. 
That is what we did in 2011-12, with particular focus on 
five specific customer-identified problems. It was a 
salutary exercise, entirely consistent with the way that 
the Group i. changing. 
After year f having to put regulatory requirem w:s
first, w.,. rrt,,. increasingly operating a we need to, 
fur ; it ° oU'` f°s rgies and resource' ` °:eeti 

faeod . 

Building u , Ou s~;er3g`l~ t,, 
A uonour 

account: 

t British 
In S, Ut sn e 01.

Mail remains a trusted 
_'wc- rig. pe cent of adults polled by 

w about is; 77 per cent 
ably. 

After tat to the UK Prrncr:~y. 
Royal Mail Group connects people and makes 
commerce happen. Many companies claim to 
go the extra mile for their customers. We 
literally do just that, by land, sea and air. 

As a result, customers the length and breadth 
of the UK continue to enjoy unrivalled access 
to our products and services. 

Royal Mail is required to regularly report 
on its Quality of Service performance 

against publicly stated targets. Our 
performance in this important area is one of 
the reasons why our customers continue to 
choose Royal Mail. 

We del ivered 92.7 per cent of First Class 
retail products overnight in 2011-12 as we 
pressed on with one of the largest change 
programmes ever undertaken in the UK. The 
target was 93 per cent. 

In 2010-11, we achieved a 91.4 per cent 
performance rate, before adjustment for 
extreme weather and disruptions caused by 
Icelandic volcanic ash. 

This year, we delivered 98.7 per cent of 
Second 'lass retail products; on time: first 
time. Th,_ target vv is 98.5 per cent. 

they _
en ri rir  th I I , rr-, fi i Arc •f r r t,,l 
cos,Ui`_e---0,,orI'tf•ruc'aL ti io~ 

op nurs, F - g 
goo : use of HM Guy 'r i- , if f ,ricirg to invest 
in improvement to its i- isloess; model and to 
better r

What are the five main causes of 
customer complaints? 
---------------------------------------
• Not doing redirections daily or 

continuing to redirect when the 
redirection has finished; ---------------------------------------

• Delivery of mal to the wrong 
address (Misdeliveries); 

• Posting "Something for You" cards when 
someone is in to receive their mail/ 
not filling them out; 

• Not carrying out redeliveries properly; 
and 

• Not obtaining signatures for deliveries 
that require them. 

What are we doing to tackle them? 

• introducing dedicated redirections sorting 
frames to ensure they are carried out 
daily and we don't miss any; 

---------------------------------------
• Reminding our employees of the correct 

procedure for using "Something for 
You" cards: 

---------------------------------------
• Extending our delivery to neighbour trial, 

as regulation now permits this; 
---------------------------------------
• Keeping open around 600 enquiry offices 

up to two hours later on Wednesdays and 
Saturdays to give customers more 
flexibility to pick up items; and 

---------------------------------------
• increasing the use of Postal Digital 

Assistants (PDAs) to capture signatures 
- we currently have more than 44.000 
In use. 
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Annual Report and Firancia, Statements 2011-12 

[M_045082] 



U KG 100043213 
U KG 100043213 

4 
Our customers 
case study I of 2 

i 

Using cur new commercial :reecioms 
irt ia[ 'ii Rccye. Mgt. I L ou, 's cor a ercial 

tLrc'c i , iattr.n. 

c cccL t _cucrr, we are becoming more 

h„ cit.r cnn mecrin r v chic FI rr.-;opatitive 
at for the services that are .n ae'mu ad. 

Js -an also be more innovative. 

Hr isrance, customers wait r:r ats 
_,I at thu l ist no ' ' cr .he• are al 

Ir ,') f:_ thcccuec H, le tcr' rrz". 'rHrctnccc rrcci..l.ico 

st - 7aT are Mc _- re cult' trccrtrctrmen for the 
annular, the reinnrc Ld.... the 'St" Id? or 

I nl Ic aLit ictiMh, ' "t 'i"'" c' ' n_. 

i t.l tern thanI i c c„u Ic.. 
Fc netring for You" card that 

anti d t - e ruric, ant to get in touch to restart 
lie ell .an . pi cess. 

ccsstt trial scheme has shown a 
a)r, 

Duc __ to nen.hbmuc tr la; liar. uar tied 
ti _ti Irr:i.c:. cci' Lie , rent. 

!n lit,-iri. t ti .at tci.rl 'l!, , i re .. .with 
ccre•ccc s...acorn Yule _in Ci!OW+'q c.

uita to - period, tr of eut This delivery 
l i t,: 

al. 1i > i iIOtir ""r'w 
_n, nc tin ,7r: at a+ ,c,c, nr, ,7sl:ring 

'hat: ,ac;;ale <nr.v cctcouc the lrin ovecio, .s we 

cc M. r. we are also using our people is 
niccucr.c of change. 

H ctcc 'rclo'rr'rt"hr..
ant' i a 'IS cc to cer'ect ccc cc pp ny cc.civic. `atccs, 

N 
pit. cc....." -"C c, w kI lc_cc-  La-la ice  Iijs 

ccc Li Lc cc ,, Ili ..LcI l ..  IJ k t 
cc nrc ccc L`. i' h t. rli i - I,,ir ictnratitnuc and 

an r'ff_etiv _ly _xp ..in to canturners - the 
ho-iges underway and planned. 

Sterling praise 

Urge o L ia i nS ;not north: rty hu inc es., w ~,z 
Bc to , y I) , ,End Shc it F1 1 weft ; y red rii 

koya', Mail as  lifeline . We li nk one of — ^ *" 
V,_etlanIi leading c 0t0  o net rally 

insp rcci' livc.t, ycid and otat;nurn l,Iccewitr 
many cu- owners throughcu- the UK arc 
arou.nd the vwcnld. 

t-lavinq ci parted out in a converted shed. the 
company row em mia/ P 
ra-fispecipie in t ar ciaaL.ed,sorU,c.p and 
ha nr oc m. As nnN cc"tl a (l nney I land~' 

hiyg I and het 6 nc_wn exuortu; s. Sheila 
Fier, counts on he ekperti e anti d >dicaticn 

"
Royal Mai", ffi'd$CG✓b ,i . ..

tosend packd~g x. 

coy. .. 

parcel will reach its 
destnaton s feLy and 

on me. 

anal Malt : 4 integrat 
:•art f our business 

not prais a 
eyo throughout the 

•,I'ntry h ghly eno,gh;;t 

Royal r1 t , r,`crlrgs ;t 
Annual Report and F nanciai Statements 2011-12 

[M_045082] 



U KG 100043213 
U KG 100043213 

Jt A i.,tt_ t.'x'"ry et C i Gme)

case Jtuay 2 of 2 

S

Direct   s direct bene u _tlo tl _i lc,p. ay rl mail 
a?I~~~ t I ,. I~di l IjJv,v„ to rk l .. laic out 

Ee v' Yarn" sA ora 
Fir e'er,~ose 

et in  rr ail ;s a irrp e and off Id r viay 
for 

frlid ~'~vPrt 01 5 OF 1 1 n oS i 7 r+' .rd 1.F'alr 

a existing companies. e in a difficult 

[?ny,>i M Uf °, UnUIUP atlfity/ "rl r! ach.eve y U;C 
rr rr r ~ ~r t ~ I rr 7wE IS 

ale Ud' ,Ind ti ~' VE a~ per VICe wh!1e 
fdrrss firuvidesd SIftFF(:clr Ft advartagetor

Jul[ eturn le 
~mj;ani s and orgael aticnsthatwant n or p M, forth sto 

doortlO 0000 OrOpS. acre ^r~ n r-nd -rn at n r r=n~ ~ ~r 

That is why we ha r ,. embarked or a pdin to comr ie cial ut1 'e n rn gru th rough 

grow this part of Olin business o✓er toe 

f fi t, (-
~ 

F ~r n,rtion l . har.ty C r ilci Jl i h . n r r, we 
1 , 3 -, alrrady del v, 'd 23. -) mi~llon item ,, ~► i~ C

et ,' a 1 '1 ~' 
;, ,.fs for h~. Ir, r~!' l t, >I r' 

tn ough m a ur coma Fns.  [ ho _ffort was whe i er _nc ni( or Ait is re s o r it :it. 

pt ' of a UP wide w nni sign to raise For

wore10 s r)t the or n.sa -inn work, whir ow mu e hous.

111(-IUCeS IIta SSVll I ) 1 001-a ! Il -fnd - I?h c', tt=f.: 'n  I

/ 3ilj e arojects. hr t e, we too hi hcrprices 

Fuuf rier. F .f ire (TG ,r rr r R~ to hi --A  hay has 1. ,ay', 
happ ~rr; '. vntll '.ur 'a ~I(, e hv~ Lrvide 

ca ~ 
.- 

bust r_ , - ~. I ~ - u ~r y ~ ,tlaints 

25th eat, were still; not y I II that ° r h ..+ i 'f, i ,of,ur 
n515~, tly 

very well known So, using n,lr

I 

vann  #.i t 4q¢=€3@8t". rt'r3 
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,.zivinq customers whet they want 

5e UIar I., CLi UIc's,er_• Lc. LIT/r tin Li iT tc cl-Lese 
ILL/ /TI ail Li/IT/Lip, i i /n 1/ . us 

r r,1 , )i 1 trc, and 
rr .'Idu ,4 excellent customer L/ rvice. 

%ries of customer focused KPIs are built 
into the Corporate Balanced Scorecard, to 
r . ,i,u r_ every aspr.ct ,t cu f vice: 

uv L. tracks 
_ 

} Ct• l'I ^ :i

customers, p' JL. en I s 'ml . , th. rr ,tr cf 
business and c er io- zi nscwonn V+ r 
achieved a sce- , o lIt ,1  si Lw iT, fit 
year cf 11 l i' 
- -- 

Our - - - `- -~ 

impr nr I/t//IItC/:Ifl 'tr ner rf" t for 
2011 rr7 , aru 4 h_ 31 , er :er' for the 
SecC'rl~.-_ai' TI Iu, ye ixrto 

,_ 
"  rhi le,r . LIe in t~_2 3: 

~_- --- --- -- ------
( st ( ,-,' nts h . risen sliahtly 

n ft in ,0" ,,r ".s_to r  ft it 
i . rep/'. v' ' • f -ve uy r ma ,u rub ass in 

i l/I.iI iL/L -r l , t i I - t,. iii llctinue 
f " I I ; nn h . -7 rr . .,r^ r; ins.' L/ `•: t' 1 

ear _e y.hir,  w Icf sh IIc oe 
n IJ("el. n tlr a cunt' Irt ,P a , u 3 15 billion 

Li LI. y 1i yi555yi  - ' r/e c -tn ,1 (ly. 

r_   i/li tr LI .tt LI 

,r 'hl I- rr rtrr' , 1fr;tftprovide 
en ;cc ierl SP' 'Sic In I, he /101':.chi, lea .Iny up 
to I i i1//rn.,I c'.l1 lu snsuCc ha..th_ 
Cu..tents 1jt t " , II.hns (around 
1 4 oillion L'  LI i items) reached 
their destinations r.,n tir-- e rre invested an 
additional £15 r1ikl ien on top of the usual 
seasori ;l ..1'II/I. ' J11 .IiIG. 

Customers v '.an- to u/LI e' , o- ^ thei- items 
are In the •rd ail iTLC neat /'ft liven time. 
We hau I r . I...1/I,.. 1.5'  I. 1 /I kL' lrvices 
that en/jr/ill m i/, ^ ir' :srt , 11t,l 
to -mpr ove' lei` ov, LI C ..st 'no , r liv. 'ry 
experianuu `UE. a- .r e 55) -t life u-_ck d 
express iuis .0 y the yea- r« 11 Ia, 
now ch'inse to offer recipients the LILItILILI Lit" 
rece'tirtLI text or email messages to le -hem 
kno'r tl 97 arcel is on the way. 

Imp 110:1..14 - rr 0i let eor'_foliel wits a top 
priority iri 2C11-14. Une I exult was the 
simplification of our bulk mail services to 
make it easier for business customers to 
buy and use them. This marked the biggest 
improvement to our contract mail products 
in' .1fl11y1//Ifl/ 

We rr. ive four distinct account products: 
Adv rt1 ng Mail, Sustainable Advertising Mail, 
Put thing Mail and Business Mail. Each 
protect ect can be tailored to meet a customer's 
spr fi fe needs. 

Dire tact '.,.'.., ith Instemers is rrelrt.t the 
eha c , ijer to tnese new products clear and 
east; to' them. 

We ave developed another product -
con'ihential waste and document destruction 
- out of our scheduled collection and 
delivery service for time-sensitive items 
such as cheques. This is called Secure 
Document Solutions. 

Developments like this are part of Royal Mail's 
determination to become the best delivery and 
marketing mail business in the UK. 

/Pr rp p7r _ Pr 7r Sill i ii , m
101 ,J _I LU. !Ld i , t L  U 

per rmarce .s ba.,ed on la.,, i, im i 
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V" a modernisation of Royal Maio i f Fred underway. 

Moderniserir e ns improving r r s. .',ct of our 
operation: c iie °ti s, processi 4sorting and delivery,,. 
It also mean i 6 JJt. ng the i-fours it tea s ti process O rr, 
deliver t i e ,a'

iii i fiver U Jrvie al, service. ' term rNin r airy 

a ef Iii  nii oli alb(e rfetwo 
„

oval Mail's modernisation orograrrme is one 
• ation 

err i i ~,rI, ; h 1~r posi;iv . r«t,act 
n'-rf F ,_n 1; vir";.UKP<

I i headli e i jury 
by aruurtu 

S. 

E More the ;rt
started in 20 ," 0- most nra I was ha mI-
sorted - a slow and cumbersome proc_-ss. 

Earl in 2 irnpleted our _ itf,,nation 
p u. ar ri " IU t i Jn tl'r.! a 1'I Lj ,ow 
I1

rr,fl chi, nt _n, tn" ~e, m~ "f', '._r 100 
fig rt rear tin s loch an-_ in I i it 
I U" soh rc r uct ~SI" , t 1 l_ I~ HOC ill trs 

pment 
~rsists of Co-npac li
ul log letters in th ,= cr t n ' Lint a our 

~~ .,ten and v rr ,:, i I _liver mail out on the 
of the

r~ 
~_I 

i l c t",I I re I 

It _Ir _ere -let '!or re gc
rnt i iS ,ov N~ c s ~u i~^c, ~rr are f to 

This has contributed cent 
reduction in gross delivr ; h Ir of 

the key efficiency metrics we use to assess 
our performance against our modernisation 
goals. This reduction co , ..8 per cent 
in the prior year. 

We have made significant progress in 
ch ers. 
Tr ' i t I' , ~ , r ,n cn , .,,..,.., carried 
the ._al -i a ,feerh r haI sff .uh r, and 
tic _ile ut uric lc It .rI tl 'yc r,we 
cot I  rue -r 
hid ghtwelght-,r -lays 
nr -Ivv pr sec va -is, reducing toe risk of 

c  ini ry `h ro now more tIp 
22,_
ne'n ,°z -r c' -z ion. 

And by n year, we had also 
acquirer. ~r ~Iic-a1 .0600 os rLr orr_1 
Assistants APL) ' hese hand-held elr _Lr_nic 
devices, issu I t , _;ostmen and wor
collects 'ry rounds I [ r r to 
track n " it at key points throuoi -,r rt the pipeline. 

A m rket-led initiative 
Why is oc _rnlsation n t iS s=ale so 
ImpJrt_I' it

stakehoac rn 

While tradit
dramatically in
increasing di c ) G - rw h r or one et_ tic1
This changing ; • r, Ire iLa iy ;- e ,_nts 
challenges.
process and try I -r rnr
customer Inter_ to t ire de rer L rv, h r1 
parcels a So liC ICS a Pu 1U7 I  a 

modern
cus~nn f~ 11, -rr 'n1i i Io 7. 

n let any of this oc istract 
1, im our on ring of igc_iors. c tl e end

:isuc ~~~dirl ng 
n r~ uctue of fu Iy letter 

or. ssrig and exceeded vs lr (Arr 'S 
ur ulratter First Class r tar, de ,er target 
a_ 1, ..i:-rr s~ t L ~ i-'the 

r change, 

:are 

I' -If . _t 7 I I , c,,orking lives: 
rr _ w It r,U_U r saline colleagues 
U I I .. = u . I at change is not f

t _u tI lularly when it 
rrl ins; 7 Fferentways and keeping 

c I  hears ins as we become a smaller 
to changing market 
1.ndent cc will mean 

t t~ ep, ti ny ell , rIL2s. 

Ta help those leaving as a iv' tilt of this 
process, we have a r,omp ve 
programme in I I r ; „ s' I n 
finding ne I h search iTi tLills 
and care Ea, the provision 
f nar a acr e. it pug ,out the modernise ion 

to treating ?u,,ai 
- AIII I f 1f1 '1 r f l .ati

1-  p v ,P;rs €: r 4v!IS:6:t S & aa_'s i1C,'%S. 

I ,  Ail
L-It" or o t."tr ', f i it _S '-St ith 

e.rer 'tl u_ nI_ Lk_fI 
in 

r'-arI It n17 I-na. 

12, we clu..d four mail centres: 
er al oempstead, Stevenage, Southend and 
Iatcord. Subject to consultation, we also 

.t rounced plans to shut Derby. Leicester and 
Worcester and initiated review processes for 
Cambridge. Gloucester and Shrewsbury. 

Modernising Royal Mail does not always mean 
closures. Where appropriate, and to best 
serve our customers, we are also upgrading 

d t new mail centres. 
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W 
1 Modernising Royal Mail 
case study I of 2 

Ir 'ar r cr wnp ate_ -he first phase of the 
a, ' '10 i loi -IV 'Ar err p1 7g ,- 'or a Mc%urr*, 

..., t 1, `'I,.00il 01 11I i 001 tie It . ",' I 1ri. 

7h10 1.I1 .' the t. nisei , fnur-"rr 
in: :it ~t` r S ri1r........

 nea (ii ...3M
~ac 00. p"rnr S c er 10:000 hello hour. 

h~ O0.. 011L 111 1i .i 1: . .cc 
PF1' " a if illllf j'r 'S Wlth 

hr ho /S of comp eh ensi ,ee air 1p 

Hooch t ail also opened the M' o,c o P of 
er -e n Kent and Nome Lou ue> No nth Mail 

_ x17 . .  ( 1 fF -hip 
10111 :1 11 10 rliolil100lfltF Iflhiji1" 101 111011 (11 11101.. 1.. 

rr'011111r Ir11';w'h' 'it! of lh . ar( 
110 ,1n_ry.or. d mo er- vvc k1 ' o' E'.vrr'nrrtents 

n r OW 011:c 1xi tin% pal- It1 s, the r mt, ttding 
10.01 N/.0 ion 1016 P1030011101010' IS 

Oic . 1 i • 5r r1 .. , doing 
n: 11 : il rr elf _n 01111: , yr:wt .01101110 ' 11/(1113 

laoo N 01 Il I- a Jrr' 1 H_ erto:Ve _ys ?rrl 
•
for 

r ,' s.Fny a f 1etur 1,, r ii 1011100' , IJ. 0/Fit
d11, u, tyf. 

n t , y ~~'_ :1''oiF F.00r:. :j'oo.had 
Ll1iE.1'1l11..1. r o' . rl =i • O'lli 1n1.nu> 
tl av _Arne nt 00 pr_ fo 1111/01 .001 a 1-ras. four 

01/100 at:. 0101.3 -S 111/110 0/010 J' - a 5 ago. 

cry _Nr g 011 r yep n ,lt xt rnol ac nit, the 
o hip 1;I s,t reds 

tl.Ii FF 1 nr r " I ,ed 
wit[ Banc, cvi arc 

_l 
ey io r ,7r io0 10 

Brc 1ze-aw- 1110 ca FF0010 on: r1 LIe FIlet. .- a '. rf f 
al 0I 10_c I ni 01_i'Ttres are now 

v n .I'i7 t . of /Cus. 

Bleep vie' MaliCent.e hoe cone 7 rn ethan 

y ar ✓ntiw it or onpM lay off work 11//C :a i/o' 
on--Site arcMent Minor incidents ecu;rirg 
onlyIn;nimai fret aid wore dowel to four. 

Join P-1cdaul, Deputy Manager and former 
CWU nr rith aol oafof p r p 1i100tflt11tiV01 
ftrihu e tore rr r nr0 to tho neve((1prnertt of 

T rot p,redirtlun cOrdo for r veryjub ice the 
f:;cllity ,s pa,, of the 'co ipany's World Class 
tail (WCM) prograrnme, 

processes. eror 
hail these, hid t; rely 

descriptions. " €e > 
cards, frith t eir clear 
images ant l ' coding, 

13 111 Nis noww ri piece in ali rr,~ali C2r1tt'e,. '•hlitlt 

implementation in. 01_ing to other parts of 
111 '',in] 0/ Id delivery offiree as well, 

U1tin1 tely, it wlli#leeome an irltegr i ' port c;( 
the v,,ay Rovri.i Mcii operates. 

1 "1 ur r"1lt tlnri wit 

jaw wa.r•oya nnesfgrau .corn 
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u s, yxa t 6 ''at ( 'v hi` , ~ ~ T,~~-,sad 1 

iv a ni . iy ~'Uy i" aii 

a 

Thank.5 to the iru- uldticn of Cornpa t 
i on'u 5,arfar, i.-i Sudan ea Mai{ rn're, 
the facOty has hit Lu targets for putt rig
in correct street Pc very Sequer_ce- 

Joli'✓ei -ina an a:yes;--thc-b rrd hcnju for ail. 

"V chic 
faster thari 

• °.t benefits 

es and- s 
o, ;,,en by t

@
e > d 

empcyees 
as welt.'' 
,:ay Lionr[ Jone , 5w—ca.
AlJ'_ora tf'?n

Au pn tm, n J(PT [i:vie;r al rips, 

Progress it Swansea aiso eaten ls to 
i.pqi   on exstang ma_hins that do 

Verythii q L; 7F as d irclurinig feu:rinrt IF aii 

tv y r=rya#i'r <<IR x-€3@8l". rr'r`,r 

hieved a great deal in 2011-12. 
e ar i o co even more. 

2 iG 13 .ve are sprracrig the 
F ~ i_~, _u .-i u ,;othodsand 

F . u, ~ntr , i i i ~7cns. 

o ~iI n~ ,rii high productivity in 
~1r'at .-fe inng , Ltes_ 

oc rn ati ,n i a i, ay ,gay to ensure , l7at 
il'_itJ car bi. yin _ss—based on

nr ~r ir- n1n n n~ . Tci i- F 
I avi `J ncl R ir7 lac o" 7U custornurs 

u es. 

' ud rrl ld't 01 Y9i!es w 
- 
si' -.,ce the 

rog 6Y; "8'a e lae g krn 

i ally 15i4 r, lr _;1 quencing rnachincs --
to date: 

------------------------------------------
• Introduced 64 Intelligent Letter Sortinr,t 

Machines, which can sort over 40,000 
letters an hour. at neary twice the spend of 
older machines; 

------------------------------------------
• IJpgraded and extended 225 Integrated Mail 

Processing machines to date; 
------------------------------------------
• Achieved sequencing of 75 per cent of 

the mail; 
------------------------------------------
• Closed 16 mail centres since the 

modernisation began. In 2011-12 we closed 
four mail centres, announced the closure of 
a further three and began consultation on 
the osure of three more; and 

------------------------------------------
• Completed celive_'ry revision in 448 

delivery offices. 
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Our people 

Royal Mail's people set our brand apart. 
In Ipsos MORI research conducted in November 2011. 
32 per cent of our customers said they were either 
"fairly satisfied" or "very satisfied" with the service 
they received. The same percentage rated our people 
as "helpful" on a sc ,'e that ranged from "fairly good" to 
"excellent" among the highest ratings for any company 
in the surve , 

i cfciy on the roads is essential. Royal Mail 
' rD elforce Worldv, uw have nearly gait s people 

~~~~,,~~ ~~ ~.. st~ ~°s Rita ;c 

Fitfic. on'...p.i-is n t;oyc Maul operations 
e _tc ally .-er nc to i +.prove our 

n 2,1A-12, we r n_I .-In , grit 
wc'oosrrtentagaino n tinrporame Lala- red 

co-ecard featuring four quadrants: F oople; 
~uotorner; Perform a,i_o and Financial , 

t11 .. upec . a ~I P ur eca' Lana 

accountabl 'id Jir ^eat rerall our 
managers ° ,rc ,qt cut --le UK 

This sywfer is oiso onrarp  tit at Royal Mail 
rev _kill p, i , ria cc an.' lie ,av ours that 

In 11-1.2, Royal cur , J,
n. z-iy 159.000 peg, ' n It `nI,, h 
IJKPIL and Post Office ire 'c As, par nt 
our effort to improve e'fi_' lc, a, 
co!r pe':its r is s, an P c ,e regretfully10/LOOP 
our H. .1'/n f , op 4,000 people - a large 
propor on 'f , ro n were managers. 

In tim n, li,n rrow iis essential that 
C . -ory one no' e tmcur understands the 

' t ILl' J it 11 the , tto of Royal Mail's 
girl 

li .- ugural annu-, r l ;_rloyee engagement 
;Ir•eey, independently ow by Ipsos MORI, took 
place in Spring 2012. Thi, achieved a score of 
56 per cent, focusing on employee alignment, 
in=volvement and loyalty. The survey will Form 
the foundation of a specific engagement KPI 
for years to come. We will publish the results 
annually to chart how our people are feeling 
about the company, its leadership and 
strategic direction. 

Tic ttM Moot. "fail programme (see 
"Moo  01 0010 Royal Mail" p22) is
some enurn raging results. significantly, 
reducing our accident rate, One of the 
prog c ,cis r, wcrk otwtor is octicco. ,v 
have f, Ij i' nr r ,O rr ^n tl 
r cdii time and t als to do their job tF y cr't_ 
more safely. 

-- -- -- -- -- -- -- ---------- hides ddeitor.trinp I r ''it i ;l" and 

A bench r a k su rducted by i r  s "."^~ '  Ii If I' IlK 0 I 0 li i 7 t1

in Autumn = 2l 1 1, provided initial fin in nsu - e at ail r ti err ire , t, a t ,st is

that enabled us i,o take immediate action. ~~ n., Una u LI i i l of ith 
If ' I , [,t[ ~I slu t,. 

We leered ,:hat employees want to kr )w 
more d out uurorganisatiomft str 0t el oh 
role In or what customs I inhit 
MW VVe reached and undr'tnrt, r n/
of activity to improve ttdis. 

There wore plenty of encoi ra0 n,n out .on' ,s. 
Over ti _t _'ilarte111 0`'11e0 R l( ' `tit , , Id the 

new. It.. .. .P  within r<oya! Rail I I ids 
of po o;. = ' I their line manager trrtntc them 
fair  , cmi w th respect and well over half are 
Fro .d to work for Royal Mail. 

Safety: an ,e nduring priority 
As l:cyo ci ..fl:ios. one thing remains 
con,,T:inl C/Oil romrnitrnent to the health and 
safe ft' cnl Cns,nlc: 

to ro cn'. or, itted to doing everything 
Lw in our ao, , or ;o reduce the number of 
acuaen La do' .1 uvertime. 

We are nuo,e to" ale rt j , _._nt 
reduction in "I n_ I I I arses, 
Diseases am n oar rnls 11 0011 '001 10.0/ 
Regulatrrr to '4 

., 
ar .idr its nor i.( l0 

employ s c. uri . 9 01/3d... [0/..•,193 o 
18.3 ae It.L pur i.Utcilt c in tl 
previous year. 

lun , ,cl Ii t to. I. es 
f r,r Pei art,-y trainine} 

I soli- oar rro-us ue  iu ict _cks. followed by 
/1:100 h0 u s si r" -aro t tic, with a qualified 

wt t/irrioti I/litL- iral 5sof 
collie nn, n ,;Ori r. ~t[ i/; ;= rt~~s. 

The , 7, . i I rr with. i ritly,
radil 0ec' 0cc_ tr-offic ._or S•ire tll/CeO i t... : 13  fast 
r :1150 A `_n ; 000 30 any, ' C ./IV(//S, J ISIOns 

t l~.t ri Il, ti year. Such 
nl l://it/'stantit"p, d1 is with deep 

"pr t ft ot iloyal Mail Grow..: recorded seven 
rcau oe_ hs associated with our operations 

2 four of which were I h i 
i,ari Gr iitties. 

Developing skills , :or a chanqinot t.ustnes=, 
As Royal Mail s modernisrn., s. a tl sl' lls 
of our people. We are achieninc' this th un . 
extensive developn'ro i lot _. i,, , iron €iy, 

01> well as through a policy of recruitment to 
I Ho young people and the long-term 
ore- nptoyed to get into employment. In 
3 1 l 1r,0t, ve invested a total of £11.2 million 
in tr ,Inr c and skills development. We have 
also spent 111.9 million on outplacement 
programmes for employees taking redundancy. 
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Fioy. M.iic .nr -rn ce -ii~ arrc , nme has 
Sorted: a n w E tlOfl beer) o I_ of ,_u ming 

en 1 nt employees
te r tr, 

in 20"1 2 18rI e; ,t joneu'fc.y:. 
Mails eriftnrninng tea r?i. T-lei, rnusinn_ In 
'ram all I hey reed to <r.ow to keep :our 
kiting equipment _mninc t its best 

I hot Inc,ud'es Royal Mail's loteet moth ii
an hi'Ip;ri l0 make I'nyrrl Moo 1'' ('1 

nitre morn effirier,t 

vVithin the r u, s2 of thnl - three year 
programme, our novco englrreerswil . 
become n a ,ter- of equipm _nt that 
proc?sScs on to 4011o0 items pe- hour. 

Individual rr-spons hillty is a key t,nernc of the 

course- A d whi(e'earning (in-the jnb how to 
Ininirnise brcakdownsand maximise output 
through onto 03 mMntenance end rewire, 
)p1 entices are also workinc towards a 

fIlTh and NVR I nor l ?_ 
F' ogla re: ~ par ti' pant ,,le andra Ails c soy;' 

my Y~ 
a up. 

• 

~ w 

WII—rt 

, t 'ir .~ ~,~ I'fnr Itrr1 I5C 
evee  #. '4'i <<IR$r€3u rr'r~ 

tnt 

appr, it I, r vh h I- rn ; v r nr~rq in 
part ' el tl s nI .r t p zrrr e ar ehi_le 

~h ai l ~ zt a V ~uu;rr r 
'iva,ification (NyU) within 

I ' , .1p:-nf? nr `rn -F' , '.Ip 'ra ' n, Is 

ill `I Ic.Lnr y d'id _ lu;, ' G fJ Jz'i I's 

lu, a aseson 
I ,,,m ~,' ~, _ m rt-z 1 1 .rho showan 

rrxlance in Royal 
a ur ra.2 t_ cr ar ,ctl ; Gsor ad to 

work 

throe ;'hilt

Royal 1 rte 
prop p. i a r 0 t 'a ra nc In I islness 
r. I I., ar Y's ;'ul _) ice spected 

ally'` ' r l I :> se. 

Ca.r .u I ;~,~r <oai ci:vi"~ r isofrace 
tl Iy h, rin

whlc np I l< Itc 
prop.rrt ,-i u .-I e Ic irv_ -,   {es r✓1', 
emp
is sli I - , Ir , Ihr",,roportion of REM citizens 
in tF

Royal I Ili rip, nn; 1 r , eti ; =rsity means tl at 
we v ore V sr er sl o ~a_ sa°_ion7, to -ec- it 
in pl 
One
help, p( ph nn ' <at cfI(- and health 
conditions r'_jor tt r' 'at kk,ace. 

Royal Mail Holdings plc 
r~ b Annual Report and Financial Statements 2011-12 

[M_045082] 



U KG 100043213 
UKG 100043213 

We are also involved with the Ready to',"dck 
programme, par of otto Ira Moo Fo Inc_i_ic i. 

Since 2005.. .. :010 tl xn 4 0 ~ ,ccutc .~. I 
Royal K: . oc. , , -i r.• 1 L

agrecdt , taboo p.rt , in.N G;..efn nt 
inioa Ise .01 (er ro, 50 30  en, e f'., a to 83 
youllc peccpio to ,,p a 1001 ',.5I110.0 0. . lly fo

us on a , 0'it .

We are acd t' m,i l i i ' orr 
Business Action an ,o' e'n sn_ss,which 
supports people as they gain and sustain 
employment. 

All or these c torts riyl t )mote farness 
(- can l i r iti . c to - _t , ~ Rot. n,c,

neve- losesightofoork'colrl n c ~hich 
is to raise levels of custr.mF se vice 
thro ;bout the Groc 

For inot,rrcc. in r." 22 w, identified r need 
c~._;i.i_._icl c.QUO 0 . ;c.i , .Ui tic es vitl the 

,hl _;l,r, 1wf what is r l:n,t custom ' f. I,, 
role. As a result, we introduced a new 
NVO-based training scheme specifically 
targeted towards improving our performance 
in this area. 

At Royal Mail, learning is supported by the 
activities of our Learn Centres. There are 100 
of these throughout the nation. 

At our Glasgow Mail Centre, for example, all 
1,100 employees have access to lifelong 
learning opportunities in the workplace. Since 
2009, 482 postmen and women have taken 
part in over 50 courses covering a wide range 
of topics. 

r 

'; ur:iq _ rc' co  visit oaths faol ltv, °first 

in _,te Ut ` "et  sn Alex c at.. ond, 
k ,,_.wledged the r ,rt + 0110k the scheme. 

---------- ---- ___ 

rnployers, wcrKer s, 
unions and communities 
working in partnership 
with HM Government 
to promote workplace 
learning benefits alt of 
us - which is why it's so 
important to recognise 
achievements like 
those here." 
Alex Salmond 

Year end people numbers

2012 w fl '.t 

U'' 1 nrcels. 'nternational & L ttors 151,156 1501101
- ---------------- ---------------- ------ -_... 

"if 
0c _a

ct 7,798 

UK ,w potty owned oiutt i'di lea 158,954 
 262.963,,, 

------- ---------------- ---------------- ------------ .___ 
of leo:...toc i t  i _i , i  3,926

--- --s----------- ---------------- ---------- ----- ------ __,e__e 
o. Lc, ti e I. oterno 13.362 ` 221t27 

Group total 176,242 1 r to 384 

I=rep oviog career management 
'^,`ill oLiLO _ f ute workforce, it is critical 
0001k ''i,3 "H<li4 has the right people 
management system 

Our new end-to-end integrated People System 
1 `..anagement Programme ( 1t- wont ve 
Soil 03 .....:0 _,(, ti010. OI',", We 0.0 L.co.ter 

.tlii" t,) _ . 1 i flint i•ill01•0: from

00001 1 itlflLL1ni1 t<< 0. !lt311oltt.1101 aid ._ , si,01it0a00ay 
enhance uvc rk t , it_- at SootH Mail. 

More then 53 pm cant ..t em workforce used 
PSP in 25 Lw ai to have everyone 

S'F , 1,e Gold,; H . .0. (' 7011 
1,/l (it usiity Awards in of arni ti 01015 

R3pE _-ation Implemental or . a ogcrv. 

PSP 0, r ,rt a°a wider effort to oon ,hf,, 
wor king' ife at Royal Mail. Novi, g _c-;ouiated 
over IC I t un resources r oll i _ ,,r ti °e, 
in th p „t r we reviewers o~ i rm: fir "; 
this loo~ oli, . Today, we are cot., e ra ing on 
39 cow 00 :10 -,olicy areas. with f ,is d 
polio " t 'ciuras in place i I ..'0,1 Orc 
easier to onci , anc a ' l 'r'plemerit for 
employees and manage.'s ike. 

We have accomplished all of this with the 
cooperation of our unions, the Communication 
Workers Union and Unite. 
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he past year has seen major reform to the regulatory 
framework under which Royal Mail operates. 

Ofcom has acknowledged that "the traditional nrr c,tc 
to price regulation" had failed. 

We v. or n the significant cha es eat have beer' made. 
is e r, rye areas of c n°I e,, t ,.en n i in regard L the 

x e° ' t u°ncr1 postal services. 

I has played an active part in 
_i ut _au J ge. 

an 
anr, r „ I T T : ui '1_ 

Uni or „-11 c rv,-r. .n il i n' itef r! to the 
Go d a (o ne , unisters 
a GepL, ufie atian 
a- Skills and their r i , 's, `c i wing 
through the legislation th:, h.t; brought 
about much-needed chance. 

The new framework has seen a substantial 
reduction in detailed, intrusive ex-ante price 
regulation. In its place is a more commercially-
oriented ex-post framework, based largely 
on the principles of competition law. Some 
ex-ante conditions and controls remain, 

acrd Access servr 

ibi i ~; , ~I n , ~,n. :. I hr rrr , inn. we 
swat n1t 'na `tan c1 in_ ,s o 11 rr 2ii ;lion of 
our "I  ;~i h,` a.~ , ea~wc~ I 1 Jv  dapt 
cui 01, ~t U ~u vp  . , , [t sucL . ,,fully 
within

The Posta. Fervicr : 
The Postal ")rrr ice° Ac 2i='i1 ,the Act), which 
received F F r 3 1h i011 
provided 1 i , j. , < <<J _ ry reform. 
The Act's p r r, inn
1 October 20l:i T is as ,Nh_n t
licence-based r gir - as "gip _ec ay 

P itio 

The new law allows far a regu',wry 
frar tein 
al l  a _' ..t to 
strl  si~ zss 
revenue 1  ie s,rk -:an ni to 
sat  C ll where`, 
six

The Ac cyrtprs r s "-:re piNa,r3: 
------- -------------

.I 

• A soution to Royal Mail Group's historic 
pension deficit: and 

• Restructuring of Royal Mail Group, 
providing a framework that allows for 
private capital investment. 

Two of the three key measures of the Act have 
already been implemented. 

The legislation allowed for a ct _im, in 
us 'a a dr_,yu`etoryapprr,aci h addition, 
on 1 A or the reps 1 i:-r pater, 
almost ' r tl pension liabil iti pension 
assets c tl e Royal Mail Pension Plan (RMPP) 
were tr. .-rrsferred to HM Government. 

it o 

Pr r , I 1 r t ure _uri> i 
pri tc wL try ~ I ° F 
and-rrn ., nrL.if ,r, imi nr! or ai 
sep,rat- ;t s irr <u al ar --rc kp l ,a ,n 
IA rii ,i a ai I , rrr h ur v!ied. 
Roy, f " .r:nr;  , r s lfi led 
signed a long-ter rrr commercial agreement 

ll -ivary 2012. This secures the exc, dent 
>.is. ig ti,r for I F  vvr f' ya ' a 

.s 
,Main 

businesses 

pond 
, recdy to toe significant financial coo nnr 

ced by Royal Mai! in providing the JI vernal 
.•i icri, ,elude t1, -y 

=a 1 ions to the Universal Service 
t ith I '1 Ad: 

nary duty is to protect the -
ptevisarr of the Universal Service, which 
only Royal Mail is currently in a position 
to provide: 

• Ofcom must have regard for the need for-
the Universal Service Provider to earn a 
"reasonable commercial rate of return": and 

• Ofcom has the power to impose conditions 
on anyone who seeks to enter the mails 
market to provide end-to-end competition, 
where necessary, to safeguard the provision 
of the Universal Service. 

Regulatory developments is year 
, t, r ~e ~fn ~~ 3,,t.ed by 
as d ,i ,' os, ntial change to both 

ictu  u :L, it (_; )octal services 
eyulatio ty for regulating 

the postal sect transferred from Postcomm 
to 0fcorn. This efleets the changing position 
o` post. It te sector. but 
rrir~ of r . l i "Inn 'rs 

F r 1 ~,. , rr ~ w i i ' bet. 

GloI I - iwith0;n to Delp put in 
a ai r ;w approa:1I to -egulation. The 

c re l icr Late is reassuring for the financial 
tI s x-day-awe >L,. o rc price goes 
rii 'al Service. 'T 'forms will 

Io\, R, ,ai Iai,s Universal Servic' Obligation 
r ~c a aas ua ale comrnen_ a ate of 

• a ur,r err
1 un, r lh-P~ ,t c ,rrri' l`.t? 11. 

w• 
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Ofe,m i'm ohmned Royal Mail's regulatory 
loac.. f I 's Odor-es ex-ante regulation of The table below summarises the key changes brought about by Ofcom's decision on 

pricing. wl cI ; Ufvom has scaled back to cover the new regulatory framework, announced in March 2012. 

standard S, rcrr,. Class letters. Second Class Before After 
large letters, ar I (in future) standard parcels 
up to 2kg inter oe1 to ac: as safeguard 

Intruri' I I :,. i ;rl 
on Universal S  Obligation (UJU) end 

-~ I
Iry ar, A 'safeguard" price cap will r m - n 

P , , . ). s li ;ti, ,.c t.~ ' Fy ,kith non -Universal Service Obligation products trr `_ -cc -id i-lass standard letters. Second 
Or t i ito of set to meet ti anr. , _, ru ,~ lc1 ,~ ant 1 . . ~. ; ,,rceis up 
rer. ire .s r,r r margin differential 
bet, ecr, _ w .i vi esale se-u'-tes. -----_ .-_---,-.-- _-,.-_..._--,--------------- t.,-- -,..-_,,...__.--..__ __,,,__-.,__,---_------
Pen ,,'- . . „II L S "lay ,l I )wed cc to Mo ' tl I, > ~) J t< fcii s E.Q) ~ IIt IS "I _ I '?I I ( u.. 

start tl rat) e i t I_,` ? .Ord rev"'1tl' , ° 1 '°IOr. tr F ' '.CC e «latlon C ,fl t or riIn or pe' '_c` . 01!'v0 OF

redesignirn_ ouc product portfolio to batter subj .t .,r p' cccontro of Access chroc gh 
meet then 00c of _ust:omers. These r sr" I, I II`r'JI. 

pro proc Odd_, l _i_,c; c"rc...oio Royal Mail to cover 
-_ ----_ _-- ---_ - 

Royci M:c,iI'r, rico s I as of ltO ac eec .o any 
__-_ ----_ -_x__ 
f-_cc_c cncrla_lou to , iirr to '- pm t of l'ict'ai 

all It ; r, 5 : 1r- I' a enable ~. pa oT  ; I I I ~.r r rv~ taror ; , z r _, ,[ ,. i~ 'r .~~ r- ~ i ~_, aye 
nor- cc ia rats of et urn. and .,x, -ir , ~I~; ,- ~1 a , Cl l l a + f I ' 7°.gin ,cle 
ifcurn has also reused another regulatory prec_rit. Ivc cr c 2 c;otr )l. cclm'oei _ial cm's -end a s _ t Ar cess prices 
ec(airerner t tf at p evously hindered Royal t10t 1 OF' -, I :_a0 .Iia : e Jill' ;err Inl eturn. 
ai p'i lci mci cc, tl , cqulatory obligation IC ...O cc r I > VI ' IF10I0r LI I I 

I I ,stablish' `  t t price I F , I I -n I I 11 l tr 
Iffy rential for competing mail carriers. From is nr v r ctr  rtr to Iet1 ins and .arge fetters 

)E1(75, Royal Mail was obliged to process and at 2h I II '00. Fl oh c10Fi'r c ply. 
cot coo mail toll _ct (I P our rivals. This Royal Mail was generally ot. lig i ic p, .cr'e F.oy.oi i e( Is ic a : e cc c1 Inc 0 f ec. cc.' 

o f 'i nt. I 1 )s Downstream Access three months notice wl-i-i I I_;i ; r cc c. L ;16' Jvithrlr F I I
7l f v as Ibl ct ro strict price controls or terms and conditions f , ;radar h' -r ",'I f , Iorl JSO proc'u a l ys 
,e, iy ->3 r -, nt of the letters posted within restrictions limited inn rJal ,an rti r fr- 1130 services. This a 10' uis 10 
I , c. co candle are now DSA mail. I n:: at, ac_':. introduce new products 

happy to do thi r 't' ,if -,ar.. I t
ore ,c oas cost Royal Mail hung , , c -_-_ y l 

ui m of pounds in recent years i h - ( 'l aI _o r ru b,+_ lo Ji oi rs ,.I, l t, _ t l, I I e to 

,01 _ I i, it price advantage icr , I I"' , ' i ','a~~, ,t au ,i I .. I' I'. , f .c'Y decld to I F I I F .:r ld 

,< I  Ji`u~ a sire level playing field. Our s II' a , ri d tl rigI- c, , on or -) at; :-1r: of their le.ter , r71 1 n0's , -, n , the 
`7r CF for. re  n r fa t,-.1 E) safeguards for rcgt at ;.- y i on cc eq'Yie Fr° .h seta Ise ; d r ofl _o-end delivery pip it :. 0 - I.o•. has tl ,e 

c '_ss _s tl _ rn_tw --rk Ircugh the margin a guara, I ,_ Nr . Ii ua, belie, fo impose regula i,, . un Lill _"is :rn 

O , 1 0 I ILl I upstrea 1 I I n mail acts, i o ,rr I offering sere , ^ I , I ~,?" ar 
subject to ti cc I n , cnr ,hors complying con r I Fr _ entire end-to-er I r li v.'= t' I OF' ine 

their licence candlcians. r,-he - there is a demur ar, hie 'hr , at '.o 
c<.ci 01cr. 1 tl J I I c cc i ,iicc. 

No c.cpIicit ° atu tor o' i'o.:cuicool.ccrt Liar the /c c t 0 cL proio. i C Its 7.1:. ..,.... i .act I1010 
regi IIatorto l v 0 i.. f ,_ ilto I ". for icon rega c fI 1 '10100. Lir ilIc1. I s=lI 
the Universa(Service Pcovicicr to rake Service Pro i-!r in in to a,r7 .hi: 
a commercial rate of return on its commerce-+ ' inc of 2t n' _It ir_ to ,i rsal 
USO activities. Service Oct10 tim, J"ca 11,1 do ",F vi 

t zI I .Vii I` I' , a I F
r ,nr It 'cin ;w(edges that in r . ',l ort-
I -err Cc ai '-had may need to retar a a 
I , pin 1 in. 
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R,-  ~cr- g r H r- a 

Surumary of developments: 

• May 2010: Postcomm launched a set of 
consultations on changes for 2011, which 
resulted in a number of incremental 
changes to narrow price controls and 
started the process of reforming the 
regulatory framework: 

• August 2011: bulk mail products were 
removed from the Universal Service; 

• October 2011 and January 202: Ofr_om 
launched a set of consultations, which 
resulted in a substantially different 
regulatory framework; 

• November 2011: start of delivery to 
neighbour trial: and 

• March 2012: 0fcom set new 
regulatory framework. 

Next steps 
Operating in a deregulated environment 
Royal Mail welcomes Ofcom's 
acknowledgement that there are now strong 
cormercial incentives to treat our customers 
fair % that we undr , stand their needs; and 
U last j , irrs that customers 
v., t t1, nil, ,it irl n- -ice. Royal Mal is 
focused on reo e -1 nc -i I business to place 
customers at ti _ a of everything we do. 

The new regulator, regime gives real 
incentives to in rovides the ability 
to respond to our c s' needs in a much 
more commercial w n terms of speed and 
price, whilst continuln to 1rovide safeguards 
for users of the Oniver,ai S<,rvice. 

Fur ,Ie re ;ul, tort' c an:; e 
it tl e a t -y air ,vvcrk 

ove
for,. I Iu inp',u ~ „i Ilil l •,r C.t it
Univers:- i Service. 

However, regulatory reform will continue 
as C cem seeks to more closely match 
reg 'requirements to a dyna 
rear, ,'r ')from will be conducting r ~w 
of I ar Nf is as required by he In A 

2C'"1 '' lch v ill _cnc ao_ by 
i"ic CI I ru' iuuctinc 

an . 1 .. t It ~n~ cri the 
regr atory framework. 

Royal ' flail will adc'.=ress a number of areas 
wl ec e I;e believe :' at'c,rt` er regi, atory 
cha
fro-,
pro nr, ̀ ter -Iri
non-m,- ct c arr_

O ill J 1 1.1r i.o do,, iy _ ri- ii tl r 
postal v'vs' ,a Nt Ail Ii 0

pe
re  
to ds a a -afe ,an si staff at ? U- iv '-sai 
Se r; I, C r s; , vntI "fig to 
hel  n z'" idiTi , ~u I I 1e 
rap dy k _pl,- ,e and our pl<=.ce 
within it. 

cis 
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Our bLsinesses

The ' roup'-,  narnbusinesses 

gaup is organised into three main businesses, which are covered in the 
tcs•In Wifl; f ,yes. 

Royal Mo 

------------------------------------------
UK Parcels, International & Letters 
(UKPIL) processes and delivers letters and 
parcels in line with its Universal Service 
Obligation. It is also a leading provider of 
co(lec`.ion and delivery services for express 
psi ii ii cit larcelforce Worldwide, 
pin df I ci t tl __ usinesses and consumers 
ca'iti a nit lnn:;s of timed delivery options. 

iL a !a- ,ie' l the design and 
j ntrnithe UKU cA tmps and philatelic 

arc' it P,. It is also ies. cnsible for the 
arc can ng of international mail under 
t,c anal arrangements with other overseas 

in strations. 

4Siithizu UJF,.Pli. are: 

• Commercial 
corporate parcels, international and 
domestic mail: 

• Consumer and network access 
consumer. stamps & collectibles and 
wholesale products: 

• Operations and modernisation 
collection. trunking and delivery operations: 
and 

• Central functions. 

POST
OFFICE 

Pos:. ua .is' iiis'wcc UI ,. 

of branches s ic, n cc ,n 
communities ac -nr tH cn ant It . ir! 
a trusted eaccat pc. it I or oi. d 7U 
dWfnmi., r ; )U'U 1s ii. Led cc trial au , iy 
soul tan i` iP zr i i 'Jl 

carea IA " anti rnrr,anc services, tr tep Ii nr.. 
fore cin urn _ncy, travel insurance and retail 
mai'.s scr,i ;~-

Royal Use uup Ltd and Post Office Lin:iir ' 

became i ; [ _ n,sr
The two core ^aaura ha t.' a innlrr 

commercial apt ncr an.. wf ch ire. idea 
continuity a-us acts . s .uu I ted s' ta a .h 1, 
over the lonr; i s 
success of boil nr nn -i> s VU an ,, r 7 
Royal Mail and the can Of e ;tor inc sisalir 
together for the cerneiit of stotnst a. 

L IGLS 
General Logistics Systems 

General Logistics Systems (GLS} :± sih ors 
high-quality parcel and express serviV ar ia 
well as value added logistics solutions 
throughout Europe. GLS is one ref c suypest 
ground-based, o  sir~ ai n
Europe today i U 5/I'," A-sc 
coverage of 42 i of ' 'tins ii mist 
owned and rat can _ar. rpa ie , a 
connected ,/la u,,il - i u i a[ 

s in 
o> k 
trolly 
is stobiutiv 

ts. 
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UK P InternationaL
& i Siw~ s 

T m ing ps'rform are 2011-12 2010-11 

" t• ~~ -s I;~.? 7,164 6,857 
---- .,.--------- -------------•-------------

I G ~_ p of ei`(ios r jiter E on on cost tLnu 23 (120) 
- ------------------------------------------------- -------------•-------------

,i (%) 0.3 (1.7) 
---- ------------------------------------ ----- --- ------------

~I  (m) 14,997 15,909 
----------------------------------------

e.. ; t 151,156 155,181 

UK Parcels, International & Letters 
(Ul P11) 
UK' IIL delivers letters and parcels to more 
tha,i 29 million addresses in the UK, in line 

id I  Universal Service Obligation. 

Ire o - i ih,- uusiness is also responsible 
frn 

--el services through Parcelfarce 
Worldwide; 

• Design and production of UK stars-.ps and 
philatelic products: 

------------------------------------------
• Processing incoming and outgoing 

international mail: and ------------------------------------------
• The growing marketing mail business. 

Trading prrfrr m ncr 
Revenues c asc fr, tl r flat tine in four 
years, risin,

The inc~vase in rev
o w - r {
of ; Y> iii i ,n .nip i i r,~~~, : f ; 20 

his der _=r d an 
fk ati, ig ar art ; 'e, ,n»e us lio- r.c~ts 

~I cent,wh 3i l rery r west 

pared to other I operators. 

Parcels 

• Revenues increased by ten per cent to 
£2.6 billion: 

• Domestic volumes grew six per cent to 
651. million: and 

• Parrelforce Worldwide first time delivery 
Quality of Service was 96.8 per cent. 

"Our strategy in action" (p16) provides further 
detail on our Group parcels strategy, of which 
UKPIL is an integral part. 

Our customers include: 

amazon.co.uk (\BAR &S
SPRICER 

asos SCRRV /X 
, . MYMMMiN• 

BT 

Parcels volumes (m) 2011-12 2010-11 Growth 

Royal Mail UK domestic parcels network 585 551 6% 
-------------------------------------------- 

Parcelforce Worldwide 
-------------• -------------•-------------

66 63 5% 
-------------------------------------------- 

Total L!KPII domestic parcels 
-------------• -------------.-------------

651 614 6% 

UKPIL revenues

49% (£3,509m) 

15% (£1,063m) 

36% (£2,592m) 

. .Letters & other mail 
Market op cull 

® Parcels 

Letters & other ,z,w.:aH acrd rnarketirr€r .nail 
------------------------------------------

• Revenues have eased by one p e nt to 
E4.6 billion, this included £3.5 billion from 
letters & other mail and £1.1 billion from 
marketing mail; ------------------------------------------

• We delivered over 14 billion inland 
addressed letters and large letters, and over 
three billion inland unaddressed items: 

• Inland addressed volumes declined by 
six per cent: and 
----------------------------------------

• First Class retail Quality of Service 
performance was 92.7 per cent. 

Marketing mail 
£1.1 billion of our Group revenues were 
generated by marketing mail in 2011-12. 

We are prioritising the development of this 
business as a key driver of future profitable 
growth. The business' strategy is to 
reinvigorate our share of the advertising 
market and increase our share of the value 
chain by targeting the UK's top 3,000 
advertisers - many of whom do not use direct 
mail in their direct marketing mix and do not 
realise its potential. 

Royal Mail Holdings plc 
Annual Report and Firancia, Statements 2011-12 

[M_045082] 



U KG 100043213 
UKG 100043213 

ass ics V_ .le snr -amble customer 
Return on Investment of direct mail corrrr2u~ icL on i h s Si ,pp"' to us Omer 

retco I. a , fo •afi:y when complemented 
with nth 

Advertisers using direct mail 
• Advertisers not using d rect mei. 

Source: 0\40/Brand Science (2009) _ ...' :: :.. ...... ....... '' 

Laett:aaare & attics ma. t 

A s Ictters and other mail, necessa y price 
inrrmases n_„ nff.otdv yoil rerun no in 
inland address, H 1: ,tp -. itsms „E  ix nor cent. 
The number of ic;,_ eases e _ nl i . r to 
contirum to y almost 
Ono per c n r , ery year. 

Social may 
Social mail includes stamped letter mail of a 
consumer to consumer (C2C) or consumer to 
business basis (C2B). This part of the mail 
market is declining as UK consumers move to 
other forms of digital communication. 

Business mail 
Business mail comprises statements, orders, 
invoicing and bill payr;.e i ii s that are gererally 
of , o: ....ness-to .bL J O 

} in:,:.
hod, rims-to-cons  (AO L.) SSti o 'his is 
the .art of foe 11155 m_ kc- ex- en rc ng the 
Ia _ S1 iL !us 1: ,w ,,cu° ...1 u a me 

Ri.,/Ll '-ai, (i I soil it can reduce the 
dr. nr it i r hoirootit,snicc; it 

Special stamps 
Royal Mail's stamp programme has had e 
successful year. Among the h'ghlights were 
the stamps w _ uduced to marlr t oy ul 
Weddirq tAi^n i_ , ,' these, fe,t, iso if : 
offic rl n .pir.... • li ;ti. _ii is l_ . N' _uric 
Test. no ad c -fly fears ne riay itse,f. 

Stair ,ps arc uc d far t e two great events of 
201:, U . .........is ;isr •pond Jubilee and the 
Lori., 011?C,   rues, 
cou ! n, we to be even mo' 's , mfi 

Further information regarding our special 
stamps can be found at: 
www.royalmail.com/stamps 

Decline in addressed inland 
letter volumes 

2015 ?009 2010 2011 _..:7017.. 
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• rt 1ro-r r , s-.arvs.a 2011-12 2010-11 

801 776 
-- --------------------- -------------•-------------

G r use , I"uU0r1 w~cs ('Lmy 59 21 
_,- ------------------------------------------- ----------------- -------

~r 7,798 782 

es 11,818 1 1 ,?0 
-------------------------------------- ---------------------------

Lu_ ~r :=i _ ,II_ act Jtl ( ?I 87 6' 

Post Office Limited is visited by nearly 
20 million customers a week through its 
network of 11,818 branches, providin ; 
around 170 different product, a ir' ,,, vices. 
This includes savings, insuran.-ls, loans, 
mortgages, credit cards, Government services, 
telephony, foreign currency, travel insurance 
and retail aices. 

E oh m
2011-12 n ,rcwth in identity 
related wc - < to , r talf and personal 
V an offset by 
ti r decline I' i c , ̂ _i , i-.i , l,~ts suc, as NO 
payment a•i," r 1^- 1 " 'i l:ain~ in i it tier 

of telephony I a r air drl ter of 
this growth, the r_.f a n 
in, n'case to the ; _. .v , it Ic 1 :;y", _"It 
to £180 million ( Ii m}. 

I h, (_25 million ex
,nras the main drive v=meat in 

pc g profit aft , .. udernisatioi from 
1 an `fJ

i, ~t hoe Limit . _came 

r hr to ss s, pc 7 It ,fI e cast 
~l ~rrrl u~r_~ ~u rL' fir 6c /t 1. 

CI„ tl = ,s~ ~ JI _t 11aS 
LITI I ,:<cr' rigorac. t, ,-inInr -1 ,-, ticipation 
of Y is significant dove .pr en° A ._.nc.--term 
c ial agreer  )yu 'A was 
sIyned on 19 Ja~u~  , C. ' ~i .~ hat 
the Post Officenn• ll

access and retail customer service in mails 
and parcels services. 

Post nf` ce Limited's strata
gro>th supported by mod atisa and 
imp o ci -,.ocmer s i tl are 
at I,r,l ; 6 jrnrnes in p , to 
sup :Jrr this. 

Modernising trre Bost. Office network 
In accordance with '.:he Government funding 
agreement in Or t„r;-er 2010, thousands of 
Post Office t r:i I,rs will be modernised. This 
will mean se-vil:e improvements and longer 
opening hours to make Post Office branches 
more a - C nie t:.,; customers. There will he 
no pros „ closures. 

Over Jo rr more than 124 
new ma
have been cperl d ,rirra in the n- 10 - +firs 
total to 200 /Ait i 1t tl sr ,stluq _nu 
refinery,
Office Limited will r.uf t ii . on 
programme more i i >ur m 1; 2 
By March 2014 a uiii,
have been c I
branches, atrn:1 +f - r1i ,  tl  r, rtru r i•n ,r1,
that reaches e1-=-ry comm unity .n t

New features or our main Post Office 
branches include more. modern enr ir, nrsnt 
Witt U'_ -: 'I t a-1'1,i l

ser :es counter
srr- and mediulr, .,izc bl sin_ssf l 7n ia 
the -few technology ciffero, in -iar , It,_t1_ms 
,re self service post & go rr aulline• and 

ading edge biometric data capture 
technology which has been instrumental in 
growing new Government business. 

In local branches, customers now benefit from 
open plan counters next to retail counters that 
enable people to pay for their groceries and 
make the most of Post office products and 
services at the same time. 

Serving as a front office for Government 
v i ve :pr tl trancai -r ' inc 

fir ro Io, =r I ri all, 1rl -or= ,rT r,tnt.This 
enc ry Jr , s[1sr -1r,g essential 

uv rL~ t:si''I r1~'S. , 'Jitir_, I Invited 
Jrlr i nt tomane,e 11 rr 11 -~illiera 
nst Office carder rn_-i s for people recei,, ilg 

I -Inefits. state pen : n and tax credit 
ants- The Pi ,° ih " _ s ideally 
ri+lrmuiio- =ri r the public auto 

I  , 1a` r ,o _I Govt err -,t. 

Post ?fl s limited can ,t h - r r , `n we 
delive-y of services; a secu ini psi ucture 
in seamless conjunction will iir_r i i . is 
and ft U rnt-office ser 1 S. 
app ll at1 ;ns, identity ve Ifi- in- r. r= : apture 
end if  n 0 e F_st ?ffec_ a o .;fens 

fiI- _ ~~ , ~ust . ..~ _ , of 1vu, 

ns tr- ar +;tI is ai n-,,,nt r _, n- orl one. 

c;sl if n Limited s v, 1 1~
Govrmrrart departure gc- c es and local 
ou iis to explore new u

that Impro.~c'
c and reduce c Post 

",ffice Application, Fcro ne t a-rife-lty/ ;AF I) 
1 , itiisl advancec tic L-i f lu y to 

1NL1 1; E' finger 'i7 . es 

1d I I' rl fsC 1~, 1w 7e~ ~ .t~,r' = •  In 752 
ar "hc- ca -1 n. ht Lye , Is Jci y' renew 

' " Il 11 'i ' S s€`✓ 1 ,i r Inc 

r'•  -emits 'i1 F art ary J ?

ill i °ill custome s AEI di d.a ser .+ice. 

Kale>. strength 
~Jsl J18c2 products continue to earn 
a , for the ui,tt ;•ear running, the 

cited the Post Office as 
the `Oest Travel Insurance Provider" and the 
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"Best Forerun C_:och.nc, ?Tmvc Mrmc, 
Pro-,der i,.r if n 10th :mar run.nhril. Pont Office 
Lit.. Lob. aLso woo n ......_1 r C.. at 
ti " . I.  t 21011 

Ti oalnil > tc, . ~i lrlt ror 
around a third of Pro business. Income from 
Royal Mail has l cr;ascd this year due to an 
increase in COIL, tos or oumnelsand 
ini-r- natio n ~ ai! . r' rHugh the Post Office 
an riL ihr' of f .t n P5 ,ar,,r 1,,i e I'Icrr aSes. 

Wit in in -ia Se' rims, daoosits have grown 
to 025 hO on ans opportunities to increase 
thu , b/c on  -iru.-,  amounts are being 
sot LOt TO; 0 . t C / f mecently launched a 
no',', D. -rnier f >h S: fr)r example, which is 
alr r ady p-ovir , po uO' vrith customers. 

Through relat onsl ps Jitl_, p Tn-
rm.and 80 per rout a1 _il UKOrb  ca. _',
ito Lr ha, ., r o'ss to sand sritl b.r wwals 

sm n-rui nm rt Post Office branches. 

TOO ,r _r .,r i . l,. n,50r.10.0 gin achiuvon rgainst 
b --kbncp 7f t rkina s1-_os ca SOci.re rew 

LUst rio. 5 d... 15 011rvi 55 .I i SI LO! Sit it j  n W :tye 
r , L'p •t i ) DL)! 1.13 r i 

nn r1)is7rinn ,-ro a -,me in toe History of 
the business over the next three years. 
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Genera I~c `cf Systems 

General Logistics Sy st ;s (GLS) is one of the biggest 
ground-based parcel service providers in Europe today 

i isa pan-Euto  il1ss, providing reliable, 
rick ss-to-business, aih 'quality parcel and exrl s 

a well as value-added loge  s solution s. 
lis rl in 1999, it h t, historical networks in prh 

Uftheornstlr markets i which i ope °a<es. 

General Logistics Systems 2011-12 2010-11 

Ester v1 venue, (El 1,562 1,485 
_.._ _------------------- -------------.-------------

~'i aFtaf~U  atian LUts(11mP 128 118 
--------------------------------------------------- -------------.-------------

i%) 8.2 7.9 -- ----------------------------------------------- ---------------------------
~J 375 363 

-------------------------------------------- -------------•-------------
_ 13,362 13,167 

Overview 'or'sinl-ad Suess in `thr fay e c 
uncertain , it E:ts
GLS is a E , i I i t rli s- prover 
II I n +; :IrF ountries, 
Jhn agl wf olly-ov lei an ! pc -ter 

via 

rl GLS tvGwF u;rtprises 37 central 
tr7 ish pment t,rlints in Europe, made up of 
660 depots and 16,510 vehicles. Its 13,362 
people deliver over 375 million parcels annually 
f;r 212,011', . i ( 1 h _ors throughout Europe. 

T ar to
~t -F iucs were €77 million higher 
ho th -1_ +)ar U _er Jln re an e 

l a , per re t I ,hr LI _a ne r io- ye_ a,"rer 
the 

11

, itl rr-re lr olt, ^ar th, zr 1 i .. °
;r'c xl bl t 0 i s s 1 it  m igi 2r. 

p t I  ad'iy jt,rni 'on 
nc a margin 

>trategy in light of European uncertainty 
strategy remains the same - 1,  PSS 

igh service quality, e~:,;
European network, and con tin i :, r 7r „, inn 
through investment in techncicgy. 

During 2011-12, the core GLS marker it 
mainly ^ F ~c,. c ^erien ed k Iny n 
de ,n. .,ri i r_,~ , i il aif, 
as C a•✓f '1.- r -s jr"

measures to reduce their its. 

Despite the challenging conditions. GLS 
increased parcel volumes by t1
in total, w:th higher dome i
volumes compared with t

In .rte
ben _hI - 1 
pa -I Lt. ear an r at or k t r',ntinu( . to 
iv i ~t~.

tl physical Lure 
1 nv strnents in operational facilities 

ding its geographical coverage. 

GLS pan-European network 
(including partners) 

• Albania • Lithuania 
• Andorra • Luxembourg 
• Austria • Macedonia 
• Belgium • Malta 
• Bosnia-Herzegovina • Monaco 
• Bulgaria • Montenegro 
• Croatia • Netherlands 
• Cyprus • Norway 
• Czech Republic • Poland 
• Denmark * Portugal 
• Estonia • Romania 
• Finland • San Marino 
• France • Serbia 
• Germany • Slovakia 
• Greece • Slovenia 

• Hungary • Spain 
• Iceland • Sweden 
• Ireland * Switzerland 
• Italy • Turkey 
• Latvia • Urited Kingdom 
• Liechtenstein • Vatican City 

(As at March 2012) 

' Crime uthe operating exLeotiunal i rrmti. 

Royal Mail Holdings plc 
Annual Report and Financial Statements 2011-12 

[M_045082] 



U KG 100043213 
UKG 100043213 

------------------------------------------
In May 2012, GLS teamed 
up with Itelta Logistics for 
the export and delivery of 
parcels to Lithuania and 
Latvia. As both parcel 
specialists have already 
been working together in 
Estonia since 2009, this 
now means they can serve 
all three Baltic states. 
Innovating through technology 
The parcels market in Europe continues to 
develop, with growth increasingly driven by 
online retailing. GLS has invested and will 
continue to invest in technology which will 
optimise delivery services. New flexible 
delivery solutions are being developed which 
will enable GLS to communicate directly with 
recipients, so 'hat parcels can be delivered to 
locations most convenient m them. 
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Financialovenoat performance
r rG .... 

Th are four PI r^ ,t ,, q to financial 
p0l Ir; :a 1 IF at it," a on p14. 

List
operating
operating costs be"ore rnodernisa icon and 
other exceptional costs (for UK businesses); 
u  luding Roa.

PF) deficit payments and 
na ce yea, s). A summary of performance 

they 'I I'Is ;as been referenced in 
including a comparison 

376 mi l iF.n 
to £9.5 Li Io' i , "?''  was 

principally dr v - t U1 PIL ac the impact of 
necessary iL i, c s r u ban offset 
overall vol r 1 !i, inland addressed 
letter volur Lis nc rn by six per cent, UKPIL 
domestic par.E vc .irr.es increased by six per 
cent and GI c parcel volumes increased by 
tt -e per It 

Ihan

-

ir'ion and ri rl ople 
-ssts, offset by .v,, ;ae ec inc >ases I ,

on people costs r .m'l, ci,'ntidon and 
~nveyance cosh 

Opei n i i it c ern ' ion 
and n

businesses ~i Ft ,o 
G1[ 1 j1 OV 1i d`Jc,'

QI ! 61 1 7 . 1•  _. _~"r'.; IU(lai 

t rn a nc a n.t r c t, 
a v/+6 million last year to £442 million 

2012 2011 
Profit and loss summary £m £m 

Group revenue 9,532 9.156 

-5- --------------------------------------------- -------------. -------------
Op (9,122) (8,938) 

_--_--_--__--
Sft  32 28 
re] l  a rr ~+ , ~~„ 442 246 

-.,,. __- -- ...------------- ------------------------ ------------- -------------
i0r err Sat _ n )sl , (231) (207) 

: pt at rg _roy= t 'te; rn:_dernisaticn o s  211 39 
--.---"------..------------------ -------------I -------------

h _r t , e ea_, F 90 21 

Pro ,=t i cfo e 4i na ci li i° d taxation 301 60 
------------------------ ------------- -------------

Net In -r r, (r -I i iin". rr -Ir siren interest) (38) (212) 
___ - --------- -------------------------------- -----

Tax .iin . t ~r (10) (106) 

Prod / n , f€Jr flhe floda ncial yCu.r 253 (258) 

• M'6!c i s'uor Ls ri

r ad 
a £109 mi ' i in ; to n racy 
share schr•rne Ur 'e inc cots l _vc reduced 
mainl, dunca tcy :osts; 

• Opera Inc sr-. L modernisauor r osts' 
OF F 72 million hig tl-an 
I7,t ~,I r _ of 2.2 per cent corn -red 
v  r' 1 11: 

0 nti 1 itr ,<  
ri :uc IF fit n : sp,sai -1 -, of ~r L,, pant 

<Air relit of £157 mill !on; 

[~1 i i an:. ~L.sLb of LJO Iti '_ I lv ,:.------.

recF i uy£174million, rlzir , u Loa 
nc _Fash pension interest crc ,4 i l ,r %012, 
in r by changes in long-ter n on 
CS ai rtiort ,one 

-- ------ -------------
• T i rr- v s c"y.0 m1llicn maim j 

I BC-- ~ a' r v Itl .1 

wl f" rrrlur'

write down of UK isle cc tax assets. 
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------ ---- ------ ------• n, hefore pension costs of F1 1 billion 
>t real clue to 

Le; 
__-----------------

• ( eI.-at Is no me ~r•epuiredtomake 
p n  into the main 
pen ,I 1 £292 million 
payment, Sr ni oing/other pension 
cash cost or ::4t f r I1 o r remain: 

-------- ---- -
• Modernisatio , Ir r nc t c an ur a 

Freecasr
(axcll n1 ,pis^ r yet -It ,y• en S 0 7

6,r1 , I ns iW on 
sot 

£292

in.meases in finance leased asset_ .end 
n  cash interest; 

­1----------------------------------
1 , aoco snting pans on ijefldt decreased 

4 `; billion t. to 72.9 11 Il ion 

L, . ~_ J i'l i -a "I I ' l l Sin 

o!ement in r lrt ....117 17' r  t1- ,

assets - primarfj im rstr:;er .s 1 1 bonds: 
---------- -----

F -rsion escrow I - v-- t1C7flt7 Ino mma oh by 
t ;2 million. In, nly OS a 1' ` tilt if 'ri 6ei" 

1 : tLrt, LtrC i•I, u. ,,5J < < LIB 
•..__--_---__m_---_,.a__xA_o--------------- 

oil es nn per lion assets, built ul- 
I 'ar: 2' 12. were transfer^aa 

Lo I C L r: it. This arrant: rr To l of t 
it r ~t Il l r t"unded on an ar la r ssls 

77: of -" istoric liabilities ar ,hr rte -o; 

pr he 9 acs, sheet date. 61.119 Jil l ,n r. 
p'`,slc:n coo on: W  ve tments ne ho Ro.al 
M.ti l _i i JI „ 4 LCC _ _o _ I Ii icil 

:71111 Lii i I . 7171_,.117 1111 LII .ItiliLlIm$ 117 —_• 

r" . ill I ..7 `.l im tr orItC 
. . .07,- I p . i` IV 

V/ C5 nelL in ;;en` or 757`-010. 3n ml: .h ilviil 

117:1 ho' l IS(_rrc Lu D  .. . .J' ,I croup Ltd 
7_t

2012 2011 
Free cash flow summary £m £m 

EB 'DT before t er -ion cos: 1,131 962 
_.,_,.----------------------------------- -------------•- 

Wor < n -a tai - (49) 
_ -------------------------------------- -------------•-------------

Onr o-nn'°tl or pension payments - ----(467) (479) __ ---------- - - --- ---------------- --------
Pen`,io naymentforthr Puoci tl7il Pension =tan (RMPP) - (292) 

-__ ------ _---_--_---.---_--------- -------------•-------------
Mo .err n inn i ,` -stment n t %7i . (429) (377) 

------------ -----------.--_-_ 
Ott CLI . n~ „7 (242) (241) ..__ ----- -------------•------------- 
Ott: , I . r .t- I 1. :irri. n:;` 7, 110, 1771:0:. ...st) (1) 26 

Cash r, lt.(ovu In. f re dispi.IIL7l Or OslLtlts 

DI ,as ,r' . . ' I1' ': I l s ~s

(<t e casts iiifis v'(xi ,t.eEc+x7) 

ulrl„are sheet summary 

(8) (450) 

242 237 

234 (213) 

2012 2012 
Em Em 

Net operating assets and inves-ments in joint venture 1,177 1,160 
and associates 
----------------- _ __ ---------------------------- ------------- -------------
Netdebt(cash/cast CCJivII In' s_Is751 n-,'ho ro:inn,a.. (902) (965) 
finance lease oh I7o l ip 

..-_ ----. <-- _..-- __--- 
.---------------- -------------' 

Olt .-, 11 , Il Mill Si_ts xx io.p dorivol .IV1 ;) (5) 38 

L-t rss t u:'1'17Cn3i1'n '.dolt aria7c,ii0.on 270 233 
esc Luv'.. I:...,, ",rrr Its 

__ _. -_.-------------------------------------------- ------------- -------------
PeI 5IE71 :CC L it (2,922) (4,501) 

-- --------------------------------- -------------•- ------------
Pe; si: 1  i I, 7tir I7: 

--------------------------------- -------------•------------- 
u ,l a1I '~ rO_Lpi, 1,234 1,074 

---. _-.-.-..---------------------------------- -------------•-------------
rl '10:11  ` ali 1010017 Ltd 149 87 

Net tiiabatities (1,269) (3,107) 

2 Irciudes pension payments relating o r=da cy o 

£39 million (2011 £30 million' X11
modernisation, and £8 million (," ' 
deficit payments relating to

Executives' Pension Plan. 
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i t  j 3, 
 ,E 

W 

✓ ,, uu ~i. ~~ r~ ,r~ f ' urt'="r y "'rc p} .s9u.tts 

tc jrr: tp' as eli .ir lf jrc ec na u, Pc (o' '1d' ce run ,' 1, e'' 0,1 c. h e free 
Systems 

niter 
70i. Irr Iat _m pry tar :IV~, to iKf",! i 7 r,jric , 
uL is r_ ,ns 11 c "tdl Ve is , y en ~hc isl a ,d c d dc ,  a a < her cc ,oDdrea to 

-  u 

------- ----------------------------- 
Matthew Lest r Corr era d' : ar rii L, - %)f 2 Il i i I ,t  _ar 7h v 1ly

Chief Finance C `ficer £2S n , I ic - , pe ,si r r fir p Tl- i c IL any n (or a(s , ~, t' ~~ 'r. s ( v{_,I 
P0l 'si t t ,. ,i '10 c tcl , , ~t r 20

The folle4 ItiUL.ii9l .ts the VU C I ults 0[ eacl_t CU51'IeSS L.  l: 

Operating profit before 
External revenue modernisation costs' 

Operating profit/(loss) 
after modernisation costs' 

2012 2011 2012 2011 2012 2011 
Business unit performan' fm Em £m Em £m £m 

(bKPIL) 7,164 6,857 252 72 23 (120) 
-- ------------------- 

~~
-------------• ------------- 

1,562 
--------- 

1,485 
---•-------------• 

128. 
------------- 

118 
-------------

128 118 
_------------------------------ 

~tl
------------- ------------- 

5 
-------- 

38 
---------------- 
1s 

-------------.-------------
20 1 20 

,ao p xcl y Post Uf` t a ;, 
_.._._ __.. .__..__. .._......._...._.....__....------------ 

8,731 
-------------- -------- 7 --

8,380 
-------------- 

381;: 
-------------- 

210 
-------------- 

152 
------------

18 

u 'tt ;ce ii le- 801 76 61 36 59 21 

re;;_ap';utr is 9,532 9,156 442 246 211 39 

per -nent performance is discussed in the relevant preceding sections. 

r,eoue increased by £376 million to £9.5 billion, the main drn r. ,'^?,g revenue growth in UKPIL of £307 million, as
n err rl r }{c I_w. 

I s .'l 1 1 ~us 
at to curt 

6, 7 5U 

6, 500 

6.250 

6.000
2010-11 Letter Parcels 20 1 12 

price/ruin price/m, 
increase mere=: c 

"il" , r . c  ' 1 1 ^ f, -!• P I ' , fl( I. . ~ , , ,  ' i i ' C; I ITt25and 
nr in,-P: ,r, I c,ter ,ri_o Inca ses ii nu tv ay 2011 have offset tie vc .i-T rf r i t. 

r'] 
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S,  re.: ert-tes 
rcr '. c L/ ; r Dili_ -[ t: Li u c lion ar ., c <.IL :.ir , tlu fo' sicf' cu `e' -y %x 1 JACE' it pa 0 - bl _ur 1 e, underlying 

lf I i I _ 'c, i-_I , is _,i:5 _ l ,s also 

nt Th fl  Ire rf i F i ll ,. _,f~ ,. I' if r i F ,i :~ err -,f I ,apan wconomies 
arr. an increase in corn  i. o~, for domestic parcel volumes from the rr, -j  European postal operators. 

Post Office Limited and other businesses revenues 
Post Office Limited revenues increased by £25 million to £801 mills ,, r dt. . ng an increa _ in the iqe, era -, _ Ls -y Payment from 
I f~" Governm he n I I ;aersora! fine i ia! , i~ r a'c w r tr ~ -_(~ c s" , __ ~Ja r ,t ̀ set by a reduction in 
t ^p  -bony n o reduced customer numbers and the decline in traditional Government and financial services, resulting in revenue 
dpr ya w f -n pion_ 

Ott ' t,_lsi =sr s' r r~,renoes contracted, as expected, following the sate of the Romec Services Limited business (a subsidiary of Romec Limited) 
early in 2011 12. 

2012 2011 
Grnup rrf.sts tinrhrding modernisation costs) £m Em -.- ._...... _ ...._...... 

(5,657) (5,717) 
-.,------------------------------------------------------------------------------- -------------• -------------

i oro .1 ante costs (1,758) (1,619) 
__ -- -- --------------------------------------------------------------------------------------- ------------- -------------

i l (1,707) (1,602) 

0poi at"re k is b rt e esce tlona I itemti (9,122) (8,938) 
_,,, .__.,_ __. ____ _, .._ ... .'---------------------------------------------------------- ----------

~;, (231) (207) 

Total operatinR and modernisation  costs (9,353) (9,145) 

Operating costs before exceptional items of £9.1 billion have increased by £18L million. Excluding the foreign currency exch2n7e impact on GLS' 
Eu I ' r :r;. ;i, , i . , r h x 9' ilh_;i( r i IT f -„ ;;~ f airt;. to a' i err.i i ifi ❑ r, r fi,r ;; :rii i t I 
people cos  no ;ra oee-i m. -e 'tan offset oy cope tIes' inc oasis i n:n-0000.e costs. 

The decrease in people costs of £60 million was mainly due to £82 million (two per cent) lower costs in UKPIL. GLS people costs increased by 
£14 million due to higher volumes and bolt-on acquisitions and Post Office Limited's people costs were higher by £5 million. 

UKPIL - People costs 
Prior year to current year 

£rr 

4.600 

4.500 

4,400 

4,300 

4.200 
2010-11 Operations Central Operations Pay Other net 2011-12 

Modernisation Reorgan;sations Award movements 
Efficiency 

Ki 9l_ rear le costs are 0716 rni(lrm lower due to mode nlsa iar of '7e .,e: ork I his resulted in a reduction in gross frontline (upstream and 
cst 'ist o .. ) Hui Huis ui I s s psi coot i 7.1 two percent). Sov :1 r to ' ii i J-i were made from the Group reorganisation, which began in 

7. 77k h. , I ft_ Llr<P!1- on yr H H: S , 5 u , i i ' ,s shire September 2010. These savings were offset by higher 
no. is. £99 million, comprising a 1.4 per cent pay increase and the rrtove to a shorter working week once local modernisation targets 

re .rf
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f c'E l iew (continued, 

Grr, ip tr Stu ion and conveyance costs of £1.8 billion have increased by £139 million, with £77 million principally due to volumes in UKPILs 
to , i k :ail iternational and GLS and £49 million higher vehicle costs - as the delivery network is modernised - and higher fuel costs in UKPIL. 

Otit ; Group operating costs have increased by £105 million to £1.7 billion, mainly due to a £25 million current year foreign currercy exchange 
impact in GLS and £59 million higher infrastructure costs (including depreciation, IT and property costs). 

Modernisation exceptional costs are £24 million (12 per cent) higher at £231 million, with £229 million relating to UKPIL as shown below. 

UKPIL modernisation exceptional costs 

Vch nt ~y • dj 7dz,ocv 
----------------------------------------------------------------------

I 1 T n nr ,  it .n ~Cst 

------------------------------------------------------------------------

. -- --- --------------------------------------------------------
n  its 

O 3.4 ks it i a;, t ahr r -4r's'.e back 
___-_- _.____,__...-__...----------------------------------- 

Tej'ta 

2012 2011 
£m £m 

(77) (224) 

(87) (32) 

(60) (8) 

(5) (29) 

(229) (293) 
-- -------------~ 

---------101- 

(229) (192) 

Voluntary redu ire ; r r s r'' £77 million are £1~7 ~ n rr r than last year as a result of the earlier provision for the significant mail centre 
closure programrn t t v, _is nnounced in 2010-11. Tc :at mail centres have been closed. A further 18 have been through the 
appropriate consult ucess, and are expected to bi o Isrer the period to 2015. 

The £87 million i t ;mess Transformation costs relate to the say and modernisai_ion 2010 agreement .1 cloy front! , Is -,II( agues receive 
payments up '__ _L'0 based on spe if c -nikestones and Apr , 1.c uonuses rill 'ct `o r^:odc-nisi-tc i I cr1 2. 

fur . .i l iu u , tce. fI ~' ,1 vitl ~n ~~ ui pct costs, mainly relating to key business modernisation projects such as Delivery Methods, 
I" ` , r Itf • .t~ l _y t i' 1ui ,1 inn I cnt. 

TI icy share srI Lrne write- Ir. .".?_ i ' ,lion was recognised last year when it was confirmed that the scheme had no value. 

Q ti ry c. viS .S V kith °.a8ness unit (£m) 

Ail four of the Groups business segments ret_rn: ` an operating profit after modernisation costs, resulting in a Group operating profit after 
modernisation costs of £211 million, with GLS contributing 61 per cent of the Group total as shown below. 

Profit after modernisation costs 
before other exceptional items - £m 

------------------------------------
£59m 

------------------------------
£1m 

~. £23m 

£128m 

Ii Other 
UKPIL 
Cis 
Pi t Olfii.e Liinik,J 
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operating profit after n'c fe nisatl in costs qrc = tt (t8 Une) by business unit t :;m,:: 
The Group operati of f ,t f ,uc _ i n is £172 million I her Ii .n -st ed as Bl oc n

Operating profit growth/(decline) after modernisation costs before other operating 
exceptional items 

Fm 

250 ,: 

200 

150 

10U 

50 39 

0 
2010-11 UKPIL GLS Post Office 0t'ier 2011-12 

Limited 

Isaris of p0 1st tu:x ..uf,t. 110111 J oint V11111 tin „rrrt 1551101 iistis

ir, .if .r. rw ii ax :.rnI t: f. .rrr 7f ar i ~fr m ausociates of £32 million increased by £4 million From £28 million last year, 
Ills: ily 0.uc to Eu gl; p otr !r t he = rs <a',s EFch_rq_ Sc vic „ 0 L ) r u.rv'.0 It s It 1:51 _e 11 nt eor.urr in east Or e ...Oil h_rid. 

Pel. excep .,on._ ( i` m s, m.clu tin=: m .deenni ;.ati ;n costs 

2012 X11 
s >Ya"oa iirrra> £m II I 

--------------------------------------------
"'tl i7 . CC,., 1_  -) (231) (207) 

~.x_ „_--- --~. ------------------------------------------------------------------------------------ -------------- -------------
vr (93) (88) 

ugating except onal items: 
____--___...------------------------------------------------------------------------------- -------------'-------------

,Or,rnl J :.usos 157 65 
------------------------------------------------------------------------------------- -------------'-------------

.nuns _is is s 26 44 

Pet exropti.onat it: ms (141) a6; 

,cation cos- a treats fl < ~. pflon~ itr , s ~, n~ ~.~ n ; ~ r i ~ if ~i nor ~-~ .n r'n~ ,ir ~. nt- 1,fsisofthesecostsrelate
is shown on p93. 

Its r r._~eI Ii' or,pri _ t= 6 t ill ,n 1"Jr F .rsl -)ff - e -nit ~d', as_<=t 1 7p- ~rn ~ni c ;ts million costs also I,-i.ed with 
isI i i;i _ a * 1f ~, ic,r~ of

o  nt, xc p1 .nul it c', t4 _-c. dc, ui rin _ 1 yr r at t at o1 y157 million. £1014 aiil ion of which relates to the sale 

of tl '.ail ' i. t ,t _ i rtiurI t li I ~I~ 1 „tea ai 1 ✓ . ,, r r iiiion from the sale of ps investment in Romec 
Services Limited (a subsidiary of Romec Limited). 
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a h tc'b ( is , {ior,1if w , 

ct. fiinanc ° a  1: fl  Srt it re:Nf

ar ;2L _ ~lr r ii c ep  L nilli n 

r S' rx lion (2011 £45 million) net finance costs relating to cash and debt. The net pension interest credit is explained in the 
45. 

f, gun: , .t ,_~ ~P , ; s i) comprise finance costs of £118 million (2011 £114 million), offset by finance income of 
f5..r million (2011 £69

Taxation 
The taxation ct rge cf 6 mi . ion (2011 1. 6 million) comprises £43 million current tax crea 11 £17 million) with respect to UK of arc srs, 

a l £ 3 ~s_ 2_' u:rrc,.,t t , rl ❑ o, , _..a<  . ors, , Uv 1„ Tarr ~a' ~~s  (27 1 7^. r i iiin' ar,3 a,, u 
Cr, 75 -`ad Lax cliarae or UsiiiOii l L. .i I9 iu loon). ,n au Li the Groups UPC ciefef rev Lax assets '✓ref e Written down '"7t 04 tam n at a 

Min i 17- 1a,

re7'•=:s raatt low 

B ' (7F 'before pension costs of £1.1 billion is £169 million higher than £962 million last year, due to the improved Group trading performance. 

'e1 sio- payments of £467 million are £304 million lower than last year's £771 million, mainly due to a £nil pension deficit payment (2011 
ilii i) to the Royal Mail Pension Plan (RMPP), as a result of the transfer of almost all of the pension liabilities and pension assets of the 

C1ore nment on 1. Rpril 2012. 

comprises property sales of £203 million and the sale of Romec Services Limited of £29 million. 

•r i<<iu t m'si 29 million (201" £108 million) redundancy related payments, 
formation payments. 
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Net debt 
The table below provides a summary of the Groups net debt position, as per the balance sheet at 25 March 2012 

2012 
£m 

C I -ri nt (in . Ir i~ic ~r;- 'r"-' r?C , n; .( ri . off 1,293 

rni
----------------------------------------- 

. , nrrrant:/[aaa ra aa rrarar't) 
-------------

31 

-~ „ FrilL . r , - (J (377) 

.. t , ccci' (1,522), 

ri of I H an r. UI 'LI i ._ ._e (u r t) (90) 

IC cial 11-U oh 
-_ __ _-1- --------------------------------------------------------- 

,. ._ a _ _cc•  LL' , r,Pi 
-------------. 

(237), 

4ltaI fiat debt (902) .̀

fen debt has decreased by £63 m 1 Hn tic ycar shown in the table below. 

2012 
Em 

~~t f ✓r CC Ni'arch h 19 (965) 
__..._.._-_- ..__. __..------------------------------------------------------------------------------- -------------

~l t_ (c:c, hh) 234 
-- ------------------------------------ 

an L,ILLfl n's ()nd.i 1kFri ttII frnic r , l - f! ^✓ , r i} (45)_ 

~.. ;_ .Sion escrow investments (not in net debt) - r ,re on Rathbone Place property 
icrh did cc, rh dc,. ," (44). 

- --- --- - -- --------------------------------------------
ic to t III it ; nn h . l r,. . l,. 

rl (45)': 
.__A---____-_--__tl--------------------------------------------------- ------------ 

i . r . f,n , , %!1v iti nL ; LLILH (33): 
---------

l .  y c:'Lc .0 . i orI . iii . cUI . L'nts 1. (4)<

Net  ab ai, edrt,c. dr  ti5I`A y ( "j. 

Pensions and events after the reporting period 
n . Cc-ii  Thic 

- tcer the granta c , Cil ; to iac oy the European nr is ,n an C' Macrh 2012 -almost all of the pension liabilities and 
ea _ior as its rf t e royal Mail Fans on -'far ( iPP), built up un:r a1 March T lit , w ire .transferred to HM Government. On this date, the 

i z irr i LI a)Is' . 'cut Ltd and t'ccF Lh I cc Li'c. lcLI ear cn aonsibte for their own sections in future. This 
ft fr P.1 I ,' h.r ItH Cud ( a . . al , 7n i, in cr a , . t of historic hahc Tic c at this date. 

ui' oti . , .ca hcufuh PP.2 r cf r r ii , which were pr . iL lv It in pa ion escrow and which w.r'il not he 
r ;Ferrn  to )Roy „ Ma { rn. r I d c Pr -,t (ific l~:;itee. The £ t4h ml no at i vestments which were previously :Held it penuc.ion 05 'nrr. in 
or Hh ail ro p Ltd were m< e awai am to (ha l-onrpany on 1 Ap, r 12 
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F n ndda. review (cond ̀" „t d. 

orV_I ~' ( yap I- u i_ llr yp_ grin_ ei pu';el U I'. III UiI  t -at r_ni_ cx u n flan 
l , r1c r, ~. r~_~rl~  rte ,r1 ~ ~ .,r a _, c_~, ~,~ .a Ic~r t1 .~ ai `/ ~i r ~ ~; ~I ~- slit ~ tt urn t, c ( ," t _=='.~ 1 'a if I -rake 

ner;sured under acccunti ds, are repo led as are iic sir o C_ficit in the t Id, -e sheet at 23 Md h 101%, 

hF cross assets an i tFP' sn t thr net dhPrit Ire sig nil ir 71H I han any of th- 1, F other issrt nr 71; tip , iti ratiults in th? 
arc IQ "r?Irl 0' c' o' the ITI- st c .pc-eU JK of 7Jio es SU } _nom on ! iai licy, pa di ciaY.y Va.lh resp_'ct t0 r, ov-.fTlC. I I c~Ultj V .a.es an.i fucurr' 

U t

.,tl cf ;;, L , r ici w - a a  'lu," cir  I c ,t ~c~',e ,h~rrees are offered membership of the defined contribution plan, RMDCP 

2012 2012 
£m Em 

Operating pension costs (419) (458) 
------------------------------------------------------------------------------------------------------- ------------- -------------
Exceptional pension costs (relating to redundancy) (15) (47) 
------------------------------------------------------------------------------------------------------• -------------- -------------

Net pension interest credit/(charge) 26 (167) 

Pension charges (408) (672) 

Thr e-r.n in il.. pa sin^ or orin: I   nl nF m r<pt Fl  ti Fn :1 n Ir p
e,io- iDlc pL ,, r .nr arc to 11 to_-d r v th a rc .uc , lor n of s cr~Iyr _,yc '. the 

i_iiI, oI1 u l ,i n i she' ~ ~ ~~ ir_ _~ ~~r, ~~rt t,p ~Lnt by 
:l rl F i , t,. r,, r io .I 

I t ion interest credit reflects the unwinding of the discount on the plans' liabilities, less the long-term expected rate of return on the 

,t , im l o tI i'n+,fir h `,i(i rd ;-nrsiOn as t f is rlpo wer I U  i 1 Apri 20 ° h 0, , I r IU 
nF 1r; me rep sign nc rla i asset u iliti s, -r,,: in 1, -ins of arp, )xi la - ty i'(` 0' active 

liC aiE _~C' Ulny L"I1efit5 F'.i"red On c 1. l.. y ci.,L a"P. t1 U '4'it1 i ., EI,"'t.. _Jn I on oCi cr11c5, ,' iii (Untlna' w 00 

f A . 

,ion defict has reduced from £4.5 oil.icn a-, March 2611. to £2.1 pillion at March 2012. The reduction in the deficit is 

Accounting Pension Deficit 

ibn 

8 
7 

6 

5 
4 

3 

2 
1 

1.7 0.3 

Movement in pension liabilities Movement in pension assets 

March Interest Net changes Employer Benefits Benefits Employer Interest Underlying March 
2011 on pension it long tern arnuai paid to paid to and employee on pension ncrease in 2012 

liabilities assumptions service cost pensioners pensioners contributions assets market value 
and employee (reduces (reduces into the plan of assets 
(.ontribat-ons liabilities) assets; 
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The movements in the pension liabilities include: 
-----------------------------------------------------------------------------------------------------------------------------------

• 'interest on the brought forward pension liabilities using the March 2011. discount rate -this is mainly due to the unwinding of the discount 
`actor of 5.5 per cent on the brought forward liability of £32 billion (approximately 5.5 per cent x £32.2 billion equates to approximately 
£1.7 bill ion higher liability), In line with the relevant accounting standard lAS 19, an AA corporate bond rate has been used to discount plan 
liabilities; 

-----------------------------------------------------------------------------------------------------------------------------------
• The charges in long-term dons which corer logher liability its the discount factor has reducr -1 '"orn 5.5 per cent to 5.1 per cent, 

nff<>et by lower future pen in - ,r ~" us ilnn n Pl PI reducir n 
------------------ _ ------ _- ---------

• fhe annual ongoing pension c. dsn . i :o the incorno St nnHcnt ,s ,gl.. n; .;le its 1./i  ,,. l:: titso i:sngloyee 
contributions increase the tot!l P dD mI 

-----------------------------------------------------------------------------------------------------------------------------------
• Benefits paid to members of £1.2 billion which reduce the liability. 

And itsrns t^at rnpactthe pension assets nc!udc- 
--------------------------------------------------------------------------------------

;;ers which a- : sets and which therefore reduce the assets; 
---------- --- - ------------------------------------------------------------------- -------------------

r  contributions '. .tiled in cash flow at a 17.1 per cent rate, together witn employee contribul 
- -------------- ---- - -- ------------------------------------------------------------------- ---- -_ 

f no. lou rate of return on r .nylon onctc based on the starch 2011 6.5 per cent blended rate (6.5 per cent x £25 c . on
to £1.8 billion higher asset); and 

-----------------------------------------------------------------------------------------------------------------------------------
• The additional increase in market value of pension assets, which is .vainly drivel! by the holding in bonds. 

Pension cash payments for all Plarr 
Following the trans er of almost all of ,he pension liacillties and pension assets of tf e r If 7 to HM Government explained on the previous page, 
the fur. r.I .rig ,n ....'.5.505 tl I ` cti . .s rOn . s i 'i scriP. cinf,nit u r+s in to IO IA PHi H.. .i i Lo ci or a ..stir it. ...5555....355i55 n.-nsion 
trustees. The  i inri ~'I, ; . ' i r I I , I - I reI , . . n   <,istingarran, , r ni=, for the 2011-12 fin s.rcr, ~ 

.sic,,.___________________

2012 2012 
Pension cash funding Group contributions £m FM 

Benito' IC CLucributions (420) (44.2) 
__----------------------------------------------------------------------- ------------- -------------

Funding of pension deficit - r'l' "-) -P (8) (7) 
------------ --- ------- ._--------------------------------------------------------------------------• ------------- -------------

RP' nP - (292) 
---------------------------------------------------------------------------- ------------- -------------

a' ~fe  ;s nulan:nc 10 r dt .d<rcy (39) (30) 

4et cash payrr en`.s (467) ( 71) 

Regular pension contribution , ia,. e Ii 'iur 'd "ror -; 1442 million to £420 million in line a' di lower pensionable pay The regular future service 
c,, °nl I -.fs -,l rug TI, ,: , n_ s i_ :rm, ,d er OLn'uF ~ ml at , , r sr , ii ,iU"i .e. ee, r-) rr ar ace 

' l ions [or th .° i i , ra y 1 or cent. 

i i . , , r, is t; r tf I i i'ion frnn- 0799 -!'lion I ,r , _.:~r Tbn £ illion 200 7 mililo ) d^fcit 
^rt ri st : tc 1"7 RN. of P ire v.ss nc F'.'p-- dE .at .rd n t: as a I . o t,,:.e Airs r Iaranc mm' -antt-d on 2 M 2012 nod the 

of n rrr .sf- o' aIi ii .i ti e pension ibi Mies ani of islrn assets o he 2f/PP to - l l Government on 1 A.,rii X012. 

re suYy r ,anagc:rae t r+;er saes 
J[p ° j Z 0 _d 7H  o i, rcup operated a central Treasury function that managed £11r billion of financial asset investments 

I i. l s.: I , Hi -,r,rs i ,. _r ' i t x^. H, r fury ' i i  i re i id A.0 i 'r" 7i r . ' ': . i rf I , i 'ft 
aSt rr „ a na hri,l. ,, r /`.; r s  r ,h in'I  t ( ift n r I' in, ' I i ;,'v f -:r i(ii ) i- nc nee tnw'th 

iv _'..tr n1 n_ sei by ..ne u0, rrl'.'i s I I also m,na ;ed . - oiliion cf ❑ iai flat i . ltl ' > ( i :`.aln y Ljvernr' 'n1. bog, owingSl a d acted as 
I,r lot ii, i I e Group's r r ;mess un, rs. The Grog iO rancesits opei tions lam y r„ugh cash gene in from its opei ..lions. 

U , t rrr_ of Post Office Limited from under the ownership of Royal Mail Group Ltd to Royal Mail Nnr_ings plc on 1 April 2012, Post 
f  i P wd ,' . i ii' T, ..girl- n.~[in r i : .; n ;c, t~ ,~r ,  r  r. i.: 7s ni- (r1:tuc-u n n . r,,i,) ..u, 'n i I I ft

(mv,nly Cove rnmerlr I'
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h c'b ( review (continued) 

r`f th _ Or `ai 4c i, Group Treasury fun an derive th _rrity from the Rolf „ If N I r, or  l_f Board (in respect of the £1.2 billion 
t c ve` Its au, cr i , ern 'he Royal Mail Hol Iii_ p 5r. sr.' and provides quarterly monitoring 

I I , >ov __ s.ie,v. IL ~~rlj, -a , I ciat transaction inagement of the underlying 
hl , i"I" ,S i ,, CIU i;nr engage U.,  ,  '"ibt f,perate a 'gle5 are risk- averse, and the 
treasury pr ic,,, na, remained substart all, unchanged during t:F y,iar. The principv fir _racial 1ts are Treasury bills, Government 
gilt-edged eposits and Ion i sl ort-term borrowings. 

Facilities 
The terms . .,  ;w ly'aciJn - ,i ., tl , i~~ J, i" , =. ,A i_! _or,tr.i o f c ,upat~ on c,f =ash 
Ii with G 1  1 . =.n, ` rl , li . I F aid net

r' '  l 14 4 . 'ic 'th y * _` loyal r pJl' t Irr ~0 7'  I"I j fr ~ ftl 1 i~c~r le ) t r+ t'J dMail I  IJ 
Ltu oa l`a, liti, s Vr as n b ty. 1110 fin re,,- ay ier l a` J r ar,_ `vir l' a airy[ tl at _Cult y,. !l a5soclated arrangement fee was 

pal i.r l ' cs ~~; t`as, r Jr r lti,II tf= tnls al IC-nament. Sobs'. uent t.€, Lhis, during April and May 2012, Royal Mail 
G F f . ` .'7Y l ryill Wit, Oant. 

I [. ";nants 

ln,an covenants for Roya. Mail Group I..t 121  tested on a rolling 12-month basis in September and March. Early in 2011 Royal Mail Group Ltd 
art:cipated the possible br _cc l otf r_ov i In fr -r i s forecast cash re ulr-meats during 2011-12 a -,u eaaor -1e` cit 
payment in March 70' 2. o t1S1tu Is ~,u; a, "~ aI , arc 2 . s~to the Gu ic(uded discus -lane >P 1 U I luau 

'nants for the 1. -ariDcs ending Mat _ t ,,: Sep March %G is v vs WI 
a rornmercial t:ss , .Arl a~ sr :sn(;ement fee and an incr c oorrow rn :,argin, anc tf , rr si fr"ctive Li r_ fE m in Iri '1?7 

25 March 201i' I i c _v and margin reverted to their original terms from that poirr or tar is, •hr h' cyal Mail Group Lt I co- sit rs s a_ 
manageable or thr uu, I I-,it r!re pension deficit payments will be significantly reduced frond A,,n 20 F loan covenants were „ at 

n. 

At 25 March 2012 tl _ c,up was cs f Mavis 

Average 
interest 

rate of loan 
Borrower: Rrrval Mail Group Ltd drawn down Facility Facility Utilised Average Loan 
pazrpts erF % end date £m fm maturity date 

I i t dl r 5.8 2021-2025 500 500 2023 
---- -- ---. ---------------------------- 

~1
------ ------ 

2.2 
-------------- ------------- 

?014 
-------------- 

600 
-------------

600 2014 
-_.----------------------------- 

~~  al 
-------------------------------- 

-------------•-------------•-------------- 

----------------------- 
2014 

---------------- 

-------------•-------------
300 

------------- 
- 

-------------
- 

, ,> al 12 4?2 4?? -3

or ate Post Office Lsrr~ite,,? 
urpase 

----------------------------------------------------- ------------- ---------------------------• ---------------------------
~a~;h 0.8 2016 1,i50 311 2012 

fc- tal FarrhI:y1f r litres utilised 2,972 1,899 

Financial risks and related hedging 
The Group is exposed to currency and commodity price risk. The Group operates hedging policies which are described in the notes to the 
financial statements. The exposures for Royal Mail Group (excluding Post Office Limited) (before hedging) are set out in the table below, together 
with how much the 2012-13 operating profit would differ from 2011-12 as a result of the changes in commodity costs/exchange rates up to 
25 March 2012, post the impact of the respective hedging programmes. 

-----------------------------------------------------------------------------------------------------------------------------------
] Loan facilities are repayable on the later of March 2016 and the release of the pension escrow investments. The loan land facility) Increased by £45 million 12011 £40 rrilliorl 

as a result of accrued interest added to the loan balance. This Royal Mail Group Ltd loan is subordinate to all other creditors. 
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Impact of no 
Impact on urther change 

operating profit in price/rate on 
of a 5% increase 2012-13 

in price/ operating 
weakening of profit versus 

sterling (before 2011-12 
hedging) (post hedging) 

,cpr"-, r-- r >cya.. Cl tai op re rR stf€:gig t t C'l'hr tc ak.c:, i £m (loss)/gain £m (Ioss)/gain 

it 1 ona Jat (5) (12) 
.--------------------------------------------------------------------------------------------------• -------------.-------------

(5) (1) 
_---------------------------------------------------------------------------------------------------• ---------------------------

uro (15) (1) 

coot ed that there wi t ue a £12 million adverse impact on profits arising from the change in effective (post hedging impact) diesel costs 
2fl1' 2 , ru pl in 2012-13. Without hedging, this adverse variance would be £20 million (based upon closing 
" .. rl 2012). 

°hro currency : "c :100 arises mainly from the Group's trading with overseas postal operators, the profits of GLS and inter-company loans with 
GLC. There is a sigro ificant degree of offset between these exposures and hedge programmes in place which reduce the impact on 2012-13 
operating profit. 

The Group manages its interest rate risk by maintaining a mix of fixed and float -op :etc debt. At the year end 6.1 per cent of the Royal Mail Group 
LL scans were at fixed rate L. ......ow Ic, . (o -o Lh o r, W", .coi n it 'i tr —E ,..00t.c ULP OJIELL r ip "che pension escrow 

inv

.  

+ r r, rn

t

) 

an in, rr.. . 
ci ` r' tsi°, t rtf . tr I t  t 

nlot. {a 

r, tl . coo ti .rLoI tot .. ........„°e r. . reduction to profit of£1 million. The 
imr .ct of ct cl tnc , in rat s t r th , p, -isi m r., err ,V investments would affect equty and would offset to some degree the impact of the 

i c 

.oxt al- ci..

:cflc;.o 

on ti ,- i c-,i ,n l bilr,es. 

COL terra, ty risk is many cec by me nci ,q0009; m _ , pusure to any individual counterparty based on their financial strength 

GRO !

! 

Matthew 

Le-,ater 

Chi 

 Fi-rt ,.  Cfcer 
Rot 

1 

C 

oil ,ro .p 

2i.:0110 

.

LIP 
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Performarc 

sc - Llu u , LI U au he Holdings Board level, its respective 
L.,L..liL Li ,1 L . tQLll l

ness n r impact and how tl , ~ .u;- " i~ ,.;1es these risks. 

Pr a(,ipal 6:"1, -n*":=^ft l z6tkba .$it9n 

h nges R R•la:. t prefer toc'.°R 

, r ` !'?" r hy, " `101 r ~ z 1 , 
•• l ~'y~ ( . 't l 

., 

0 

-rc -o` ;oe tic- is - c• _as -70 ~or 3ec" leri, ly. 
I- a k  at u, ,IL'U, ,if-rir "S nd 

11 1 ~c1 i _a ~ ~ [ia l utc l l > 
e, may ' 111 

ne r cl an_ n u,

n „ d trigger 
J "ic, n_ nn "ie- ",t ,y_ica! n2ilbv!.l- sing 

n in r I st " Itrr'1 

Economic environment 

The market and our share of it may shrink 
more rapidly than we expect, leading to toe 
growth rates and profitability. 

Third parties may set up discrete bypass 
netwcrks in urban areas. 

f,  l .r ° i nil , 1: fnc it ,li tlIC 
key gr vtl ar u c r p_ ce lr -ALtcing 
inv ,:r - -nr In ai Leh . _ Nurldwide and 
enf I to 
act ,r" , "'r5r 2. " -Io, ir ftic; 

• We I - ove-
our n, fl irt I,r , - 1"1 e c it 'mcr 
exf•arl nceto rin:lo alt art 
rc ~ lc at gin; 

sit , I , 'I I I h i _titor 
by to our r ,rri :s 

• l h l , it  ~~~ l l nent and 
Sal s r 'so !rcc s rul C" DU. 'r clpc tU' itle- 

wit fl y- ,-ai

esr i 9 cn _ si ,(s lute 1 -1 1k
Th 1rr
ne, Ir a t - re parr _ to e e I i '
pro, r r it e "Is ing 
pro

II it I ]ti n -)ur price 
~( l .trii•; ni extended our 
an yr, - tc iir Ir- ,rr, ec nsi,,ht on 
eta_'ucl Ies sy astsrrl; t~;12. 

h-Is n_allx thI- e l as eer a __rr_lat cn Adverse economic conditions and uncertainty • We n w, sU cols t, fi nd 
t l would have a direct impact on mail volumes are i ts 
I, F r I I" t 1 r ;, and, consequently, on Group revenues and of ~ 1, . ,vdrli I "•-1; 

tl ;, rl irrt ,r !V, ~r1.r err 'or' is profit. Economic conditions may impact the ---_ --- ---_ --_ _----- 

on Itlr ns or, Ir t, to sRay ability of key customers or critical suppliers to 
a.. rl ,~ " y rr- r`, n by continue trading This would directly impact 0. n l ,,7 Lt, a

" 
r 1 1 nue uiOur revenues or day-to-day operations. ma Inr CI ,l hr dr c.rr in ne it ch n 10 

~nl h .,r; dry, 
• u b ~5 ur tc u c ar rr y oe 

Ii i ihi• ~isl Pi Jit ;na t 1 e _rve pro --~,,_ ----_, _ --.. -- __I-------_- 
I u , ,utiu1 ~u Trent = trier, ~x ~` .rcy,1' au ran ._ riivr rC in 

he fat I . these 
IIr ,~r„a )IIli in; .1f th- s l=l esses. cc i r,I , r , sI r v hin 

lin , nd c s s: nci 

. • We ha ' t i}U e_ Jrl '!1E C "Io -1, >D 

pro a. - " ly , -" rig_ ,t _I o rw`urall 
vole
cor vpi tF nd-I,; ' , h ltr'r 

ant It,,ie t .I p-ce'ISE ar 
ei -I  o ~yu
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Princip al tr. ̀ , F mpace 

Preparing for a.f < .A ib :rt l ss}s r-?Y;"¢.rr.l c .pfiat 

~r '510101 t, r o i0 oo. , inn omen "li f '~._

ore .501005 th o Poste. Sc• rvlc , rt , J1 
11010 1111...p1 -arI ]1.,, 0. -tilt r11. 1111.111.01i

to, OtIlloIftO • ' • . .. .........0 '0i0Ig 
on f u nton.........01. on( If Poet flffloo ft mited 

i:0 th ap an do ive - ,ng an 
l tic,_ p  t t 100, re p1010' of 

(a , `id ' ~. ~~t - , i i I . to the 
Lii 91 n ,or- IIs, n O OflO : 1111 r,. art .i out 

v- 'h oqtr asl ic' iri0q. 

buSiner,s modernisation 

ar 1P' .m 10 10111 ii i. .lfl1 001: 1 ( ?e live 
0to er- 1sa' on Oro a rrm_ to rnpocvo our 
ti r 00t ...Dl (IC,l 01..0 r I'-a~4ructure, 

0000011:1:9  • ,o-0 the 
la , 010 00 r,i Zts ry 0101100 01: stw P, 5J11 
0t- _Cl IOfl 00 benefits s am the Orr pro rr(rr.0, 

:illitolii lLiLj y Issin ci
( i '_y of service levels. 

Far-reaching reforms are required to protect 
Royal Mail's Universal Service and uniform 
pr!ce obligations. Without the changes 
provided for by the Postal Services Act 2011 
we would be unable to generate sufficient 
cash to meet these obligations on a 
sustainable basis. 

Failure to implement our modernisation 
programme effectively and extract benefits 
would impact our ability to compete. 

At the same time, a reduction in Quality of 
Service standards would result in loss of 
traffic and in regulatory sanctions. 

Failure to improve our IT infrastructure 
would increase the risk of delivery or security 
shortfalls, and the risk that the IT platform 
might not be able to support the business 
plan initiatives. 

-'?itipation 

In = i i I  1 

data rc3drres to eir nn- irc ,51 .- rI in 
01 ii ei :u r ei an rlernancts of 
1 rte i l ,01,1 Ll

`.`V( ,rL s.~~ 4i 61E0c 1 v I , ,.~ sO ,I 

w 
IID 

an In rivirtr n ohs hr, & `n Insure
at I r.nor st , i0I qr. oil- p. an and 

r,u I 

tt it i I I, .r (. L ~, : 1 1'! „r , rIM
i i ' fi ll . I,: I , I 11 . I i I I

I P( , 1 i•' 1 i7*oi_1 0, t . -- n m. tr
~r dr -a II' (i r rr-i:ic - pins rav_ 0 e put 
H ID , l: a ' I ac rH and 

____----
(i r , u y (  ii, 1 Ui 'VI r „m 
tU " I I I " ISL ii t ii ,. i ,I = ra-y 
reci I i t ;rrl t ni l IrI I , ill e5 

to r. iv nrtJlt_ film ✓ 

• The pm 101055 and cu_r 7r 
W 
, o -1f revisions 

to o00 cticral ractic. at , trao ke_ an a 

( I zro o ot OL.0101. i ti i 
on (0.;-n tin. f (a Li,! CLI PlirViroll is 

a I na rncrital consideration prior to 

* 1Ju Je'0 oie'_id , r01.1 iiO,.I ve Is cmO1 -
.. (: IO I I 

00 0001 f li_ r ( tonal change is backed 
up cy IItI ral ha ce; 

• We ricHly rmc 1`0 - 01 ~p ror: ss i roalironc 
star n rn'.: r I .''dL 0tH ' S, Ii unv v th rrh 
is0110..01:011 toy 00 tiura 110 
II,,', SLiD 0011.0010 111110 too . . 01:9 .ot000 oin.d 
.1.. 1 110101 , !l: 0' .'01''I I. lop to o ltr l "i ;r(1 10

-p 

tho'. WIll ho, r, i r r otrt :.tur t_i moat le 

0010 nc, c .,,_ens. 
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Principal risk Impact 

s inherent in the , a.r..o, industry 
------ -------------------------------------------

h, charac.eristics Breakdowns in the network would reduce 
rl r i c i [ i irea , r x:i , Ial and quality of service, increase costs and reduce 

ations are at risk of revenue, and damage our reputation. 
is cit _ n l y i r r arrple, adverse weather. Failure to meet regulatory requirements 
irl ~triai act o ~ o ~I-, , io,isl change, terrorism could result in rescurce-hungry 

tl or as a target or a conduit), or failure of investigations, with potentially severe financial 
c- ti _al suppliers, consequences and reputational damage. 
1 7 'on to the changing regulatory 
ren Ie In the postal sector, there is a risk 
of -,n-  compliance with a wide range of 
I; I regulatory requirements, such 
as procurement and competition law, 
and financial services and data 
security regulations. 

itiniotinra 

• tsu 1, i ,> ti iu[

,.. 

t Dwned, 
------

ma the 

• We I j .Q a communication 
mo,!Pl o Ik :Pn -:us~omers appraised of 
po l c, actuat service impacts; 

• We uvi ,.o tir e to engage con - >cr
Wit ) 

• We d, e uy f,, i.. I 1. ,d U rJ '~JLh1 to 

relation,) I i r i `c,r ,I~,;phers; 
contract man ,t re 

deployed fora sr--rFit an Ter U'ItraIts; 

• Our regulcriol e&_m I )rl~,
Goverrrlt lI , Il ~, ak Iol ers on future 
legs 

for ilonn (%nr r _. 
ide it Ft 'r rig risks and r  IF s 
of ,: i, nt tl have impacte
bit i i, , ,inhthave r . 
for 1 II'

• We f r ~~ 
--_- -_---

pro rr , rime. including risk irentification, 
trainirr-% and communication_,- raising 
ass impru._ u ses 
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11 W 

6 CorprU2 ELi3 61 ty 

Our communities 
-------------------------------------------- 

Wages and other related people costs - money 
that UK employees go on to spend throughout 

-------------------------------------------- 
Royal Mail Group UK colleagues signsd
up to Payroll Livings Scheme: 

------------------------------------------
o-

f m on the UK economy: 

£ billion over 40,000 
he 

PaytoGivrgS h eme wssince 
the Payrcll Giving Scheme was launched 

or around one in four Royal Mail Group 989. 
---------------------------------------

UK colleagues,. Awarded Guinness World Record for the 
Money spent on procurement related activity: r 

e 
most registered charities supported by 

` a Payroll Giving Scheme. 

£2.4 billion 
Our envirei 
We were the first postal servi
to achieve the prestigious charity partners { e-C.yclr-, and Th 

Krizevac Project: 

Carbon Trust 2,868 
Standard

'4, 
' 

UK-based suppliers adhere to the UN Global 
Compact provisions which include clear 
environmental criteria. 

-- ------------- ------ ------------- -------------- -- ------------------------------------------
i' rrpci ti ii ri our c u i ur,  ~ or. chink we are Number of people from In income housenol ;, 
an important part of their local community: who could buy their 2012 Christmas stamps ,it l l / 2011-12 prices: 

Q~✓S p~r L~nt • 
• UK inland addressed items (on average) are 

il l ion processed and delivered every working day. 

0 
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Cr .  Ot O ,.- p ris uit cc tir i sd 

Royal i ' Irup makes rrila'or contribution to tie UK's 
social any economic infrastructure. As the sole provider 
of the Universal Service, we play a vital rote, connecting 
millions of utomers, businesses, organisations and 
communities - including those in the most remote 
rural are s. 

T .  ne r` ti e Ingle biggest 
F' rr. Jr It' K company.

~ i -i; ip. , . ",' ~r~ple in the UK 
th - _l "r`r"~~ Limited. In 
20. '2, Ae p-id 5 oil :on :1 UK wages 
ar other relat' ey that 
e es go on to tl _,t out the 

Di i r ; ,hr, .l , ri< o "^ Loup 
also contracted dU n f-err ,vf 7 s0C 
UK-based supplier a 

. s-;en, Go =4 L lion on 
p,

Rc-, .11 ' ai' jit It )- r t0 I o protecting 

arr. if,nnlr. 1C :1e ;ni - r, l _rvice against a 
c-dr, p o ke dE _Jrl_ / UK's sole 
L lufr - , v-, uI".1 b) Iul I vur , ~go, Uun 

nthy ai al base
~:arr,e time, we need to coT - flue to levera.,P 

our unique position in ti K's economy Ina 
sukeholders. 

up ar_I aved a 

n moult, t rp rx P dex. 
Ipsos MORI pills ov ,.r . lat our 

er ay' es want greater or role 
i i -).unities. To th t 
are further engagi trive 
our performan- itI a ken 
positive impact in the co; ur .L ies we serve. 

A balanced approach 
Corporate responsibility is integral to the 
transformation of Royal Mail Group. It is as 
much about how we generate our revenues 
as how we spend what we earn. It means 
behaving responsibly and sustairably in 
relation to our people, customers, suppliers, 
communities and environment. 

In 2011-12, we reviewed all of our corporate 
responsibility and community investment 
strategies. These now reflect the fact that 
our corporate responsibility activity must 
be focused on improving our financial 
performance, as well as our social and 
economic impact. 

Our revised corporate responsibility strategy 
ocuses on: 
_------------------------------ -_- --. 
I)elivering economic and social bene - 

nunities we serve; 

• Managing our modernisation programme -
responsibly: 

------------------------------------------
• Driving colleague advocacy of the Group and 

its community 

Reducing the environmental impact of our 
business operations: and 

• Communicating our management of 
corporate responsibilities openly and 
transparently. 

2 ' 1-12, we integrated r or _ -rc'e 
asp n~ ;iii' , into Roya! VI, rs cve—all 
L" ice., ture5 Itt ~uL r1vd 

vi . !s corpo , r, `I
community invest i a regular 
Isis. Major corpar _te SSE ,nrirli icy initiatives 

Emit t,;,t , ss4il1.ty 
The 20'. ' ' I 1 n, of L ti ,v Corporate 
Balanced S_cre , art en )u, ageri fr,cus on 
the intec--tip i"Iy ,orate 

e ,• r. c - applicable to all managers 
cic.,Ind the senior executive team - features 

eria covering: 

1. What our customers think of us and how we 
deliver for them. 

2. What our people think of our company. 
------------------------------------------

3. How well we are modernising our operations, 
including health and safety factors. 
----------------------------------------
[he financial health of the business. 

e four areas - Customers, People, 
nrrr'onceandFinancial - ar o 

c, _Ir -rr 7bjective: to restore the : -nu to 

•iu_ifity on a sustainable r Isis, 

Dred rt-ed to customer Sc

r,ast sr -,rig . to h- ~:~r ivi a 
u l , er

cc lllion UfC 
,terns : n, ".I. over 24 

I t n t ra idresses. Meeting the needs of 
Errs - large and small - is a core 

~~ , f 91 P.ir t rr L-u,, ' icn L.rograrnmes 
I, U- In_ Js".rf .`e ?re .or" me'lar:ito 

r-air Iar ~osior_tr_ ir to'jyty 
I Iroi ,,I Li It change. 
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Q 
Corporate responsibility 
case study I of 2 

h; nor not wit L:stomndinq, our custrrncrs 
igl y coped t c to keen cur hosi:r cornice 

i. .c I , I Iy 001 time 

'~rvrltl 110 tl I 9t1m ._ 

or is' ncnt ritl our Cupc atr Bat oncud 
,u.: ec-:ru, ve -et .. lr La ec lo- our Uuality 
I ;I"_ 'I~ U ii Jr'. _te S. 

bullet tiD co lt LIE. I1 5101.1 nr_mber 
f r ;metair s rae r rei a. rnoroving our 

..er'irtocarlle EU thr e read is key to the 
,i .'s5. 

..111,1 rI, ._ ~ >) for more 
1P rnti , 111..' . ;10. .  t_e our 

rerIon'c.dil ic ipr in our customers. 

GivA Ilq our oP.:,, t 

,u- aq ouIcr res rave donated over £45 million 
yl 500109 511100 1909: the 'ticmey 

7 ..h, Eih ..
r r nn Rnu tl Sr i:5 '. t; 1.00 1155, 'JrU,d .., w „ d

20o I ILII1I rIme oycr.as EEcccmm 'or six irer cent 
CI ti p-__ac r i ai 11 001EEl1iv i i y LIES. C,,I top of 
rf xic r'. P I I E ._ 
.Rn'rt USLoe Ir IC'...  icnri,iln 7111Cr.. al, r h. nn 'f 

raisEr oar £7.7 mu on or chc tiec ar ,i other 
ui" 00.l.O0, 

we dr rc . r;-S p- rut al :pa kitl other 
:T I[', ;tl t' r_ I ' , Iy 1111 1 "li `<it a 

t It ' Elf i ', 1.1111 1 ramme 

rf-rOSE. up' .t.nr. a a op riiti -tiv_ (AlEc have 
0107 DIvr 1..0 O!)I aq1.05 I:... 10 sir u,, I.1-  1.9 

ci .Ein1Ir. 0E,.IE'EI,.EE do's, 
enro, 11r tr rs [1t 1.1111711.n. 

r't, I " 311 mIch rt fl int: Intl E11h.UEfl1...'0E0IiE.EICEI 
r'1' oy_es g r".aX r is tt ilr n' bt onto to 

he a Itc OrE i..E. c as.': 'r that cr0 Il .'1pEE.EtarIt to 

Colleaoues voted for Caar nardo's to become 
our ch rrit7 partner it 2008 Since I h=en, Covet 
lv ribs; peopie and the com pany have rased ed 
odor £2.9 million Tl :ds s,.apport dos halted 
over 150000 children and ycunc per t;le who 
taro lit. np in poverty. copir'Iq with d .b lines 
and l:;attlnrgyouth unemploymen'_.

I oilea.gue from across the P.tusness have• 
generated donations by hoinq much turther 
than thePusua'. c t a n:i_, in a e -rmnge of 
p nr r! w; !h Irke,, bike r id; , rr .e oh  r. 

aiii funlun 

I i atiditicn, over x,000 i ,y al rut iii Pro up 
enl.itoyees made cif ̀ e 'nu.' by volurtrBring 
their tame for Bar r a dcs Roya, vial Group 
has otre ed', ii<. piarem ,. it.. and p r ri_+.gent 
employ?rent to r ve, 1.00 yan. nq people from 
I l ri_,r'do's prcgects. 

fl ups ate at Barnardo' y 
ou1d likeo say 

ery e t nyL A 
r u f r yo  rf 

2 ~ nhs and 
C d) ~'utment ka he1prn9 

rn'g the lives of 
for ;the better." 

Anne Marie Crurruri, R,.i n arrlo`r; 570 

or --is - , I` or- nation visit 
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C  f r t rsponstiiit c tiniwd. 

i r ~A .t -1os ~iLi ily 
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mbinatior of improve.! mt-r.ai pr o,a:ses 

for the rt !in F ito and reusr' ftt hard, nrd 3 
or1rnttter1 orOr,lei 0Fio'ipr0510rir; i:~ 

art t-lng IIOle ' ing_ 

"Whilst hilst this is a good 
start, we've stilt got a 
long way to go, which 
is why Roy t Tit has 

n ongoing i t rn 
inf rr itior, 

to buUd oil thl 
.". 

ve,U(f Hi be U, Royal Mti! Sen:ur 
Pro:rurernent M.rrnoc;er 

For more information visit 
www.royalmaii.com 

------------------------------------------
During the year Royal Mad Group made 
charitable contributions of £ .2 million 
directly to charities and good causes 
across the tiil„ compared to £2.1 million 
during 2010-.11. 
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Tranparency 

Last year, for the first time, our Annual Report included 
section on transparency at Royal Mail. 

public in °titutio , 
5. are legally oP,1i t<t be open 

out our operation . ~ - also feel it is i orta t to 
ensure informatio i oil u erformanrf, i rgc rl 1nsibIe 
and cnmprehens  ,, q er rossible. 

Freedom of information requests 

Freedom of information 2012 -011 

Number of requests 604 590 

Answered in 0 I 236 'F; 
-------- --------- ---

~~ t 111 
-- ----------- --------- - - 170 

------------------ ------ -----
87 7C 

receives questio i ussat 

ne a e ;erg etrcrt . , r pond , a re guests 
a[I, ti is - Iut aiv4 (ys w' sibr a 

II 
cor .1 i cc ip nti en._rs vor ar , we 
pef nt ~u r pas s a' tar ..~a on .rat 
V
I rr I ,tI clr h. '2 

rec es _~d his vex "s 11 f 

to
re l,  un;iitec to n_Ir  ,-ion Ri hts 
team. 

Returned letters 

Returned letters 2012 2011 

Number of full-time 140 160 
employees 
---------------------- --------- ---------

Number of items 21.2 25.6 
processed (m) 
---------------------- --------- ---------

Revenue from items 1.2 0.9 
sold at auction (£m) 
----------------- ---- 
Cost of returned 

--------- ---------
3.4 3.9 

letters service (£m) 

In 2011-12, we safely delivered the 
overwhelming majority of all items of mail 
we handled. 

very t _ , c; art on , ro,. ed to be 
an [ • t.r a .a -t_v ns outside 
our
inc c nr t u cn ino s who have 
mat Ild itt rut =a nd a f ding address 
an hc ,d, ji = r c ,y 1r these 
tv d info sn , r the 

r rnr of nil processed at t c, 1`, tiro mal 
Re.t rrn Centre in Belfast. We ;la rnt hold 
an r ,Lir rrr ii the number r1
on  .ecure, f by 
other p ll. 

Our Natio-7o L - entre employs 
140 people rPr, ! ai n 9c: either returning 
undeliverab e it n , of rr iii to the sen 2r or, 

if this is not rcis i t ," se cur _ly disp j_i

undeliverabir ;,. In 201 th r`re 
processed 21.1 million items. 1 is sh l.c 
be set against the total of some 3f Uu' on 
inland addressed items of mail
in 2011-12. 

Thy ,iority of items handled by the Centre 
are .t,lr `iP,, r- ml terms of trade 

• I  au m or t u .c^ s customers, if, for 
r I-ateva asor i _ lnnot deliver the mail, 
we securely disp tf i` unless a return 
address is included Th s has been the practice 
for many years and is cone in agreement with 
the customer. We eliverable, 
high-value item fi n• up to four 
ma tr> -ns handled at the 
Centre i aw nu gal va ue _nd if undelivered, 
are cled. 

Hay _v. i i rr i t r , "A ai-. d. and we can 
fin. I i. l i ti `n t i-rd the 
ite-T has SOm2'Jaiva, r."_ r t it )11, rn . _tri ton. 

Al! I e proceeds, mina's a r ar -,t --te 
car r -r,issian for the JsLctio
pa-u:+l , r,ffset II
in r

und_iiw 'at, a r~ail Ire -e ni trim :ergs 
sole

£1
mat _st rib,.t n- rr, thr in ra nit of 
£3 ar; ,ng the e 're and 
pro) rai , its service free to ca

Exceptions to our delivery and 
collection service 

Exceptions 2012 2011 

Long-term delivery 2,571 2,571 
exceptions 

Temporary delivery 442 414 
exceptions ----------------------- --------- ---------
Long-term collection 2,100 2,180 
exceptions 

Temporary collection 117 155 
exceptions 

Royal Mail aims to celivcr and collect every 
item ci ,, .,ii tl 'h otr k. 

Fxcr ,tu -s nn~ al evi v irt '' sh F is 
C 0 io,.ac hr~ vr: al t:__3 
a,d ~ n1 ~ i_~unil 

his 
;Irlht ur:, on the number the 

au e.r. 

Con rdw nr; '~tu ,I ai Delivers to over 
77 ;  figure represents 

typically made 
difficulties cur estmen and women 

pr fence attempting to access particular 
al ties or where there is an unreasonable 
1_ r_irzted with , ,._king a delivery /Lr an 

r ad crossing 
haz<. do ts t - r_ r, -e cold make an 
l- lit o uu 'fu r _ arrvic.e. Ter tpsra,v 
of-! common I lit 

are' ns for col
safety as a asst a, lerous
custome°s arc ns 

Dun ny .'sue' 1- .I _re were 2,1~,c ,ter p t, rrrr 

'bit I t
a c,n b I-arsec [,, mil cu 

m, r rr all~ rr except n,l- ni 1n 
frur rrc- rh, Lse were due to
C ;L ' 'p vo-'r e hat limited acce s _ urst 
a0 . , i t iii 511ri
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Transparency (continued) 

Mail security 

Mail security 2012 2011 

Number of 301 312 
prosecutions ~_.. .__---------- --------- ---------
Fui 'rr ,in-_ 771 993 

roto 
is . r i -ised 

..,..._e..~ .,---------------- ---------

Full criminal 194 193 
investigations i to 
external crime _pisr'd 

VV`u are serious sbc.rt'_he security of every 
itr.rn of mail we co''liodt and deliver. Our 
security team works round the clock to 
idertiry any threats to the network and we 

i:'_ u st measures in place to deal with 

'°ail Uroup will prosecute anyone found 
P 'stealing or iyi-rfering with mail in 

ny'.and and Wales. The Procurator Fiscal 
teals with cases in Scotland. In Northern 

...... .. . . . .. ... . ... .olths PoLitic 
ssr tir cvic rt Olf c,= Limited also 

ur_ucc. pro so. ...Lit, no tsr wry thefts. 

t 7p 'itOit i-ti it , it P1 -ormer employees of 
or ", .is ; o_s '0. i t 0i L. ecuted in the UK_ 

arc , 'C UK _=mployees and 
th   rk o ,rc•' ' ri..Till SliT OhTTTTL0 to be 
understood in th s on , wt 

Our security team proactively uses any 
available information to safeguard the 
integrity of the postal service. For the first 
time, we are releasing data on the team's 
investigation into internal and external crime. 
The number of investigations into external 
crime remained fairly constant from 2010-11 
while there was a slight decrease in the 
number of new internal crime investigations. 

Quality of Service 

Quality of Service (7,) 2012 2011 

First Class retail 92.7 91.4 
-- ---- ____ --------- ---------

Sesn ti ; 98.7 98.2 
- --------- ---------

Sta U<, , r 96.1 94.3 
---------

Spi  ,s"o c 98.2 97.8 

Our 1 cure n Uu L; of Servo sh..i,v or 
improvement in rToTOr, , tho r,. rr 'n, ' ies 
when compared to he fir= ini. , yi- or Hr 
Second Class term t 1C 5t0'iUe d ;_ uL .s, ':,ve 
hav e_ exceec_o-Lu . ioot . )i ')O 1:, rot 
and :PC 0 r, - root art Unfy. itiKsrnrini
to our r ties I it 1 ivory taro rt o` 9' sort 
anti _.rc vc' turin ho a ro liTOOt i ITF -r rst 
Clar_ I'OITOIL _n, o___0. t:orget )I 
93 5m t J rt ,ir rn.v.- s Tntage point 
cloe_rt itr .hr ,c 'npsiec win last year. This 
is a rho en: iw larout, Kite ore Disappointed 
on P'_ho e. a ,L.''' .' ..no l tt3 hurse 

ache e r -'nwever, over :77 cnp postmen 
and women remain determined to di-I on' the 
best possible service. 

People 

People 2012 2011 

Sot. p 14.3 18.3 
iDTliLlDv.TOOl :-OD) 

Soso ~--__-------- --------- --------- 
Enc agc e t' 56% N/A 
----- ----------- ------- ----

Cus riO, 0' i r is, 70% t(U 
------------ --------- ------ 

Hors s rid 'ass lost to 592 89 
strilt o. 0. 

-_. ---- - ---------
Dasis , we coo __.i or 3,186 3,715 

This nwesowie . uoos on some key metrics 
affectinc O, r 1 irs ;nrtantasset. The 
measures on _- it, or, gagementand 
customer focus src .so' ved from the Royal 
Mail Cocoa rs,te .< [:.' o0  scorecard. 

We ruir rice Lu ILL rijL ias, discs. o and 
da rorC1 ; r' :Ir T. `Ni i iTO I ,, 

hr "r 'dlt Inv. n (_ri, v,nil= fir 
Cll., t' s i_ a 0055IiVC result as coileague 

051, iy is per, .ioount. 

Our employee engagement and customer 
focus results are taken from our 2012 
employee survey, and are new measures for 
2011-12. 

The numbs ,t TTOyO 1001 to .°Tike action has 
increased s nre set 'our' r r ;m a very tow base 
This needs to so co sic re in 'he cortext of 
tl.0 total nurnp.  vc' 'To ..Ti byri ur ir,e 
We have robu r, rr it TO .... .....it ,.ate 

the impact of sO ,ke5 oil oirir r-u , ar C, 

t.'nfortunately, dog attacks are a hazai I f;sad 
Is i our postmen and women eve-y ao <in 
ii sy. Uuring 2011-12, there were Ti lob sop' 
rr l on Royal Mail people. These atr "Is 

u-is0 r; ,.It distress and, in too many cases, 
cons is nju-ies i v e Lea that there is a risk 

.i.'007,  s, Iy _:Il, u irnaI, at an 
add e cor is working with 
the c.tst,mer to agree m[„: steps to ensure 
that we can deliver the mail safely. We always 
welcome the cooperation of sun customers for 
irl' "i nonsibility for , r„ I Heir pets 
I !'. r - ntrnl. We also "'nu ar . r ommunicate 
o. it our peo iple tib' 'ut t e c snr; Tons of i.09 

,' iS TO u U, 3;.L .0" t IC_I ' ICI, Os to 

mi i c ha" .i it r of .TT , r t, It. 

V'cr are now WO' i I , ­­- 1 1.c y with the 
Crrrr  it>a'Inri Ali - kr , ! -ion to reduce the 
10,505. 1 :i ut ro . "er, -es nt "o our people and 
i' Apr to ' .al'. _ rc. roi prcS os' rreur iu. 2012-13. 

it .o end, boo r is t i,r io 1 
ycon, has launched an it _ Or -nr nt nruiry 

nto the prevalence and cunsec ier res of cog 
attacks in the UK. 

Customer 

Customer 2012 2011 

Net customer 36.0 31.0 

, „i lO ..s 439,600 423,700 

vuO sect 10 i _l iver the highest 
010 0 l.To rcr our customers. 

is urn ir'; im t.11nrT150t , n,r_ of our 
transparency and it is published here for the 
t st `torte. 
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Our net coo coro err , vtir action score is a 
me,vur,r ff .m 1..h. iv 111rc op L;r:; nra.e y ilanred 

_ 0`t_ (r I";l) .41 ' `"li f .vn 15 n 

THS inn I..Ici1rnl 'ttn: , r^, Ilnl rrl 00, '.r1 -mi 

LLl` Jtr , . s=pro nt 11 ei fl' nouon is 

siy- 110010. _n, c C10.f1LO, OIO oh ouerational 
anoi. 0001011...

VV c .v i. r ha00 to  

mes to ensure a thorou ° i wee 
-very day: 

• Providing our postmen and women with 
more Postal Digital Assistants to capture 
signatures. We now have more. than 44,000 
of these devices: 

• Ensuring that the correct procedures are 
arried out when using "Something for You" 
ards and extending our delivery to 

neighbour trial to reduce the need for 
redeliveries; and 

• Keeping open around 600 enquiry offices up 
1:o two hours later on Weenesdays and 
Saturdays to give customers more flexibility 
when picking up items, 

We also prev de de+ailed annual disclosure on 
LOS :J10 Ho uW io L uc,r L_0ulator, which is 
pi l l . ', . 

The Post Office network 

; r titftce r stw irk 20:12 2011 

Us Jo s Sri des 11.818 1iLU 
101 c 

- ---------- --------- 
,; 

---
373 37? 

_-_-------- --------- t I 
- ---

11,445

Network turnoverS 
The .as 1001.00 ft of ho ;t H fic~ br_ooch. :2s 
cha ,a 1 _ v I .i ° ..JL o ,(Ot ss' 
to ( I tl '•i f u~,i . <itl irf f f, -,I' n 
sentCC 00 t OSLOJ[= This °a t art ,i ti . e r :0r1010.

mar K.2L b oo 011010 Jf bus nF ,eb '1 t e Lb K. 

Around ;/ . of o..t. hfHcvv H a r I 
0 0 pr iH ,'10... 10/... id i., r it r 

e01015 nc ~rar: a none~ac to ffc- ho vti

HI L nit 3 Scrvl ,LS r i fi -U i .r 

The, ',iri  _..100 01/.Cl c.h h ri.o. TO. ese 
suet :vs1 it trans few. bring new energy and 
face tc. Lur nre .ex) <. 

The--e a e uses wl ore branches which are 
rim ;, c., 110510.0 duo nvI 1 y - 1Low 
the=ir o•^. . I 001' [.•H_I.0 too „ n'oct.lunces 
beyr.and 'ci ar culirillrcl . HuVEc on ov brvnc f. r1' sea in 
such cir ur La, e w- co irr .ni_ ce the 
si ttu' is L vc••cc. 

stakohi.c 1 i.nn:_1 ..TL.If voorkvcII ... l1h111rn . tOro 
sustl.cino lie 1.b0w trb r-e oar or vhE n . Ir 
In crony cot s, e o.na cubic cc Ho this. 

There are cases whore this proses 0010
impose .Fe, aver,. ui'vr cones ie r iv icily..

tu'h Ic i 'opt i.~H'f0.. bo  nch is c 0..o h, for 
:.I1.' . ''''0111.. .'I' I r,r= ,..n Hniivt. it r,ot 
mcl c{s. or  no `(V5 us. u..us.t v, H,n 

rep ,-on n 1rnc K ;c OLr re orrmd network 
siz us~ ci c't a T2. 

if 
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Our Board of Directors 

2. Moya Greene 
Chief Executive Officer 

5. Mark Higson 6. Paula Vennells 
Managing Director, Operations Managing Director 
& Modernisation Pro: Df'The Limited 

9. Cath Keers 
Non Executive Director 

A 

10. Paul Murray 
Non Executive Director 

3. Orlsa Ni-Chionna 
Senior Independent 
Non Executive Director 

7. David Currie 
Non Executive Director 

11. Les Owen 
Non Executive Director 

fi

4. Matthew Lester 
Chief Finance Officer 

8. Nick Horler 
Non Executive Director 

Details of membership of the 
various Board committees can be 
found on pages 66-68. 

The Group's governance structure was revised after the year end to reflect the separation of Royal Mail Group and Post Office Limited. Please 
see the Chairman's comments on p8 for more details. 
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----- ----- ------------------- -_--- --------------------------------- ----------- -----------------------------
1. Donald Brydor COO Chairman ay 67 2. Moya Greene Chief Executive Officer, 3. Orna Ni-Ch ,ne, `;error Independent 

hde ,I 'z 1.00 4.I u09 
to x F 

.i a ;+n 
hr rT ort. 

.ski °s ;zd xp rif ara Jc .al f
aL, i , vF: II I I .i aJar 

I __ weed 

In ;I fir, J Sri C,~ c( ki~ u( , i, on <di n 
I c vn a i ,k', o .per, market 

,,. 0'' ' id k  ' ' ' ' '1' nd 
Ii I o. 

rr 1t, ,y r ai` - `1a of he :...o, 'rr, , 01' :-3I 
Ii I ' ;iV IE, 'ay I 2L Tl 

a 0 I S „_Irh 
'Or H. He is a past Cl~ ......r r an of 
V, yt'. il 

r° naleteY. m . l 'r a. C hairmaa of the 
the 

r. E at'iraek= Laster Chief Finance Officer, -" 

pr, in ,0, .rrthe 0so„d 15 July 2`h' 

dE xp are 
1-'re he c, ,y( tI ( 00 110011 ;e

.
rfe r _( 

I.... .....000101 I IJIl H, w at 
roL sl I I I_Forrn." iii 
pro , n Id' oP service 
an_i. : 'ffio. =n nc tIll c 000 cation. 

Ext _rn. l a_pc qtr' er is (:tar, pan;. and 
for•ne LL , a JY jir -00 7il  iir ka-tons 
in i_ . 11 , t, 
she rl 1~ in; 00101'I 
Bar ':dae .ie me 7n Tr. , .k. 

Cor=nar :er me: ilarenip 0. hair of the 
Chio11  E( Gtr L , nr 1U 

pr°;._anO01zl 11:0t of " on,...  ;'J20. 
101011 WHO a ')a re' as ,_ or rd, senReat 

JP k" L00 c _D JI I C Al"II Lf.ui 1,.. 

Dl ; and irap€ n iek ee Orna is a former 
where 

serving retail and 
C:in, rr 

" 
ri :=n S. 

f:'xU rnk< a"-- •'i ' ntrio ant s" (,'.ircent and-
1:1)r1 ; t.L.. e1 .. l..ly w, 

n 
den  -rt.0 ,r + ,-r, Nt , th t n nr;eplc 

01 00 r L. ,i aT d Fa, X _LA 11.1.IC , reHCor 
o FI _' land UK Hoidl iHr plc and 

Corn rartcee her...1hip Chair of the 
Remuneration " 3I -nit .r, w .., h r of 
the Audit & t;isi €, ,mirtee anu tore 
Nominatiu ! r I ee. 

-- - ---- ----------- --- ---- ---- ----------- 
5 ark Fi:,scar y 101 ink Dir actor, F.. Pout;:  Va1I-,nt ls' .ia .gl a LI tector, 
Oo' a_I i 56 I 

Wr oiefC o the Board 24 November 2010 App •~drl rr~ r,a Ike Ii 00011110.. rp lot 'ad 000 tIiIE i?,~ ."d 11 .10. 010 r 2010 

Bk ii .s end I/lIsp H r ite, tr ,l - ,:: •1.t 111 a_r 

. "I € f, Ills 
nle a IJiOHeLI. )h nr ...00. .p I or F ia( ial 

are 0 .rotrose. s ; ccur eal . aalL$ 

ne boo of the 100 Group of Fir once 
"_00'5. 

sa ar¢ a ra o rnf =rs hip x ,u Tt' ',.he 
I 1, 1 I 1 .02nd Chairman 
r 

Skiffs a d . ape is C > y 
dive  1 T: . . . • >I 
Opo ,01 ,r 

.
100: ::t 01 nl Hn 0011 

also ne Senitr Jc, tic' as 011 Cc Lrt, •u1( 0)I0. 

NJ I. .LII .... . .0 I1!'  OiL IlIOL Ii 

Fxtraroor, e°poirotmnarl1_51.ur.emd ar,,
I I i 

n'I  r f`. ,(_. 1) 
`t^ a n rr .nr ,.r 1 n 1104 o 'vl .rrl 1 (11 , - id 

or"imi ' teefl 0111'0 tl ors,nip re hr- of 11011 
I i z I' LI Vs . dI t1 

I l `+ o I _u Cir 

in a 
n1 , ,r#I-n " anaging 

I"P"CI ~I ' w 7 r; -'vi us CY lug' 

7c` ,,re 

n' nl I I Fars, Intl Brig 
gr /C, S. !ix is t0 }s arc up anal started 

°ll f of ' Lr;;t:%t > tE' .cm'Y`: Yt.. all 

a _. i r I ctor 
[T` r,l E . H

oI L .LI = V In 4, ra Fl (t1 'List 

~or rrl ft>rs°:;p tiro 
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Our Board of Directors (continued) 

7. David Currie Non Executive Director, 
ape 

Appoir serf :n : np Cncd 1 January 2009 

Skills and experience David was the 
founding Chairman of 0fcom (2002-April 
2009), Deputy Dean of London Business 
School and Dean of Cass Business School, 
City University. 

External appointments (current and 
former) Currently Chairman of the 
International Centre for Financial Regulation 
and on the Boards of BOO, the Dubai Financial 
Services Authority, IG Group plc and the 
Institute for Government. 

Committee membership Member of the 
Audit & Risk Committee, the Nomination 
Committee and the Remuneration Committee. 

10. Paul Murr<. y p,'on Executive Director, 
age 50 

Appointed to '*re ;oi d "_ August 2009 

Skills and : xp• rii.aca- Rawl l =as been 
Chairman oft /,i i. ~osk Committee since 
August 2009 a " iL oil Committee 
Chairman at 0io C , o c. 

External appointments (current and 
former) Trustee of Pilotlight. Formerly Senior 
Independent Director of Taylor Nelson Sofres 
plc and Group Finance Director of Carlton 
Communications plc and of LASMO plc. 

Committee membership Chairman of the 
Audit & Risk Committee; member of the 
Nomination Committee and the 
Remuneration Committee. 

8. Nick Horler Non Fxecistive Director, age 53 1J. r ° a i<eers Non Fannitive Director, age 47 

Appoo tod to Ida Seard' ?pril2r," 

Skiiis ar d experience Nict. ✓s..o i gay 
Chief Executive Officer of Scottish Power 
and has held senior strategic roles in major 
companies, both in the UK and abroad. 

External appointments (current and 
former) Currently a Non Executive Director 
of Secure Electrans Ltd and The Go-Ahead 
Group plc. Nick is also interim CEO at Alderney 
Renewable Energy Ltd and also Chairs the 
Advisory Board for KPMG's Energy and 
Natural Resources Practice. 

Committee membership Member of the 
Audit & Risk Committee, the Nomination 
Committee and the Remuneration Committee. 

sp ~,m .al to Ida P card' 'i "ie 2010 

Sk3le and +expa:ilance Cath n ieviously 
Customer Director and Marketing Director 
of 02 UK and has held various marketing, 
strategy and business development roles 
at Next, SKY TV, Avon and Thorn EMI. 

External appointments (current and 
former) Currently a Non Executive Director of 
Telefonica Europe, Home Retail Group plc and 
the insurance group LV=. 

Committee membership Member of the 
Audit & Risk Committee, the Nomination 
Committee and the Remuneration Committee. 

11. Les Owen Non Executive Director, age 63 Directors who left during the year

Appointed to the Board 27 January 2010 Richard Handover CBE 30 March 2011 
F av a ' ,i?:h 13 June 2011 

Skills and experience Les is a qualified 
actuary with 35 years' experience in the 
financial services industry. From 2000 to 
2006, he was the Group Chief Executive 
Officer of AXA Asia Pacific Holdings Limited 
and responsible for AXA's Asian Life Insurance 
and Wealth Management operations. 

External appointments (current and 
former) Currently Non Executive Chairman of 
Jelf Group plc and Non Executive Director of 
Computershare, CPP Ltd, Just Retirement Ltd 
and of Discovery Holdings, a South African 
listed health and life insurer. He was Chief 
Executive Officer of AXA Sun Life plc and a 
member of the Global AXA Group Executive 
Board and was, until 15 March 2012, a Nor 
Executive Director of Post Office Limited. 

Committee membership Member of the 
Audit & Risk Committee, the Nomination 
Committee, the Pension Committee and the 
Remuneration Committee. 
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-;c,e'nuneratior^ Committee — 
-----------------------------------------------------------------------------------------------------------

~_I u ,a NI Chionna 
-----_ --. ___- ,._ --.__ ------- _-- -_ ---------------------------

„ ership Cl rrman o H. ..; vcui 1, ,von max:, ' i. i I ors 1 wi,- Currie, Ni_k l ;;ii Hers. Paul Murray and Les Owen. .-------------- --. -- --------- -------------.-. _---------- ---- p -------------------------------------
utle • r determine d iu recommend for tree U,tu; , ui> > uv the framework fc. tHo i emuneration of the senior executives of 

e Group; 
• To determine the individual remuneration arrangements for the Chairman, the Executive Directors and the Company 

Secretary, subject where necessary to the consent of the Secretary of State; and 
• To agree the targets for any performance-  related incentive schemes applicable to senior executives. 

--------------------• --------------------------------------------------------------------------------------------------------------
Work during the year Examples of matters the Committee considered during the year include: 

• Benchmarking executive remuneration; 
• Long Term Incentive Plan (LTIP) design; and 
• Executive Director w; `u , arrangements. 

------------------- - --- -- ._-------------------------------------------------------------------------------------
Chair's statement Remuneration r ii I. r management continues to be in the public eye. The Committee fully acknowledges its 

responsibilities_ i . is, area to ensure that decisions are fully justifiable. The Committee considers the wishes of the 
Sharehold'= v osr raking recommendations, and this is illustrated by the consultation with HM Government in respect 
of the new 

Or ra iii-Chrionna 
CI s ir of the Remuneration Committee 

Nomination Committee 
--------------------• ---------------------•-----------------------------------------------------------------------------------------

Chair Donald Brydon 
----------- ------------

Membership N: . He o Live H . _. s H r; Fur, v I filer, CatL Hers ray es (Ha r. 
------------------. -- -----_ ---_m - ----- _- _,-- 

Role  • to lead a formal, i _ 0 Hr process t, a ijiluki i-;iL, the 0.0 l- , JHc L,0wi0000, LU ch ,
subsidiaries and to 0th: ir olive positions; 

• To advise the Board on succession planning for the positions of Chairman, Chief Executive Officer and all other Board 
appointments; and 

• H keep under revrz.v the hr :.lance of Hoard membo I to ensure ti, i as the required mix of skills, knowledge 
d experience-

• Board cc.acture and CL: 
• Board evaluation; and 
• Ongoing Board succession. 

Chairman's statement The Board will continue to review the balanc,_ of _sk Is, experience and knowledge that it needs to perform its 
duties effectively. 

Donald Brydon 
Chairman of the Nomination Committee 
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Corporate Governance (continued) 

Pension Committee 
--------------------- --------------------------------------------------------------------------------------------------------------

Chair Matthew

Membership ,, ~. _ .~I _:~~.,sel) and Lc,

Role p ui~  s, _>cl _,t ~. _u c ~n . ~ i~ development~
hemes; and 

• To represent the Group in discussio, , ,, ,ith the Trustpt n 'c ocr 1pficrna'. n schemes. 

---- d--- year- ExamplesWork of matters the Committee considered dunng the year include: 

• Scheme funding; 
• Investment strategy; 
• Implications of the Postal Services Act; and 
• Workplace Pension Rei , rn. 

--------------------- -------------------- --- ---------------------------------------
Chairman's statement The Committee has con anitor strategic developments impacting on

and has worked closely I ,beholders in readiness for the transfer of almost all of the pension hat ` i:;, and pen c, 
assets of the Royal Mail 1 - , Plan (RMPP), thus removing its current deficit. 

Matthew Lester 
Pension Committee Chairman 

During the year, the Directors attended the following number of meetings of the Board and its main Committees. 

Attendance at Board & Committees 

Name Board Audit & Risk Remuneration Nominations 

Total number of meetings 7 5 8 2 

Chairman 
---------------------------------------------------- 

Donald Brydon 
------------------- ------------------- 

7/7 
------------------- -------------------

8/8 2/2 

(?r![t:lvp nirprtors 
--------- ------------------- ------------------- -------------------

_.....------------------------------------ 
r

------------------- ------------------- 
7/7 

------------------- 
- 

-------------------
- - 

-------------------------------- 
>:er 

--------------- '.— ------------------- 
7 

------------------- 
- 

-----
- 

---------------------------------------- 
f , ls; 

---------------- 7 ------------------- ------------------- 
— 

-------------------
— — 

---------------------------------------------------- 
Non Executive Directors: 

------------------- ------------------- ------------------- -------------------
---------------------------------------------------- 

David Currie 
------------------- ------------------- 

7/7 
------------------- 

4/5 
-------------------

7/8 1/2 

Nick Horler 7/7 4/5 8/8 2/2 

Cath Keers 6/7 5/5 7/8 2/2 

P
--------------------------------------------------- 
aul Murray 

_------------------ ------------------- 
7/7 

------------------- 
5/5 

-------_-----------
8/8 2/2 

Orna Ni-Chionna 7/7 1/5 8/8 2/2 

s Owen Les 
_------------------ ------------------- 

6/7 
------_------------ 

1/5 
-------_-----__----

7/8 2/2 
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Directors' remuneration 
report 

This report explains the approach adopted by the 
Remuneration Committee when setting the remuneration 
of the Company's Executive Directors and certain other 
senior executives. It has been prepared taking due 
account of the Directors' Remuneration Report 
Regulations, in so far as Royal Mail Group as a non-listed 
company can comply with them. In line with these 
Regulations, the parts of the report relating to Directors' 
emoluments with respect to 2011-12 (including short-
term incentive plan payments for 2011-12 and pension 
provision) have been audited. 

Chairman's overview 
This year has been one of significant 
achievement for Royal Mail Group. The 
Company is delivering one of the largest 
transformations ever undertaken in the UK, 
from a financial, operational and regulatory 
perspective. Particular highlights include 
the following: 

------------------------------------------

• We eme cash positive' at the Group level for 
he Is at tirrr-S in  rye ars: 

•-JKPIL, our core UK business, has returned to 
operating profit after modernisation costsz; 

• Royal Mail no longer has going concern 
ssues; 

• We have embecded our new business 
strategy, clearly demonstrating our path to 
put the Group on a sound financial footing: 

• Through Ofcom's new regulatory 
framework, we have won the potential to 
earn an appropriate commercial return on 
our products and services; and 

• Prior to the year end, the Government and 
the Company achieved European Commission 
authorisation for the t-ansfer of almost all 
the pension liabilities and pension assets of 
the Royal Mail Pension Plan to the 
Government, thus cancelling an annual 
deficit payment of just under £300 million. 

The Committee recognises that executive 
reward is a sensitive issue for society at large. 
We understand that all stakeholders in the 
Royal Mail expect executive remuneration 
levels to be set appropriately. The Committee 
determines remuneration levels carefully and 
the Secretary of State for the Department for 
Business, Innovation and Skills (BIS) approve, 
any significant changes to the remuneration 
arrangements of Royal Mail's Directors, 
including the approach and targets relating to 
the short-term and long-term incentive plans. 

For the second consecutive year, the 
Committee has not awarded salary increases 
for any of Royal Mail's Directors with the only 
exception being Paula Vennells, who joined the 
Board in October 2010.  and was awarded an 
increase in April 2011. 

In relation to bonus payments, there is a 
clear alignment between payments awarded 
and achievement against clearly stated 
performance targets. For 2011-12 the 
Committee is satisfied that there has been a 
strong link between reward under our Short 
Term Incentive Plan (STIP) and performance 
assessed against the twelve KPIs closely linked 
to our strategic objectives, which form the 
basis for the STIP. A similar approach is 
expected to be adopted in 2012-13, and this 
is currently being discussed with the Secretary 
of State for the Department for Business, 
Innovation and Skills. 

As disclosed in last year's Remuneration 
Report, the Company has been in discussions 
with the Secretary of State for the 
Department of Business. Innovation and Skills 
to agree a new Long Term Incent ve Plan 
(LTIP). This standard element of an executive 
package provides a long-term focus on grr, 
in value alongside the more operational-f;;
STIP, but the previous LTIP contained so--
cumbersome and complex elements. I.e . ,w., 
LTIP is simpler than the previous plan. the 
Committee believes that it aligns Dire: ::rrs' 
interests with the long-term interests of our 
Shareholder and wider stakeholders. 

On behalf of the Committee I commend this 
report to all stakeholders in Roya Mail Group. 

GRO 
-- - --------------------------. 

Orne N fh,oir ,".. 
l,r =)n unerrzuc;n Committee 

Free cash inflow. 

Before other exceptional items. 
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Directors' remuneration report (continued) 

Base salaries 
As stated above, the Committee's underlying 
policy regarding senior executive base salaries 
is to set salaries at levels that are enough to 
recruit and retain executives of proven ability 
to manage a very large and complex company 
which faces many challenges. The Secretary 
of States (Department for Business, Innovation 
and Skills) consent is required for all significant 
changes to Directors' remuneration, including 
base salary increases. 

During 2011-12 the Committee conducted a 
comprehensive review of the remuneration 
packages of the entire senior leadership 
population, comparing them to remuneration 
in comparable companies. This exercise was 
undertaken by AON Hewitt. Appropriate 
comparator companies were chosen from the 
utilities, consumer services, industrial and 
telecommunications industries. The 
companies forming this group were chosen 
due to their sharing of certain characteristics 
including, but not limited to (i) size and 
complexity, (ii) regulation, (iii) asset intensity 
and (iv) large infrastructure management. 
One of the findings of this review was that the 
base salaries of the Executive Directors were 
below median, with the Chief Executive 
Officer's salary in the lower quartile range. 

Notwithstanding this, no salary increases 
were made to the Executive Directors' salaries 
during 2011-12, except for an increase to 
Paula Vennells' salary from £225,000 to 
£250,000 from 1. April 2011. 

Pensions 
A summary of the pension provision of 
the Executive Directors can be found on 
pages 79-80. 

Other benefits 
Benefits include the provision of a company 
car and health insurance, or the cash 
equivalent of any benefits not taken. The Chief 
Executive Officer is eligible for two return 
flights to Canada each year and financial 
advice. Relocation expenses are paid where 
applicable and are explained in the notes to 
the table on p77. 

Engagement 

Customer 
focus 

Process 
sequencing 

Delivery hours 
reduction 

Safety 

Group revenue 

Short Ta rrn Incentive Plan (STIP) 
In y  2. the target STIP potential for the 
Chi i'.;e Officer and for the Group 
Fira: icrr Iii' rtcor was 60 per cent of base 
salary, c;-acl with a maximum opportunity of 
100 per cent of salary. In the case of the other 
executive Directors the figures were 48 per 
cent and 80 per cent respectively. In each 
case, 80 per cent of the STIP was dependent 
on the achievement of corporate targets, with 
the remaining 20 per cent dependent on the 
achievement of specific personal targets. The 
benchmarking exercise undertaken showed 
that these levels of opportunity were below 
typical market levels. 

First Class retail 
Quality of Service 

Net customer 
satisfaction 

Customer 
complaints 

Operating 
costs 

Free cash flow 

Group operating profit 

A blend of targets determined the extent to 
which STIPs could be earned in 2011-12. 
The Committee reviewed the measures and 
targets to ensure that they were appropriate 
and consistent with challenging levels of 
performance. The chart above illustrates 
the Corporate Balanced Scorecard; which 
contains a summary of the corporate metrics 
used. In addition to these metrics, a minimum 
level of operating profit must also be achieved 
before an Executive Director becomes eligible 
for a payment. The Corporate Balanced 
Scorecard (above) is used to determine STIP 
awards for all Royal Mail's managers. 

The targets relating to Paula Vermeils re a e tc .he 
performance of Post Office Limited, with the above 
weightings marginally different. 
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When designing the new LTIP, the Committee took account of a number of factors, including: 
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cash amount, normally thrr' r>ars of 
grant, subject to continued emiployme it and 
the satisfaction of performance conditions. 
The recent benchmarking exercise 
undertaken by the Committee showed that 
the award level to the Executive Directors of 
10 per cent of cHary (1.4 x this amount at a 
stretch leve, of perhrirmanrice) was well below 
market norms: 

• The per"orr~lance conditions applying to the 
,:wards made in 2011-12 were, based on 
both operating profit and Return on Total 
Assets ("ROTA") targets, further details of 
which are sect out below: and 

• the Remuneration Committee has the 
discretion to `clawback" the (after 1:ax) va'ur,

of any cash amount received if it transpire= 
that an award had been paid on the basis of 
misstated results because of w Iful 
wrongdoing by employees. This restriction 
lapses after five years from the vesting date. 
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* f ROTA is betwe, i f er cent flail and 
90 per cent of plan i:hera is a Rtt or cent 
reduction the level of vesting achiever under 
the operating profit: performance cone ition: 
and 

* If ROTA is greater than 90 per cent of plan 
there is no reduction in vesting. 

Following the separation of Post Office Limited, 
the LTIP awards in respect of Paula Vernells 
will be subject to a different performance 
condition, which will better reflect the strategic 
goals of Post Office Limited. 

The Committee intends to grant awards under 
the new LTIP in 2012-13. These awards are 
intended to be structured in broadly the same 
manner as described above. 
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~uneration of Boy o ,c~, ;,a~s in respect of 2011-12: 

Amount in lieu 
Annual Salary/fees Short Term of defined 

saary/fees paid in year Incentive Plan Benefits benefit pen; on 2012 2011 
coo £coo £000 £000 £10 £000 £000 

r t i n 

~'-on 200 200 200 200 

498 498 371 38 200 1,107 778* 
la I ,s l 428 428 273 15 171 887 686 

r5 428' 428 320 15 171. 934 265* 
L=;6 250 250 173 10 30 463 147 

r. ,ti.-5a-Jrf.i e
----- -------------•-------------• -------------•-------------

40 40 - - - 40 40 
40 40 - - - 40 37 

at K' :ors 40 40 - - 40 31. 
50 50 50 51 

ironne 60 60 - -- 60 311 
40 40 - - 40 37 

---------------------- 
o C't°f.Pt`s 

-------------• -------------• -------

533 - _ _ I 

il l l ::a_...... 325 - - - - - 87
65 - - - - - 63 
50 - - - - - 32 

250 50 - 3 6 59 363 

2,124 1,137 81 578 3,920 -

1,870 371 183 431 - 2,855 

The 2011 amounts for Moya Greene and Matthew Lester are part-year figures as they joined during the year 2010-11. 

Thu 3g : - j oLe bin ion- . eo.nnt i.hoc un lying r nol rr -rt ,,, ea ie an_ ro to en. bin ay n' se:nt' -vhe he , s, yr _s ate en of t rn y -no u no 
the i l .. 1„ u; _ -nit _ rc u - ni ' the same financial year, with the exception of the annual perrorrnance-
rcl„ i I c I f i it d. 

Details of Moya Greene's pension arrangements are given on p79-80. The Chief Executive Officer is eligible for two return fights to Canada each year• relocation expenses and 
`financial advice. 

Matthew Lester joined the Board on 24 November 2010. 

Paula Vennells joined the Board on 18 October 2.010. 

yes Ower was also a member of the Post Office Limited Board for the full year and was also paid £13,000 in respect of his membership of the Post Office Limited Board for the 
period 22 September 2011 to 31 March 2012. 

Adam Crozier left the Board on 31 March 2010. 

an Cuncan left the Board on 15 June 2010. 

° Richa-L ! ovn oft the Boe-ni or 00'''arr: 2011. 

3a ft the Bea.:  e ;a. October 2010. 
lu re 

Board c e 2011. 
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Directors' remuneration report (continued) 

Executive Directors outside appointments 
2012 201` 

The annual fees received by the Executive £000 £000 
Directors as at 25 March 2012 in respect of Moya Greene T m F rt : ns 16's 2213
their Non Executive Directorships are shown ----------------------------- ,-. _-,_-----_---_----- -------------.---_--__-_---

in the table opposite. Matthew Lester M r crcc rh 79 - 

Contracts 
The Committee's policy is that Executive 

Expiry date 
of current Unexpired 

Directors appointed to the Board are given employment term 

notice periods of one year, and that they must Li r r oI ` c' contract (months) 

give six months' notice of departure. The Chairman 
Committee has a defined policy on --------------------26  d '  l ryd   

_ 
-_--- ~ -_- 2 lvf rch 012 -----~-- _---~ 

compensation and m tigation, to be applied --- -- ----- 
---=ui__

-  ______________~. 
in the event of a Directors contract being Executive Directors 
prematurely terminated. In such Moya Greene 15 J_ul 

_y_ 
2010 12 

circumstances, steps would be taken to - ---------- 
--- 

ensure that poor performance is not Mark Higson 5 November 2007 _. ____-_--_-_-- --
rewarded. Matthe 24 November 2010 - 
The rolling service contracts and letters of 

---------------- -------------------- 
Pa 16 November 2010 

------------------• ----------_. ._. 
- "2 

appointment of the Directors (as shown in the
table opposite) include the following terms as 
at 25 March 2012. 

The Non Executive Directors have service 
contracts but do not have employment 

Eof u 
current

dete
of 

Unexpired 
term 

contracts. The service contract dates for cote of contract service contract (months) 
the Non Executive Directors who have ur
served during the year are shown in the Directors 
table opposite. ----------------------- ------------- -----• --------------------- ------ 

a ie David Curr 1 Ja,'urar 2012 Y 31 fcrr (nr 21014 33 

Nick Horler ------------- --_----- -- 2010. --- 
_-. -_--------------- 

--12 
------------------------ 

Cath Keers 
-------

?010 2 21;"' 3 14 

Paul Murray" 1 .. p 21 2w , `_2 4 

Orna Ni-Chlonna 0 
__ --- --------------------

3 14 
---- --- --- --------- 

Les Owen 
-_-a. ------------ 

_0 
_- --------------------

26Janur, cL13 10 

The Company is committed to the service contracts for the remaining terra of appointments, 
subject to annual review and notice, for Non Executive Directors, including the Chairman. 

13 Sterling equivalent of payments received in the year. 

Donald Brydor was i eappuinted u:i 26 March 2012 for a 
further three year term to 25 March 2015. 

Paul Murray was reappointed on 24 May 2012 for a 
further three year term to 31 July 2015. 

VLSI 
VK • 
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fo'o Ec,,2ct tvir 03 rarr'rrs 
ht el 'pa or d tf: Ll A._.-.ar arc ap . r; ed 

H;ffo cent
r i l l for 

re ..Frr 0 VPH'H ae Jir= h! _ a'' , corer 'u , „1 

e,,=eq d ', D aC .3 o.011C IT' outjrnroted 

rai. 
... 

opt  th m. ,it di 
o 

a O t arse taken 
I t ie cot 'n . "010.. . 0 a` ,1 , %Sp"rS oilitie_s. 

ter ale. es 
I . iyp has a Iii ;illy to pay pensions in 

P.......0. ..: '  _- ,.me 

I Et l .a ~F' lr makes contribuUr as to 
"a r' : io, .. :,cl .n .s i Lois purpose. Th-_ 

' or: rJo 1 ~ .:,_ 1,1,1 . I h 

or... la• it  ar rl 

ap I r' z (.. rip :;ny or rots a_- rily he 
w:. II y,cur .p 

:p :a cons ' I .. 

Err': -rf ,l- .7 . ..F' is pen sia. 001.le 0. Hough 
he c.r .Ih 7

nc Pc rat ' ai l senior Execute ys e'er ion 
"c "  

. For 
r ~acr 

_ri It xxe .ti i er Jr s all a-
1 .. 0 it fi _ .i H01J .Ter 

, which for 2r.'1-12 
0109 r:.ofl 

1=. t 0 "` _"r' are set out in note 9 to the 
°o cia sc, .e- an` Ti .H  err is a fured

JO lU, 
. 

1,1.1:33-' Fi c .lj 't , .". ecC ........anal 

. rI oa a 
`lr 1 0, .' f,': . III"::' ,o "s'l Parch 

Cr s ...e r : ,bs Il l: -a, 00 ..n z career 
u l,c. 1 x. 'rc r 10 ay I< um 

.. 
7 

h n" "Vice 

o he ocl 'n r Cc 00'...1' 'q' _ p 
u _ _ ,F -. d. ivally 

rs 
Lrc , :or ,r,:. of .rn + , P , -ro , rc S.o 
pay o : ro 011 --o It an -hc e< h i ` the 
0111 u_ 0 - d. ,ui: , ,n II p0.001: -- rocath 

1`l "Vice occurs. 

Fo- senior c° -er_ titr ,s whose rr_rr°,.ter' FFp of 
the r'la N Sty :F D ",he 
eai ~" ., 
pert° I;r ., F l ,. I, _. -. "I Ir' l of 

the Compar j  w_ le- e ,< -lr Ii -rr on 
supplemert ar s, , ui ,lc -!. -avi o- i-I rd 

I .I .I c JI of 
25 r-, - F , 

cap ?rin"r F 7r? 1 r d a° e\ ....0 'e' r - r'rot 

merbt ,c '. _ . - i s l,u ',a_
supplement of 4U per cent of base pay. 

Ac Lir U 
accn mr 

at e 
Age at 

Year end £ 

For the Chic nr n rre _}fficer, the Co' p< 7 
I ' 's c "Or r rS .di i tc x L ; "'IFS' d JIF 'ec 

J ;~5 
T'" 0r hl Itt-ing empioynrer ` r- f I ,0'

Fr e e6 l u-evernment er or

he Fl Jr C, tc" I , u ,re eC' Ii ! ,iic Ce fie 

v ,I IF . .. 

F ̀  _ rd, ( 1 'Ill  hr .a' , n 'r '..l -1~ I , .rrl ° in 
aa` ;.e D,itl ac dr aI I F ait tic F1' -e 

br'r alIU ex..lo. c.es L)I I et-Ll I "c o„l. NF.

Transfer value of 
F t Irr v i r increase before 

I":rch accrued r "il inflation less 
_0 al., Jf IF rr t rl_ dad Directors' 

r rr . of 
' a ur I contributions 

Executtlie 

25,223 

Pa_I v i I 3 14,721 

TFFI' al l ,, ,tvi 1 t, Ilc: is designed to assess the char e in transfer values during the year, taking 
Orb! .cr i;ri IF,'. raa:'ient in investment marketcor ':iti :ns 

Transfer vai re at 
27 March 2.011 Transfer

or at date of P value at ss 
appointment to tray -, 1, 25 March

Age at Board if later recei = d Sub total 2012 contrib r r ns 
Year end £ ._ £ £ 

xe,-uts.,,e 

Da I I - 47 347,627 

Par .l i II:; 53 194,384 

Da I S th ~t 

>( rp pr ill 

:1r nr fP 
} 

{esS or  rid P 

7 450,282 101,311 
--- ---------- -------------
04 283.759 81.599 

-P Frr n 'I" Jr 2r :1
a 

P dC_ of 1P - = 
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h~ rr sfi v .,uc_ di , lo, 2d represent a 
c in iii ri ll o ' Plt De r_u p~ „I ~t 

~i 
ti-

al aT -Ti' ,11 1 r1 s i;_ Is A money the 
- ir w ai , vIl pie U:, ec '[VE' 

L ee e 1 _Ts _ ei '_ "iu a ,th a 

~'ie , t 0, 1 fi Sri ai a 
~Q( icr,aib cc tri un -l4 ~a a .U' JL Tvc 

it cif 
ci aruse 

to be . ( I ~ment. 
ThP

_ >~; ~l «p -Tr Yf , TI1-12, 
ba a I rl v .uc ,r e :'m .nl _, ac _ ued 

al l ,a f, t:T it : ,s ',ar, in rlr uid, [h2 

m when he joined the Company 

Committee Chair 

0 
Royal Mail Holdings plc 
Annual Report and Financial Statements 2011-12 

[M_045082] 



UKG100043213 
UKG100043213 

`, 'overranCea£

Consolidated income statement EL.?-
-- --- -- ------ ---------- -------------------------------------------------------_,.. 
Consolidated statement of comprehensive income' 8=', 
------------------------------------------------------------------------------------ .,. 

Consolidated statement of cash flows' 8a' 

Consolidated balance sheet2 8i. ------------------------------------------------------------------------------------111,1 
Consolidated statement of changes in equity' 8` 

Core notes to the financial statements 8E. 

1. Authorisation of financial statements and statement of compliance with IFRS FS" 

2. Going concern and funding 8'' 

3. Events after the reporting period -------------------------------------------------------------------------------------1 
9t' 

4. Segment information 
--- ----------------- ---------------------------------------------------------------.. 

9F 

5. People information ------------------------------------------------------------------------------------._.. 91- 

6. Operating exceptional items ------------------------------------------------------------------------------------._, 9:v 

7. Cash flow information 
------------------------------------------------------------------------------------

9% 

8. Provisions 
--------------------------------------------------------------------------------------

9> 

9. Employee benefits - pensions 96 

Other notes - financial assets, financial liabilities and hedging programmes 102 

10. Financial assets and liabilities - introduction, summary and management 
of financial risk 
--- -- ----- -----------------------------------------------------------------

10 

11. Pension escrow investments ---------------------------------------------------------------------------------111 ..._1. 10w 

12. Cash and cash equivalents :."0C 

13. Loans and borrowings _ 
- -------------------------------- -- ,._. -------------------------- 

t0~ --. .. . 
14. Financial liabilities net and gross mate- ty n yc- _ 
---------------------- ---- --------- - _........,......_----------------------------_........_.. F 

15 Financial assets and liabilities - additional
--- -- - -------------------------------_.__.--

16. Hedging programmes 115 

Other notes - income statement 118 

17. Other operating costs 119 

18. Income tax 120 

19. Net finance costs 122 

Fo- the year ended 25 March 2012 and 27 March 2001 
2 At 25 March 2C12 and 27 March 2011 
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Our financial statements (continued) 

Other notes - balance sheet 

20. Property, plant and equipment 
--------------------------------

21. Goodwill 

123 

124 

125 

22. Intangible assets 126 

23. investments in joint venture and associates 127 
- - ---------------------------------------------------------------------------

1+ :Airrent trade and other receivables 12f. ..-----------------------------------------------------------------------------.... 
5 

. 
nt trade and other payables 121- -----------------------------------------------------------------------.,,_..... 

are capital and reserves 133 _--------------------------------------------------------------------_..., ..._.:. 
77 6t 

28. Related party information 

Bas's of preparation and significant accounting policies 133 

Group five-year summary (Unaudited) 14" 
- - - ------- - --- - - -- -------------------------------------------------- _... 

Directors and Auditor responsibilities r 33. .n ; I t ,^uo financial statements 14% 

Royal Mail Holdings plc- parent 33. i 143 ----------------------- w___-----------------------__-_ 
Pro-forma 2011-12 `inane l rents for R , 3I ' °:il Group excluding 
Post Office Limited (Unaudited) 155 

82 Royal Mail Holdings plc 
Annual Report and Financial Statements 2011,-12 

[M_045082] 



UKG100043213 
UKG100043213 

Consolidated uicorrw state 
for the year ended 25 March 201.2 27 March 2011 

2012 2011 
Notes £m Em 

Continuing operations 
Turnover 9,352 9,006 
Network Subsidy Payment for Post Office Lim led 180 150 

People costs h (5,657) (5.717) 
Distribution and conveyance costs (1,758) (1,619) 
Other operating costs 17 (1,707) (1,602) 
Share of post tax profit from joint venture and associates 23 32 28 

------------------------------ 
Operating profit before exceptional items 

------442 246 
Modernisation costs - operatingexceptional items 6 (231) (207) 
Operating profit after modernisation costs, before ether orer tino exceptions! items 211 39 
Other operating exceptional items 6 (93) (88) 
Operating profit/(loss 

_ 
118 (49) 

Profit on disposal of property, plant and equipment 157 65 
Profit on disposal of businesses   26 44 _ 
Profit before financing and taxation 301 60 
Finance costs 19 (118) (114) 
Finance income 19 54 69 
Net pension interest 9(e) 26 (167) 

-------------------------------
Profit/loss) before taxa''io~ ---- 263 (152) 
Taxation charge 18 - (10) (106) 

-- -- -- -------------------------- 
Profit/(loss) for the financ s 

----
253 (258) 

Profit/(loss) attributable to: 
Equity holder of the parent company 252 (259) 
Non-controlling interest 1 1 
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Consolidated statement it 
.,.r mprehensive income 

f tie year ended 25 March 2012 and 27 Marth IOu, 

a 
2012 2011 

Note=_ £m £m 

Profit/(loss) for the financal year from continuing operations 253 (258) 
Jther comprehensive income/texpense) for the period 1,585 3,432 

Translation differences on foreign currency net investments (4/) (11) 
Actuarial gains on defined benefit schemes 9 1,544 3.424 
(Losses)/gains on cash flow hedges deferred into equity 16 (4) 24 
Gains on cash flow hedges released from equity to income 16 (15) (7) 
Gains on cash flow hedges released from equity to the carrying amount of non-financial assets 16 (3) (3) 
Gains on financial assets deferred into equity 11 133 20 
Gains on financial assets released from equity to income — (6) 
Taxation on items taken directly to equity 18 (23) (9) 

Total comprehensive income for the period 1,838 3,174 
Total comprehensive income for the period attributable to: 
Fquity holder of the parent company 1,846 3,173 
Non-controlling interest (8) 1 
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dated w ✓ wut 

f t ar r i c 't ?12 ifli 4»rth IOu, 

Not( £m Gm 

d, l f. ? C 

442 246 

9 419 458 
17 302 286 

ates 23 (32) (28) 
a! " 1,131 962 

— (49) 
' _, — — ---- (156)

._
14 

110 (44) 
it receivables 20 (9) 

rP 'SE i c xti P, uu 18 ,1

sets (6) (12) 
nvl=ions 14 1 

----- ------- — 

r :yrnen t , ,« _fi, r. .,.~.~ n _,i ,:ems 
i,~ odemisation: 

egacy share ness Tran rf ° r7u.,ion 

Di p1ojc. is 
1r-,_er
,n roc f _r

(342) (272) 

(70) (102) 
(137) (121) 
(39) (30) 
(55) (8) 
(4) (6) 

(37)

a Ii;: wtr ~. ..... ~~' ~ .:.~t'as 36`' ( : J) 
(23) ») 

'P^ ( utfh w) fro 'n oner tin" activities 
- -- ------ 338 -----

f-3RAf fr mnv "tr ai, etFy ltt~:. 

m nture and ascot aces 23 42 9 
53 ;x? 

erty, plant and equif ,nent 7 205 ' 4 
S 37 3 

tnvta ,'o in UKPIL) (306) 7t 

(2) 7 

(59)
4A, wlc- yCars ;caulstions (1) --

( (45) 42 

of fnanarai ents (t ) (30) 
:utflow)fmflouv 9 r investing activities (106) 11 

aw!(autfl~vr) i. ;fe a financing activities i 232 (111) 
a: s r ,,. - . .  L i 

(73) 0) 
element of obligations under finance lease contracts (52)

88
C Ir ns 2 d2 
et ;yt --ant oaf borrow iCts.- (1) 2) 

' et k.U6/ft:es (36)
l ..... P , P, , s 196 9 

(4) 0) 
ind 1,101 

s eP RiP; .ie :-s t , e nr of ;hp .e ar 12 1,293 1 1 

Rot ,rg.. +sp8c 
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261E ul. 
dote; £m tm 

No -c» ,,rr.,tt
tlipment 20 1,825 1,832 

ent: 3 3 
Good tr ill 21 189 :197 
Intargible rice ( :31 v cic r 22 135 126 

ates 23 92 105 
Financial, assets w investments 10/11 1,383 1,161 

:ri its 10/15 - 44 
,yes 10/15 3 r isiO: '; 2 6 

Deferred tax assets 18 . 9 8 
3,638 3,482 

'1el+., - H 4 4 

IV r.crie- 38 38 
24 1,251 1,135 

2 
r .E is - ^r ivatives 10/15 9 36 

rt--term deposits 10/15 31 1 
wash and cash equiva.ent.s 10/12 1,293 1,101 

2,624 2,311 
T f- " 4s 6,266 5,797 

kr nwi re5 
ales 25 (2,085) (1,961) 

Finan-na nters f lava -inn oan- °-rrd horm 10/15 (377) (375) 
— of 10/15 (90) (65) 

10/15 (4) (3) 
Income tax i:raf'abl.e (9) (6) 
E✓tr„ ~w:n"; 8 (138) — _ _ ----- 

f2,703) (2 :t) 
Non-cur 

trans and ho 10/15 (1,522) (`€. ) 
obligations under finance leases 10/15 (237)

— derivatives 10/15 (1) 
e 8 (93) 7) 

^ri' rtion — pension deficit rt (2,922) (4.' ;'1) 
(39) '4) 

16 (18) €1) 

(4,832)
"J toes 7,535 

(1,269) C7 

26 , —
430 0 

(1,998) (3,` >' 
F- 299
Equity attributable to equity holder of parent company (1,269) (3,: 5) 
Non-controlling interest 8 
Total equity 1,269 13, ? 71 

1 'r+ ; -ri r : f7r S ? io 1.32 were approved by the Board of Directors on 27 June 2012 and signed on its behalf by: 

GRO 
Or', ,xi; •- 4r ?F
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Com,u(kiatd-.sue st3Wflwut
r 

fog i year .r't ?12 an »rth 'iLl. 

rz : Equity 

Financial C`. rre holder Non-
Share Retained Assets - ¢ of the coartr oiling Total 

or r „ gs Reserve set equity 
£m Em £m  ton Em  Em tm Em £m 

)1.1 
_-...._.._.®... 

430T (3,803) 64 125 22 47 (3,115) 8 (3,107) 
-- -------- --------------- 

252 
---------- 

- - - 252 1 253. 
income/' )for 

- 11,544 102 (47) (14) - 11,585 - 1,585 
li 1 :Ut H iii 'E i s .:I 'l H 

(47) (47) .... (47) 
cremes - 1,544 - - - 1,544 - 1,544 

qes 
(4) (4) (4) 

GaI I, ., ,«,es re L Bred 
fror ry (15) - (15) (15) 
Gam nr r i 'F1 ,v .-,c{ ;e,rec,:";ed 
frCh
am - - (3) - (3) - (3) 
Ga -r- ~ ! 1 

- - 133 - - - 133 - 1.33 

L ~G e ~rI erm- taken a I  to equity - (31) 8 - (23) - (23) 
rest 9 - 

_ — 
- - - 9 (9) -r 

sve income, nse) for 
- 1,805 102 (47) (14) - 1,846 (8) 1,838 

At : ,:it tr " :9   430 (1,998) 166 78 8 47 (1,269) -- (1,269 

Fcreign Equity 
Financial Currency holder Non-

Share Retained Assets Translation fledging Other of the contr'o(6ng Total 
premium earnings Reserve Reserve Reserve Reserve' parent interest equity 

Em Em Ern Em Em Em Em Em fm 
4 r t̀ 430 (6,968) 55 .136 12 47 (6,288) 7 (6,281.) 

(259) -- _ - (259) 1 (258) 
f ir cornp, cohensive it  for 
t' ;period - 3,424 9 (11) 10 3,432 3,432 

inslatlon diffc
rrency net ifl. t er (11) (11) (11) 
tuarial gu _, r _ I ::., . : r _ .~ 3,424 - - 3,424 3,424 

ash flow h,
- - 24 - 24 -- 24 

Ga es re c-sed 
from  - - (7) - (7) -- (7) 
G,I _ re : , sped 

r: r l h r. r , Fr ~t (3) (3) (3) 

20 __ - 20 __ 20 

i ' r - ic' ets reiow_, d 
zrfne - - (6) - - (6) (6) 

kC~n dirus_tly to e' llity - - (5) (4) - (9) -- (9) 
d, 

- 3,165 9 (11.) 10 - 3,173 11 3,174 
-- 8 X107 

;.he nature and application of the reserves in the above tables is included in note 26. 
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• why th t+vrs have cc ~~ ~~' ' ~~at the 

• cer ar end, Lu

Up , ~c , , s., ; very° h-svo a Lie Group 
• an , r ur mai ";r- rF~ 

err n the nu nilc we em e costs of
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r cidence) to all peratioriat p~,, `t7r~rlence (note

. c.1i ana:vs:s of II  c F ;)e c . c=- e[ frr ~i rn e ri G, =cc-nciliation of frc y cash flow— a key inai,-,,or u,ei, by i d.iagernent to assess 
unek 7) 

sac . ,

• del  l~. :r~ ~_. ,e~ ,~ ,N  ~,, _trnntion<, used to 
del ~_ _ ~ - ~ ~l r  . ion 
acf ~. .t ~ , , `~) 

.!. Fl.tthorisation of financial statements and statement of compliance with 1FRSs 89 
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713 r n:, U r t toter ru tr~ Allremaining note, 

financial stz

I - I Junr X112 ac
Directors fas at 25 Niarch 

"41nS. 

C prepared in accorda•1 - 
wit Rn rri tir, .-ii n, irI P Dn in' St 7rt,rrds (IFRSs) as adopted 
by t ,o ur , x, 7 L It a i rr y pl io the financial statements 
of the ~jl, J , 0'1.2. The principal 
accoc by the Group are set out on p137. 

_ern, 

ab'lities 

v,

R'. ..ice sheet event v, 11 -spect to 'bed 

• ' t:o pre °, , '. iKPI[_ businr }hted on

• to cash genera  both the Group f =it-I 4. : rind 
COT'Er, .rr,: i.Nel: 

• the rec: o increases in April 2012; and 

• a forma( review by Directors of cash headI oorn forec~lsts, including 
a , „ rlc, st r a( ,:c` +cr 7s . r3r -rir, r ' r_h or r`, r d 
`"tc, r- 7u vir it n 1e ~i Gorr) SG e :Ar drly car n-Tee Its 

the P ei_r w, r,i.- t Hut et, cleat the corn any is a =}Ding concern 
a that. it is aT,, l r. ste to prepare t clal s', «its on this 
b, 

F l fi p amir rS 
Pc , L f net. tiabil ' _ 25 March 211 .'-rutnas 
opera at. a p r 1
fourth year runr , g

On 24 M, r h '" ,0 a funding agreement was agreed that provided 
tip tr to to ur r_ompensation for losses cu, nod in parts of the 
n is well 'iding r, ' .a working 

arrangements 

_ I 1 as announced on 
2

x.14 
Itt .In c1F f ;JrT {E ~(. 

4 15 
1 bn up to 

e .d appruv ( for he funding for 20'2-1.3 to 20:14-15 was 
r• on 28 
vr i facil e ^ 

., , ' r_'ntwill I ' _ ~, '~e 
k an•'

, ,r" ;nt ''C n-I . . le (12 i "( I, Vc 7E• II<, '~ 1.: `i€ t 1V lv 

o 

n ter retail 
experienc_ iri i, 'In . ' ryri- : r In I - ",oro1 or'R—rnn c: 
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o m-t tier, r. ' dr tid . . 

-nJnj,p. , 

~ocan 
([of 

uift up unt I ._ 
s Y I I 

1tt7 I i` all ,re o r i(j u

fur Ue(-' 01) dl l dl Clldi Idl OUSI3 I respell- Ut hl5ror IC lidlill o00 dt t-fidt-

date. 

Royal Mail Holdings plc continues to hold 21.2bn of investmentos 
~Avr ~I re r ,v ;ilc h ,d FE .be 

~u 'A U"
4 n u escrow 
ri any on 
1 rrri( 2012. 

or r r r5 .n : 7i"i;i l- ioi Is V (l t F, n lisped n al-ci1, 0a- Ce'cvil l

is made us :ier the Post 's Act 2011. 

C 1 :TI`, %C :2 = ri, ( `.e rr m~ )P-- Tn = a , l -1v hvs =d 
st Sig iT~ Js o4 ,( r sl ol. a ply_ A rI_ rt e ee raj . I, d of 
k. ~. x uI !I'JyCZI 1`11111
C ion are the only Directors of I

Royal Mdii I-loldiiiys plc dt 11. April

1a F i6i 4 "; matron 

in the way it iv' ~n, v , Res its business as follows: 

soh 2012 
Other 

European 
operations 

General 
FiternatioraR Office Logistics 
& Letter:, Limited Other Total Systems Total 

Em Em €m €m Em €m 

7,164 801 51 7,970 1,562 9,532 

_ 
is 25 359 129 513 513 

-- --- - — s k r ;t t9 1,160 134 8,483 1,562 10,045 

1fz ra, ar Sri, pit. .;et rp )x( .,fat an i items 252 61 1 314 128 442 
1L "T" Iso rU costs —o e iii

(229) (2) (231) (231) 

P.7 , ° E .' C xa rh" 1 1 ;hi a '0 :rp tin ildt 
s 23 59 1 83 128 211 

114 ('35) 10 89 1 90 
:frrd taxation 137 24 11 172 129 301 

,; - b11 I-37n') rotating to the proviso n uilitien management servi:es by Rnrrr-r I lmited anri Elm (2011 f 1 r for building 
engineering ser cent

Firer -{ S 1> - 7 f -I?1" t ~ 14rr), finance income of Pd4rn (2011 269m) and net pensions interest of £26m (2011 El-6 /m) when 
au I rorl, i , w .,f at, arc `In i tnd taxation Of £301rri (201:1. CC On) reconciles to the Group profit before taxation of C263ni (201.1. 

.i( 'dlti , t` t.f , ii iJi ;.t~ ie' z ..fr' tTiCs. 

Royal Mail Holdings plc 
Annual Report and Financial Statements 201.1-12 

[M_045082] 



UKG100043213 
UKG100043213 

1, • S I • 1 i 1 3 

1 1 1 

4. Segment information (continued) 
27 March 2011 

Other 
European 

UK operations operations 
UK Parcels. Post General 

International Office Logistics 
& Letters Limited Other Total Systems Total 

Fm £m Em Em Em Em 
External revenue 6,857 776 38 7,671 1,485 9,156 
Revenue between segments 28 345 142 515 -- 515 
Total segment revenue 6,885 1,121 180 8,186 1,485 9,671 

Operating profit before exceptional items 72 36 20 128 118 246 
Modernisation costs - operating exceptional 
items  (192) (15) - (207)  --_ (207) 
Operating (loss)/profit after modernisation 
costs before other operating exceptional 
items (120) 21 20 (79) 118 39 
Other exceptional items  12  (35) 44 21  - 21 21 
(Loss)/profit before financing and taxation (108) (14) 64 (58) 118 60 

The following amounts are included within operating profit before exceptional items: 

25 March 2012 
Other 

European 
UK operations     operations 

UK Parcels, Post General 
International Office Logistics 

& Letters Limited Other Total Systems Total 
£m Fm Em £m £m £m 

Depreciation 241 - - 241 28 269 
Amortisation of intangible assets (mainly 
software) 29 - - 29 4 33 
Share of post tax (loss)/profit from joint 
venture and associates (2) 31 3 32 - 32 

27 March 2011 
Other 

European? 
UK operations        operations 

UK Parcels. Post General 
International Office Logistics 

& Letters Limited Other Total Systems Total 
Em Fm Em Em Em Em 

Depreciation 223 - -- 223 27 250 
Amortisation of intangible assets 
(mainly software) 29 - - 29 7 36 
Share of post tax (loss)/profit from joint 
venture and associates (1) 25 4 28 -- 28 
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Notes to it . 
ftnanckd r 
(continued.) 

5. People information 
People costs: 

2012 2011 
£m £m 

Wages and salaries 4,361 4,398 
Pensions 419 458 
Social security 304 304 
Subpostmasters 483 475 
Temporary resource 90  82 
Total 5,657 5,717 

People numbers: 
The number of people employed, calculated on a headcount basis, were: 

end 

UK Parcels, International & Letters (UKPIL) 151,156 155,181 152,514 157,317 
Post Office Limited 7,798 7,782 7,734 8,066 
UK wholly owned subsidiaries 158,954 162,963 160,248 165,383 
UK partially owned subsidiaries 3,926; ': 4.254 3,972 4,244 
General Logistics Systems    13,362 ̀  13,167 13,103 13,120 
Group total 176,242 180,384 177,323 182.747 

Further details about 'Our people' are included on page 25. 

The number of subpostmasters employed at the period end were: 

2012 2011 

Total 7.842S; 8.283 

The number of subpostmasters employed is not included in the period end and average employees numbers above. 

Directors' emoluments: 
2012 2011 
£000 £000 

Directors' emoluments     3,920 2.855 
Amounts earned under Long-Tenn Incentive Plans - — 

Number of Directors accruing benefits under defined benefit schemes 2 2 

The Directors' Remuneration Report discloses full details of Directors' emoluments and can be found on pages 72 to 80. 
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" .f" w3' t .l f" ~i   a':., 

hr ,o ', }It` or hr ro IT :''[ft ' . -I U .br o` "0 rr .1Jr rt C. :  01St is ...fl r i ,:'; t ••.'vh h 1:1 1t° le cit. 2 f , 'oi :or Uii rat : ' 00 0(1 rily 
! it ~ e items which, in managements judgement, need to, de disclosed to provide greater visInlfiiy of the underlying results of the 

,n dialysis of the exceptional items included within the income statement is as follows: 

2012 2031 

-dernisatic'' 

.101 ... tares 

Business Transformation 

Onus — front' ecosts 

"_ ,,,,t B ,sI's rc3un damy h provisions 

— other costs c ar ' h .1r, €.ti try risions 

c i ul-:.t_nrtg costs — project arit! t.,tc . _i tt01vc. Lfl; . c i.. 

lant and equipment 

Ora -rr-Ae _nc"gat im " oss 
it 32 '. Hugh pi ovisions-potential industrial diseases claims 

Pt..' :''' ' 
022013 

c . i,_.,, . 'ill 

Other exceptional items 

fm fm Sm fm 

109 

(60)  ; (4'1) 
(60) 69 
(30) 

(78) 3 (23/) 
(3) (19) 

(81) cv:. (25() 
(60) (8) 

ta >- (264) 

( ..; 

(12) 
(207) 

(30) 
(43) 
(13) 

(88) 
To, t )e iti r ,ct r i- la its as (324. (29`>) 

1 hF 501 tm cts ,1e tic' II. 41 l) ra Iy Ti ,' : its payments linked to the achievement of key modernisation milestones as part of the pay 
acv. wi. . I i the ....... «. .c for, vvoike€ l 

A c.  mod:'rrn a, n onus of 0:3d n 301.1 £nil) has been charged in 2011--12 to reflect the progress on frontline efficiency. 

':f ie £l411rr i20111 .:125...r.) re rttrturine costs, £78' . . (231.1. 0237 r) relates to provisions for ref n r.ncv costs in I-,IPIL and 'ost Office 
in'. Of, an £2 Hi ;U € it 29. ..)  . .di J c UCi it.4.t` rrt :€. It ".aE' t)• >. 'se ten -=m ' tip .~;1 ''. I ~' `.):  .city eli tee .in 5:.  c'avel 

t :t> r o Ji j pro  plant end Rqurorrrrnt and £1 m ,rti E" aIr"'l a.! z €. .... aE !e 
,.

.E 4 vh .. ar. ~ti ' c ri i'ir ~1 ' ~` ' ;a_ op ._ .. ~ r 7 
.H i_ . ',  r,>sk  t. it : . . .,l . ;Jt- ,y, i.itW[t di  t. Th'" ri r, cuccwciv «-, "t16 

in relation to an as carrying v 

Exceptior o Lusts o' . "ic costs relatiod , 1, ' ie 
Stotr, n 1 ' "cress and the c i ter of the Royal Mail Pe en Flan (RM F) pens In r biliRes and n assets to HM Government on 
I1,13 H3":

0th t Cl •ems of t. E In 'J.) largel y remote to Rornec Limn on costs. 
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o temp t the y ' dr tid . . 

tlnjp. 

7. tt  ,s ', flow info 
Cash flows relating to operating exceptional items 
The net cash outflows relating to operating exceptional items charged to the income statement in the current and prior years are as follows: 

2012 2011 
£m €m 

U 129 88 
176 179 

costs 27 b 
10 --

oi .. .342:. 272 

rl . r^ ~+ } r,j -,- ~r co ) `~ 
y_~t., 

. ! ~` `~~ ~ ,~ ~. TF. 4 ->k-

Sc[` 11. 0t rlf it, * n1 2L _3 t') 'CT._i. id ic.. r`e s pc sh i .. 'yT `n 6T (t'`_":. L 7 T, r ;dc.

(2(42 end) Ht and r4m (2011 r6rr) other-

Free cash flow 
F TtC cash flow in d 1y, i,, ail Group the nest cash inf ore financing activities (except finance costs pas ). less the 
I . _ ~. ~ ~ ~r . ~. _ ~~ ,, , r~ ~ ent an

F nageTT!

A reconciliation of `net cash inflow/(outflow) before financing activities' in the consolidated statement of cash flows to Free cash 
inflow/(outflow) is shown below. 

2012 2011 
£m Ern 

232 (111) 
(73) (60) 

Ad (sole, 2 .2 "r1i asset in r 1P ;non-current) 45 (42) 
ur rinse of financial a -,e nr i._ 

e'.1 ,> E tr t ant} 30 
Frees car~tE  a flow["  I2T3Y 

4 
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Exceptional 
Non-

Modernisation modernisation Other Total 
Em Em £m £m 

^r %I Ms 11 193 30 55 278 

c is Id m l cc f,s oval items 90 19 - 109 
c 10111 1 ... lIp.: o op costs -- - 33 33 

(9) (2) (5) (16) 
(156) (6) (14) (176) 

r r=: 1 2 3 
At 25 March P1)11: 119 43 69 231 

Disclosed as: 
Current at 25 March 2012 76 7 55 138 
Non-current at 25 March 2012 43 36 14 93 

119 43 69 231` 

Currert at 27 larch 2011 140 3 38 181 
No (I I010 . r• 7 v, c l ltyl 53 27 17 97 

C
A , ,r ~, ~ ~ - rr~ r nc y ~. - lo .ally car, .. a ~ ,~s 5 ~,~, ,.+, ..,. , •~, rrrr (2( 111 ''t PP1.1 st •1 1 o J1 
3 - a -'0" € , 42r ml f ,Iir. i t 0 :=rr S 0 ar . cf or 'r - r, :,ntracts aSSUu ,t so 7 

, 
,lr ,'1 in  t r r ;l  Ov j 

c 1:1011110.1.01. 3(117 i._, .v[. r 1. ~a_rr expected to ho to. . a , ,l j c,.c,,_-,, 0 000 10 0 00 
.of  lly to be ut  . < ~: _d over a periou n 

modernisation 
s o on (201.1 "?: to to potential industrial diseases claims of £39m 

t1. £3C ,), of v i -h £3m is I 012-13. 

i er 
r ornvisi-ms of 069rr ('011 il%5ro) inr1Clde those re- cnnised fay the esnerted t th hiies nrisino from r7 nro-nw-ty exits in the nnrmal course 

: 151 :001. 11 ,sr .r' 0 i7 -116 ,r ~r11 0r. S =a0 := c i i , 010: I , c 1 11t f 'if sc ,r 1101 r  lot  in tic w fL. h . (0101111001 101.:llufl.I 0 ris(, 
r[ 4e 5,} Oz c • IE:..11151. Op art _:i '1 .:i ,[ )u, r , s,in rr dy :10 11:020 rr~ n 11 - 1011

10I e remainder within two 

7r{ r li '1 1101110 r i7 :-0 n .111 
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m t `ther, r. ' Ilr tid . . 

tlnjp. 

n ? e. t r re art rut r : '.rid rai::e, alt ost all of the pension liabilitL.ies and pension assets of the Royal Mail Pension Plan 
) V ere tra hovernment. 

hF cclostcrc, s elate to the year ending 25 March 2012 and show how the value of the assets and liabilities have been 
L a _l ..:_ . ,Beet date. 

The Group operates pension plans as detailed below. 

Plan Eligibility Type 

Royal Mail Pension Plan (RMPP) UK employees Defined benefit 
Royal Mai l 'xecutivc F, en Jcrr Pl ("M -F r} UK senior executives Defined benefit 

UK employees Defined contribution 
Overseas subsidiary employees Defined contribution 

I :xrral items vo riin the 

f '1F11 11 ~atd.t ~ , cCi U. JOIni. ic) a QTil ,7.~ i  cT L ..,i.7...i> ci. L aOi. . .t7 i~e€)r(1 pa,yl lh l<iill( WUt.iGi'iti ,U ir_.  ~ .Yd ~ticin .'T i. :y slave. 'norked 
anyforay

• RMf 'ment of contributions to separate trustee administered funds. RMPP includes sections A, B, 
and C, each wi,n iufeient teri/ is 

• Section A is for members (or t I members) who joined before 1 December 197'F: 
is far r-" 5, (or I , -rombt', or al: 87 or to members 

benefits: 
• I_'CtlUr' I ~, A l ire WL , C, C lE , of members) Vv iL )It''d on or after I ,' ;ore 1 At ,I

A series of cha ges to P to trsl c c'c or i f )nl , f 3 nc _i'Inges encor 7llass: 

• the r ans cic r;tI to n from 31
F PI_o re 1 Apr u( ')8 re :till in 'Ct ::) a alc J tl

• ~ i el f ~ i I ~,, vi ~ „~ ~ r, f. ~4 hi'

si _ ~ .,r. r  ' ~u _ •_:vx iU  ,.i I . . ~_. .  i r i~~. .. ... . .e -_ , '•irefits earned from 
" 0:ani 

F'1prit 2010 it is possible to it" av/ pr or earned before the change to normal retirement age from 55, and continue working while 
r Il mtributing to the Pension Pl.a , c. tii ie ,iarlrnum level of benefits h- be=:::n reached. 

n` f408m (2O'°c1 £432 :rl -r4 itarfe do inc tt year in respect _;Milan future service contrirr1,p;ins, with F'.05m (2011 £428m) 
to :rE ,e' LC _C I it tic its ia7' t ,f ~'";IF pr ,S" T ,' a or"nt °t -I :r.,n" rn-JI ju remainedat 

o c nartge materially oaring 2J12 15. nor Ki t t vu these 

cit in tl h £nil ng to it 
e 

' tr- f /, ,-r ,,. •r, if Nl 'r ?r %~ "i`" ..-h'

C T' N - r 'ii; : G yr 'n .Nu rT" d@ Ea cig nc yec I -~ r'v'c r'r, t)t iCl I  / t 'yT' ,n n, 
urn 31

recognised nor Is to the rlw'i o t 1. ns relating to redundancy. During the year,
rndancy were . . .. 

u 'r future payment of pension n rs T..t a past: Director (see page 80 of the Directors' 
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p enefit .. • o  i. 

h( o gin^ q .3c1 sores rek , t t.l- r _I tr _, financial statements of the Group for the defined benefii. 
and <MSEPP_ 

. 
1.: f~ .....r ri .  r n6 ~u~ .: 3sumpeinn

•v-. rnrrient  arymnimurn 
)d, to Y GEH fl E' '-,Yid in p :fire "ii ,-n,. . p f (i fir- r, nr ? '._fi t7t  ni A* 1 I` a' n ', '. fl ' n' I'1 F' 'F "i" f om it fCJ 

The above assun- r n 'ate to : )f rfi n rl benefit plan , W ^ + e exception of ±c expected average rate of return on assets which is 
computed for t ;e'Al RnLi u h' aLjns. The exper ' J 1 ei aqe rate of return on assets is a weighted average of the long-term 

?: cted r , .ern of earl^ p r_ - .:rss (se r~ 
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Notes to k . 
financial H teana
(continued.) 

9. Employee benefits - pensions (continued) 
Mortality 
The mortality assumptions for the larger plan are based on the latest Self Administered Pension Scheme (SAPS) mortality tables with 
appropriate scaling factors (106% for male pensioners and 101% for female pensioners). For future improvements the assumptions allow for 
'medium cohort' projections with a 1.25% floor. These are detailed below: 

Average expected life expectancy from age 60: 
~. .. 

2011 

For a current 60 year old male RMPP member 26 years 26 years 
For a current. 60 year old female RMPP member 29 years 29 years 
For a current 40 year old male RMPP member 29 years 29 years 
For a current 40 year old female RMPP member 32 years 32 years 

The following table shows the potential impact on the RMPP liabilities and pension deficit of changes in key assumptions: 

Sensitivity analysis on RMPP liabilities 
I-

690 690 660 

Hfl 
Changes in Changes iii Changes in Cl-arges in An additional

nflation discount rate real salary CPI 1 year life 
p_nslon of +0.1%pa growth of assumptions expe_tancy 

increase of +0.1%pa of+0.1%pa 
*01%pa 

b) Plans' assets and expected rates of return and deficit calculation - RMPP and RMSEPP 
The assets in the plans and the expected rates of return were: 

Long-term expected rate 
Market value of return 
2012 2011 2012 2011 

Em Em %pa % pa 

Equities 3,385 4,268 7 3 ̀. 8.2 
Bonds 25,356 21,291 57 6.2 
Property 1,417' 1,590 6u8: 6.5 
Cash/other 333 ; 418 ;.: 3.4 42 
Derivatives 254= 118 5: 6.2 
Fair value of plans assets 30,745 ; 27,685 
Present value of plans' liabilities  (33,667); (32.186) 
Deficit in plans (2,922)' (4,501) 

Ninety nine percent of the above assets are held by RMPP. 

Included within the pension assets are E12.5bn of HM Government bonds. 
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l 

hr ,x :'c' "t , 1"s qe rate of s't . rn c vii . 'L dT 'a~ ;r`, of i t. .. Iss c ti -i f t v, t1C i ,  r" 1', ,)q `or ' 1 r e `" r' ,iii o` 

asset d.ass as at that elatc. l he hate shown for hunts and derivatives is the tnrnh ntd exgected rate of return nor Imnhs/debt 

i I e is no cir gent of the present value of plo, u1 ;<s on the previous t 1 that arises fr plans that are w ;,l(y unfunded" 

h , l' "t P Tit ;i.ee has elected to use equity fa, ties and Interest rate ant ni .r. ion r at swaps E !ter vi +'s,  to drat . er the ins✓estr
l s e t.d hfil  } „Sr ru L, ,rs ~, ., on. :,

he eqt Ii 'lc-rl by 

in eqi sets 
it, Jing ~10.5bn E tar h : i1 t " '1. ",rr' Chr iT _eat ale and inn .tii. l r Va. 5 i ' jsutitohei i I t s tr . it 11 'H I t 
it,  'ft. rates ann itt tit (Vv CI :zi <e in i- .2im assumpti is ,e. l w e_it.iwate? uture pension lisbllille / and the eiQnUrnIC txp(,ssre of 

,nos iii Til  l' i , _ . ,.. i-I iibn). 

rl, ii 3 , -A I L it J U tT ii I , c. 'ns to .It i _ c a e u .i s 'I a ; (; wide, to~jr.` 9E w "i c , v J Utions, the 

IJ'.;.f 1 _ ✓ _ ,., , Id Q 
i 

_ '. II --"nt 

`I  tuture r__ I' r fr ,h I • r ,ir `i ,  /r ,i 'i1` r _'I_tnlsr. The PI. 1 t5 i acSt. 

nr i a r ,aril in t en imprc , ni_ ' I t n' 'n ii r - s ,e~ _ ti n iii n re, hr rir = nt t ft r t /n1 it n of r .,U I-i. 
~t S I , ii i , '-:`_merit 1.7 ' .Cy' ' i_ uT ci' ti V :. .It tlt. ic. wu e' C_,4. nI u a. irr IIIV ,coil -:: si clL, Y, :_ I el -S and 

1.0-1.1 at hltp"G' ryalmailpensrori, n.CO U)W_+(:,` T rt- 

a " it w ." , ,'l rid RMSEPP 

,: unae 
Accounting Pension Deficit Movemen 

0.6' 
1.7 0.3 

4.5 

(1.2) 1.2 ̀ (0.6) 
ea o ei 11 R1 

Movement in pension liabilities 

March Interest Net changes Employer Benefits Benefits 
2011 on pension in long term annual paid to paid to 

liabilities assumptions service cost pensioners pensioners 
and employee (reduces (reduces 
contributions liabilities) assets: 

2.9 

Movement in pension assets 

Employer Interest Underlying March 
and employee on pension increase in 2,012 
contributions assets market value 
into the plan of assets 
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o ism- t tt r, r. r tid . 

tin ire , 

The movements in ih ri, i l i >il „° icl._tc 

A on t ~~ _, unt. rate of the 
r al v r l I r ~ hi , 'I,tl~ 

2. L

lo t

rate:
3. T ,? at a 17.1/ rn ee col ,ons 

ns bF~ .,
zmbers of 1. is offset I n in pe iarn assets 

as

Items, gat. mpact the pencin

5 P 'n , ,ems , ~, n rte,+ ~i^n to 
F r U Ji i.Ci f. .'.L.G: i r „. 1, r',l c . i,  i er with employee. contributions, .u~ n .,_. ~.vu. .T . 

e .p~ ce rc y c r: ..,rn on re.nr,ion assets bowed on the March 201t1 6.5% blended asset return assumption (6.5% x £28bn assets 

f f mat incres n bonds. 
oration of 7 and 8 comprises tine overall return on assets or'r.:3.7bn and tris is the main reason why the accounting deficit has 

Tres a i n -_ ,t and liabilities. This is shown below and is consistent with the chart on page 99. 

ue of the plans as a follows: 

)innui A period 
or DEE ,Y r TO Iat, or G, Id 
r11 U _d. , I €>Jt. .~, ~.~ ici 

/'rihutions accrued 

, br ;,l .i s) 
tie' `fi 1T 1 t m rn ,rc. 

Pl-, s ssr , , er c period 

2012 2051..
Em £rn 

27,685`" 25,814 
455 761. 
144 152 
(8) 6 

1,775 1,714 
1,869 470 

(1,175)

Charges in the present value of the defined benefit pension obligations are analysed as follows: 

2012 2011 
£m £m 

Plans' liab I (32,186) (33.855) 
Current seivi.. ro ; (407) (448) 
Employee cone iii_ ms (144) (152) 
t.u;'aitmcr tc z, (31) (36) 
F r> _" (1,749) (1,881) 

. , aims (recognised in statement of comprehensive income) (325) 2,954 
F, ^ i 1,175  1,232
F Ir t t ,r t ', r icd • :33i667a:, (32.186) 

Toc cart t,nt r,  i r corinirr d rn r. .Mns -fp rt basis wifi the associated compensation costs. Eutimates of both are included, for example. in any redundancy 
provision use people paid compensate in in respect of redundancy during the accounting period. Such payments may 
occur in ac accounting period subsequentto the recognition of cons it the ncorr!s statement. 
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9. Employee benefits - pensions (continued) 
d) History of experience gains and losses - RMPP and RMSEPP 
The cumulative amount of actuarial gains and losses recognised since transition to IFRSs at 29 March 2004 in the statement of 
comprehensive income is a £462m gain (2011 £1,082m loss). 

2012 2011 2010 2009 2008 
Em Em Em Em Em 

Fair value of a; '., 30,745 27,685 25,814 20,071 23,923 
Present value a li. HI: (33,667) (32,186) (33,855) (26.847) (26,846) 
Deficit in plans 

_.. 

(2,922) (4,501) (8,041) (6,776) (2.923) 

2012 2011 2010 2009 2008 
£m Em Em Em Em 

Experience adjustment on assets 1,869 470 4.469 (5.481) (1.327) 
Experience adjustment on liabilities (5) (8) 673 (10) (169) 

This disclosure is in acc, ;'once r :H '` 

O 

A disaggregation of the amounts recognised in the income statement and statement of comprehensive income is as follows 

2012 2011 
£m Em 

Analysis of amounts recognised in the income statement: 
Analysis of amounts charged to operating profit before exceptional items: 
- Current service cost 407 448 
Total charge to operating profit before exceptional items 407 448 

Analysis of amounts charged to operating exceptional items: 
- Loss due to curtailments (within provision for restructuring charge - note 8) 15 47 
Total charge to operating profit 422 495 

Analysis of amounts chargedptcre w. ;;. ; ;ing: 
Interest on plans' liabilities 1,749 1,881 
Expected return on plans' assets (1,775) (1.714) 

Total net (credit)/charge to financing (26) 167 
Net charge to income statement before deduction for ax 396 662 

Analysis of amounts recognised in the statement of comprehensive income. 
- Actual return on plans assets 3,644 2,184 
- Less: expected return on plans' assets (1,775) (1,714) 
Actuarial gains on assets (all experience adjustments) 1,869 470 
- Experience adjustments on liabilities (5) (8 
- Effects of changes in actuarial assumption on liabilities (320) 2,962 

on 
the statement or comprehensive income before reduction for tax 1,544 
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Other notes • manciat assets, 
financial liabilities anLiabi(ite and 
hedging programmes 

In simple terms: 
The notes in this section explain how the Group is financed by providing: 

• a summary of financial assets (e.g. cash, investments and deposits) and liabilities (e.g. loans and finance lease obligations) and how the 
various risks associated with these assets and liabilities are managed (note 10) 

• an analysis of the pension escrow investments balance at 25 March 2012, established as security for the Pension Trustee in support of the 
pension deficit recovery period (note 11) 

• a summary of the cash and cash equivalents balances held, including balances held in the Post Office network (note 12) 
• details of loans and borrowings, including interest rates, additional loan facilities available and any security provided against the loans 

(note 13) 
• a summary of the m.lo~ .y  les for the loans, finance lease obligations and a; (note 1.4) 
• an analysis of the Sterling carrying of the financial assets and liabilities held in vai foreign currencies. along with details of 

interest rates, interest rate risk and main ity timescales (note 1.5) 
• information regarding the various hedging programmes in place to mitigate volatility in commodity prices and foreign currency exchange 

rates (note 16) 

10. Financial assets and liabilities - introduction, summary and ma nagement of financial risk    103 
11. Pension escrow investments 105 
12. Cash and cash equivalents 106 

liabilities net 
assets and Iii 
programmes 

10 2 
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'. lldl1c a. . `, and lam"; 't ' - i ` : . °' '  , . iiirra ' :koi' `°n nagemei"t 

f an cki F. tt""'l k 

1 he Group"s financial assets and liabilities are hosvn n the table be•ow. Subsequent notes provide more detail ' 

2012 2011 
Non-current Current Totat Non-cu-rent Current Total 

£m £m £m fm £m £m 

Sinn f= racy invr r t «pis 1,383 — 1,383 1,1.61. 1,161. 
;4 r — 1,293 1,293 — 1,101 1,101. 

Al sits 31 31. 44 1. 45 
,e /a ta 2 9 11 6 36 42

1,385 1,333 2,718 1,211. 1,138 2,349 
(377) (377) (375) (375) 

(1,522) - (1,522) (1,477) (1.,477)
7

(1,522) (377) (1,899) --- (1,478) (375) (1.,853) 
(237) (90) (327) (193) (65) (258) 

(1) (4) (5) -- (3)  (3) 
i i i „ (1,760) (471) (2,231) (1,671) (443) (2,114) 

Financial assets and liabilities — financial rise a:En, nr , ,m , t r rrectives and policies 
Zh' Sr  r c renal ■❑vial assets ant ha _ i ir err. Mt   ern deposits, money market liquidity investments. Government gilt 
era a„ r i vi 1 .; ::.n ' :ease, vi r . ..r. f,,- in i a" 5 m H : it e financial instruments are to raise finance and manage the 

a. eratlor I ... icial instruments such as trade receivables and trade payables, 
and << 

up enters ii . . . a.. re transactuti.~ . euirich create L.-  _1 _ ,. , i liabilities, principally commodity price swaps and forward 
ni • ts. The purr. 'e is to manage the commodity and cto , >ncy risks arising from the Group's operations. 

oughor. the year under review, the Group's poi ' ' rt no speculative trading in financial instruments shall be 

arising from the Group's financial  asset-, and Lira I s are interest rate risk, liquidity risk, foreign currency risk, commodity 
(he Board reviews az i  each of these risks and they are sur,

est rate risk 
market risk rny- , 1 ingas in intere`k '"'-. . I' <; h^ iha (;-n,.1a's loans and brrr ;"Iir7,,,- .I .# ,I+, "irl'" +1"i?•1r '_?. 

I , is, ; I 'r)yal fe'. :I i x. L 1 of £1.522rn t~i1 , 1 '€.' 1, .x r nr ,, of 1600m (2( '~'f 6'; Jr ✓ -i.a to , r. r '~'~ 
g .I, t~ c: :.t ~' .;' 1 averacg r[ r y J.war.u. - ~~ :~s? rat .c~ ;vi ~€ ; ~~_.i r~ss,Eaver 

120:i. " ?fir age in  5 d y'S)- these shr ztr fi, ,=,at,l in s.1
rE rr_.rr r are, rc~ .o ~ci r• e ✓aline out. of the iri ,:rest yield curvre. 

policy rr - r,_ st expense using an appropriate mix of fixed and variable rate financial instruments. No external 
er I i of erest r4a, r , I`_ urr it'rC , ke '. 

o in r, d urrency ri.,.-k~ 

n: expo I t i  i.E ,ve~te~ p yCrl rt c;t ~~t cr >r, In: ri^ ~I C cn-,o, a ~ r1 . h nr
i rr ~al I 3Se v 

y.

Nil posure s or Ilesss than r'1 rn and h  ginik is normally cnnrined to k,0/, of It  forecast 
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o tempt ther, r. r' ir tid . . 

nJnj,p , 

inancigi ,. _ %ki ' troductu : , :. I L °rinagemer
i nancial.

he Group's obiiga:ior, to settle wit seas postal operators is denominated in ',o( all '_)i ~ rir It _ of l`_.)=)Rs) - a basket of cur n( rs> 
'A tVised of JS c' Ji  (- (USS), Japana .e Yen, Sterling and Euro. Group Treasury o :,,i e~ .a 1 i~ g 1G-nreonso hedge programme, which is 

a quay An ex€ put 1 rr, , J10 11. 

ices of is r curr t.h minor currencies showing a closely 

1 r up s I rges in UKPIL in IJS  I April 201.3. 

I ht, Croup has tw'c tc 
~g)t 

o )ramr~ ,g 3vlririg obligations to settle Euro in projects in IJKPIL. 
-fho Group does net F fr :, the translation exposure created by the net assets of its overseas SL Psi  iesrnainly GLS. However, it does hedge 
the transactional expo ore created by inter-company loans with these subsidiaries. 

Commodity price mist 
TI re Group is e })0 .,t'E U ` J,'i ( f ° r1 c2 ,I ii n ,.1@ .t 4 G tF " t - , ja V '(ll . ,  111O', ' 

I of fuel 1 _ 

lads (I 4n it i 7( n .. ., ..i„., t R mice and U'-1 I-,,, i.ii" , I~ ice, r i r` "1~. - .~+  r" -`rn it On a corn `h ) f'a,is.

posed ing elm and 1)~ 
to re I eu o  luckng i into ixed -ar

`.
~ IFCr_ ir' J. ag+ _reat2d by Lhr' ~i, 'i~,i "i` ri "i"ta 'i-"' ° L'" L-`-`~ ~' a5 mark et s. ~ fhese ('` "" 0 ~'' ri lan~ .g y J C' 

price con tr _t vii suppliers and us products to manage thr i :pc ores. 

Credit risk 
Royal n° ;i c u i b,r, cr ,i: of , i ~n a u tt rri f a' it::cc 'ur,` c. worrier . f',e icvci of (=ed r c)r  d 1 bc,,,cd (rn 
a cos, dim

ore th s no'
'actors, a1':14 .'s are comrr e'i ' ,1° ^; I1 " :x Group's a,' {;1'Se for risk. 

~~ ,  ~ ~r ~ . ~•  -_ es correct `ard as and w 

7iiivall.

Iinan ( } 

derivative iris ' r ,iri rk tl G ur it Ls/lrades only are to credit risk arise., from 
default of the .xi num exposure cr. ryii ~l .r7,r ; ,.Hess in-.rru iei i+s. 

Liquidity rk
Tf r, Croup i, . .r~ . ', s cufficionr 

r  a to I 
rev wr1 to ensure c.on(it .=iPv 

-fh- Sr i ( i;` ~'
"r,a ,i  1 } or Post Office 7 

Lin red of L77dm exp r em ~r 
.) , (201 4::7; bun expiring) in 2u1 '). Aaditionally, the Group ha, L20or UJ'011 u uu-n) of uncommitted lines 

of r..redit which are review,

Capital managemert: 
Royal "Jail Holdings y , au,gd a d I'te Grci p gg~ .1_ ',,p a  ,1 , re 
prer'i "a, retairmcC , , 

, . 
r, ,., mu i ;/ 'J ;3 the 

t . r: l .. .. l .. e . ~' t. zrehold 
nraintaiiis its hi irir _ r-'quirements a I r, r, twrneiit of its irm f equity and debt it orr . 
shareholder as wgtii as drawing on lir 1 debt facilite, quii:y ra iu is Lietermined by its sha'

Sensitivity 
As a result of the mix of fixed and vai rt i g, a 1 i iry . 1C ar~rI corny oc.
Group has no material exposure too i , i.; , ;iti risk from ina , ,t rate, ex( -or commc .y. - (2011: Ji

10 4 
Royal Mail Holdings plc 
Annual Report and Firanciai Statements 209.1-12 [M_045082] 



UKG100043213 
UKG100043213 

i in p-nvido set ..nay to the Royal Mail Persian Plan (RMPP) Trustee in support of a 38 year 

At 25 March 2' J, _1 Jings plc ha, ..,I- a  - _, .,,,nsion s. ._row a- , y,al Mail Group 
Ltd h=~ c '' ~~~ ~ _ 

0 ~t a es on C:ertG rg g - ,which char „ Oren registered. 

r ed gilt edc, and conventional 
gilt. eugeu securitie ', .  

2012 2011 
Average 

effective effective 
crest rate interest rate 

% Em F. Em 

ix J t 

-, 0.4 1 0.4 3 
0.4 257 C 242 
4.3 835 4,7 707 

I' .i .ad securities (convert n, ; 4.8 141 4.8 122 
ie d in Royal Mail Holdings p4. (p , , 44) 1,234 1,074 

aaury bits 0.4 45 — —
curitie :dex0 4.3 79 4.7 66 

4.8 25 4.8 21 
i,• , 'r ai. Ma't r t —— —— — 

149 87 
r., cp 105.0 1,383 1,161 

Treasury bits, index l inked gilt edged securities and conven+inn= l gilt. edged securities are classified as available for ,ale financial instruments 

r , r ~~ ~r ~ _ r 1 I  _ r reports
_r F 4 11 Id s are measured at fair value wiLr gains and Losses being rec':ogriseu in the Financial 

AS n—it er

H r ~r n 'h. - , r r,~ escrow it ,r. .y. . ,t , .F _? , ?i.;,' 1 .!ecrease o- :"' u ,!F n 45rn (? —1I £ci4 , i) , r '. rr he 
ry tr ' r ~, + 1 

3. 
lr yG"'E z-?C I) i0, =m it I t, a' iie n •r rt I~'c ne nc inF A tH rig ,nr, 1i '4 =m air ire e' r in ' 

i , b v .ils Ji :. -IC P- .ii ,.,W[ _ley preV(oU'S ly ue0 Utiuer 111,17 rcdgr.' 111 escrow (L'...I., t le' s CC i i  it-IC`d ci 7IUI11 eS rGb'V, 5u1)L'u t.Ul.ef1 

b~   i . . i's). 

As from F of alrr~~ . all of F I_ ., 5, l Ivies an : E. .an ass. , _ , i ur'it, Roy, !fail 
c ~ r  Ii I 

r r F F nvestm€.rus t, v; F .I tt Vial Group 
i i re e r ' 'a la :, t r ,t i;r sn nr' 'h
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Notes to th . I r k tcd. 

financkd H t a ` 
(continued.) 

12. Cash and cash equivalents 
Cash and cash equivalents include cash in Post Office Limited's 11,818 branches and other cash equivalent investments as shown below: 

2012 2011 
Em £m 

Cash !n the Post Office Limited network 759 704 
Cash at bank and in hand 171 100 
Total cash at bank in hand or in the Post Office Limited network 930 804 
Cash equivalent investments: Short-term bank and local authority deposits and money market fund 
investments 363 297 
Total cash and cash equivalents 1,293 1,101 

Cash and cash equivalents comprise amounts held physically in cash, bank balances available on demand and deposits for three months or 
less, dependent on the immediate cash requirements of the Group. Where interest is earned, this is either at floating or short-term fixed 
rates based upon bank deposit rates. The fair value of cash and cash equivalent investments is not materially different from the carrying 
value of £1,293m (2011 £1,101m). 

13. Loans and borrowings 
Below is a summary of loans and borrowings at the year end, the average interest rate, facility availability and security granted. 

2012 

Average maturity 
Loans Further interest rate date 

and committed Total of loan of loan 
borrowings facility facility drawn down drawn down 

£m £m £m 7 year 

BIS loans 1,522 300 1,822 6,1 2017 
BIS loans 377 773 1,150 0.8 2012 
Total 1,899 1,073 2,972 

Average maturity 
Loans Fu-thee interest rate date 

and committed Total of loan cf loan 
borrowings facility facility drawn down drawn down 

£m Em £m t; year 
BIS loans to Royal Mail Group Ltd 1,477 300 1,777 6.3 2017 
BIS loans to Post Office Limited   375  775  1,150  0-8 2011 
Committed facilities 1,852 1,075 2,927 
Miscellaneous loans and borrowings in subsidiaries, 1 - 1 4.5 2012.
Tot:a'. 1,853 1,075 2,928 

The undrawn committed facilities, in respect of which all conditions precedent had been met at the balance sheet date, expire as follows: 

2012 2011 
Em £m 

Fapirino in one year or le,

but n -i two years 300 775 
Wore is ~~ -s 773 1300 

1,073 
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, _ ti'';.L h L."` 'H ' f .. m at." ;u., 
( a 

fhe following securities apply -: the Group's committed facilities 

2012 2011 
Facility Facility Facility Facility 

£m end date Em end date 5ecu
Royal Mail Group Ltd senior debt 900 2014;; 900 2014 F -"  ~ ~ ' ~'I G''1 I 
facility r<

I . l

Royal Mail Group Ltd shareholder 422 * 7
loan facility 
Royal Mail Group Ltd other drawn 500 2021-2025 ,;: 
down loans

_.—._...._..__.._...._—.._.... .—.—.._....._.. " _........._..........-
1,822 1,777 

Post Office Limited facility 1,150 2016--1 1,150
and op cd and s ns 

Total— -- --  — 2,972 2,927 --— _ 

I..car facilities are repayal1l' on tha later n( March 2016 and the release of the pe-ision escrow investrrent, 

The negative pledge Is an agreeme t not to grant security over these assets or to setup a vehide that has the same effect. 

The ,up Ltd shareholder loan increased by £45m (2011 £40m) as a resuli.Iii ILrest added to the 
loan t 

..: e Limited facility of £1,1ri0m is currently restricted to funding the cash and nearh ;i :. i i . Post Office Limited 

5 Icens to Post Off cc Limited under the facility are short dated on a programme of liquidity management and mature on average 
y aftt E ay). On maturity it is expected that further loans will be drawn down under this facility, which expires in 

io L above - with the exception of the £60m (2011 £102m) mortgages over certain 
01 'a ~r . li~,rted in Iv1arc'h = :L1 

~~ _td and Post fls{ Limited become repayable ammediately on the occurrence of an event of default under 
, '➢ ~.e )u,', hr C c, cl FLt l In EE n 1  ci c n Tt ?it: i'1 C n 0 n °dl 

Itj.:.:.iJtrt1IflC5p. It is not ai  _ip e3 that the Group is at risk o br at rang any cl nt- t Li i i ll....... . s~ 
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Annual Report and Financial Statements 209.1-12 M_045082 



UKG100043213 
UKG100043213 

o -t the  r tid . . 
rr'j me 

nJnued 

"iii' "if a~ ai _'.Mi 
',l 

.~... i

Below is u t-rn` i when a(, the financial liabilities `~ I 

to 
Loans 

and Finance Derivative 
borrowings leases tiabtbties 'Total 

Amounts falling due in: 
One year or less or on demand (current) 377 90 4 471 
move man one year tnon-current/ i,ae4 esi .L 1, IOU 

More than one year but not more than two years t 600 55 1 656 
More than two years but not more than five years 145 145 
More than five years 922 37 959 

Total 1,899 327 5 2,231 

2011 
Loans --------------------- 

and Finance Derivative 
borrowings leases lia:ailities Total 

€m €m €m €n i 

375 65 3 443 
1,478 193 -- 1,671 

ars 50 5( 
¢ ` not moe than five years 601 109 -- 71( 

(viore t:1 t five years 877 34 91' 

Total 3

Obligations under finance leases are either unsecured or secured on t, . : ~. =. sets. They , re re anH ° _ ' ~... .sunts 
over their maturity periods. The average interest rate is 4% (2011. 5%). -I he am a z r ,i i + , r =_ 1. more than 
five years)-

1 O 
f5 Royal Mail Holdings pie 
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, ti" CLF. LI t flLJb1 t aH L `f `p tflP~.. l T.1F t,t F3 "~ I .:liS ). v 1 ::tatt

hr a:  n 'N 0:00 ' t( 1e "o 4( ICI (Ol 'it: . C ::r"It r t :.l 'at 10 :5 
' f r C'. 7t  71 al:" t r _ F sr r .n ,ra" , Conn or, ance F. finance 

-er C -Qti 't ill t saH itt .n 'C: n,' a 1. 000 k( '_:._( I(( - l ,, ) I -111 [1..: .id:- r -'i1 l ii toieoo.. F ..`( tl. S in ti'.

u'._.dli I. 0:. -,  ....1 00 .  ~. uch are 
flows repr e undlsco o mnrecasi outflow. 

2012 
Gross Gross Gross 

loans and Gross payments on payments on 
borrowings finance lease derivatives derivatives 

commitments instalments Sub-total settled gross settled net Total 
£m £rn £m £m £m £m 

/,

"tend (current) 
More than one year (non-current) 

423 102 525 316 3 844 
2,081 351 2,432 3 1 2,436 

More than one year but not more than two years 646 63 709 3 1 713 
More than two years but not more than five years 88 157 245 - - 245 
More than five years 1,347 131 1,478 - - 1,478 

Total 2,504 453 2,957 319 4 3,280 

Ito ., ,.d Cross payrnr pa t° .000 
as finance lease c I ; 

cc l-mr tots instalments Sub-octal settle, ; rns- 'tt T r`.c Total 
in Em £m _]r £m 

" °l00--,ar - t, Irr-nt} 424 76 500 379 2 881 
1n > to on n, (I )n , i F' ,n ! 2,144 308 2,452 3 - 2,455 

I, 0110 ).h I Cl cf .,u 10(0 in . oe lea 1.01.0.1 y: cars 51 58 1.09 3 - 112 
M) ,_r", I , ) m , . not rnor-F ran five s <'lars 717 119 836 - - 836 
More than Five years 1,376 1.31 1,507 - - 1,507 

Total 2,568 384 2,952 382 2 3,336 
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o m-t ther, r. ' dr tid . . 
f d ya d, atfte (ends 
tl °i nJnjpJ) 

ds 
 

s';; , l 

ol.es show the currency, d est rate of  Group's fi n,- c a" ctt- <n t Lir 

alues 
rece~vaoles, payoAul ->, prepayments and client ~~.v have been omitted from this 3ra9'sis on the basis

is z; reasonable approx rn, on for fair value. > of r:,ion scheme a liabilities are also excluded, sir values have been
nted "nprop

:.V ~ , P i r 7i -, r^  ,7 f Ij. 

Iho- ao va e .i - =ir r t%t f: urr <",F i r, ~~'[ a ~.:'~ pmt. For al. c re °in 'c :i it . .ruments fair va ,n is equa', to the 
carrying a'i-icunt. 

11 t„J 
I"1 Royal Mail Holdings plc 
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15. FinanCir( 'e "_ `;:sL( '; 
.,.t 

fe:  .U'iA wai 

The tables below also set out the carrying amount of the currency of the Group's financial instruments: 

r~t l 
Level Classification Fm Sir 

F 

' . ' ' :'rid or in Post Office Limited network 930. 804 
Mt s 363 297 

Is 

uosits - loi € nt. 

Loans and receivables 314;; 
Loans and receivables 

Loans and receivables 49 

142 

29 

126 

1,293 - 1,101 
t . !r-IJrrE'nf:P 31 1 

nielJlucal gc vcrnn,ent Loans and receivables 1
Loans and receivables 30 

ts -invc7sti on c gin) • ~s Loans and receivables - 44 
j nt) 1 1,383, 1,161 

1 
Tr I 1 Available for sale 302 242 
Gil, 1  rrities (conventional) 1 Available for sale 166 143 

- Gil ~ t =lntie, ' :x) 1 Available for sale 914 773 
0c"•rivativc. 2 9 36 

2 2 6 

2,718 2.349 

Financial (iah
flans and b; `  i ngs (current) 

,u iii r;n", i ,n, ~r lc iE ease,, (non-current) 

✓a00e (about i ur ref 

,er vative liabilities- non-cure ent 

o , i flCiE1L b ,i 

e n, t onal , 

Amortised cost 

Amortised cost 

--- 
An" d :ost 

Ar' 

Arror ise€t cost 

2 

2 

(377)' (375) 

(377), 

(1,522) 

(1,522) 

(237) 

(4) 

(1) 

(2,231) 

487 
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o temp NO the Cor r, r. ' dr tid . . 
f ff1 rr'j m(efi 1 

nJnued 

ire are no fi i r is or 1 ':i[ities ua .i at fair income stater it on inl.ial recognition. 

aria for cod .,un of 1 in the tab on the prey .., d in the acc, unting policy Fair value measurement of 
1ent5' on paf" , 

Is —in dlent 

dc to a ccunt.erparty wank wt d has provided a letter of credit in support of a lease payable obligation. 

C'n - c9m current, c 'rr, non-current (2011. S3',,„i current, `5rt non-curr n cum it, €1.m non-current 
lil lued at fair val re. f ti

fie. n, ;'eci 
e• 

<asi flow neaC e f IQ_l iF 3'- aie deferred into et uity. kll order U idin ,e_, , ( 'rlv.tive (2 i:" value are taken S,.raigM.. Co tht income 

it.. 

No : l;' tr ii, .it< zt , ,,e es 7d1 . iu l u, ti t . Js ~ us page are either past tIL G'' tE, ,I , ed to be impaired. 

the net total financial assets are e1 " ;n various different currencies as summarised in the ow. The majority of these financial assets 
are held within cash at bank, in h, id o- in the Post Office Limited network. 

Sterling USS Euro Other Total 
Em £m £m Em £m 

ir f % 275 22 146 44 487 
14 82 1.10 29 235 

,t rest rate €sk 
est on financial instruments clay fie' ar tlt,- ' in re-~icr'd at intervals of less than one year. Interest on financial instruments 
lied as fixed fixed until t ui r.1re. inW,lc.

h= a bc car r -'~nc ,rr  by irraturity r :h.r Group's financial irrr;truments that are ext?o<ed'.0 earest. rate risk. The 
he 

2 0l4 
rrt -rr ry 'e, ic,, nr =rr or `71' :"yY ,r,, Yre= rc,- t la 

rt 
r'~ lt! sr

_L 
"1 2 Royal Mail Holdings plc 
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15. Financial assets and liabilities - additional analysis (continued) 
Financial year ended 25 March 2012 

Average 
effective Within 1-2 2-5 More than 

interest rate 1 year years years 5 years Total 
t Eno £m £m £m £rn 

kx d rote 

4.2 28 -- - 28 
' ft: tints: 

-)r term cc Yn its - bank 0.7 30 -- - - 30 
in .t,cial assets -- i vE tr: not 'current) 
r tort-term dep HHH rv~ ~ritetrt, ioc-u 

rvernment 7.7 1 - 1 
" ort-term dept 2.4 30 - - - 30 
in, n-iai assets -p n on osc..ow investments (non- 

o ed securities (conventional) 4.8 - - 166 166 
0.8 (377) (377) 

r' , ' td 8.7 - -- - (922) (922) 
no to ::r no cc 7-+ ro 3.9 (90) (55) (145) (37) (327) 

OH (378) (55) (145) (793) (1,371) 

0.5 127 127 
a, iiv ter. in ss ne,,ts

0.8 314 - - 314 
0.8 19 19 

gists — t. I I I
cu erl 

Cao at bank 0.4 - - - 1 1 
!is 0.4 302 302 

- rfP.ies (index inked) 4.3 - 914 914 
Gaup Ltd 2.2 - (600) - (600) 

-- -------- ------- — —  
460 (600) - 1,217 1,077 

and or- in Post. Office Limited network 775 775 
9 2 - - 11 

(4) (1) - - .. (5) 
780 1 - - 781 

a e3; 8.62 . .. .... ;,;(654) (145) 424 487 
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m t ther, r. r tid

tinjrp. , 

Z . inanci~t _e '_ _ r `;:gds' 

Financial year end arch 201:1 

Average 
effective 'Ni;hsi 1-c 2-5 man 

interest rate 1 year years years 5 years Total 
di Sin fin 4m £m 

ix I r 'e 

3.9 1.2 12 
r. J rt investments: 

0.6 29 - - 29 
term '_ ink 0.8 92 -- - - 92 

in.;nvial assets - 'anent' 
sort-term depc 1t, icr,.1 government 7-7 1 -- - - 1 

assets - investrnem., ion-cure Iti) 

0.4 - 5 24 15 44 
,, nsion esc ow RIVE on-

r' 't c"' at onal) 4.8 - - - 143 143 
1 0.8 (375) - - - (375) 

.d 8.4 - - - (877) (877) 
s 4.6 (65) (50) (1.09) (34) (258) 

1 ,lit,., ..J r.}atr~ , in ,i~ ddes 4.5 - - (1) - (1) 
'. o!;1. (306) (45) (86) (753) (1,190) 

a:ing rate 
0.8 87 - - - 87 

0.7 142 - - - 142 
r -bank 0.8 34 34 

- } rision escrow investments 
nl) 

k 0.4 - - - 3 3 
0.5 - - - 242 242 

i .i€:r, (index linked) 4.7 773 773 
3.0 - (600) - (600) 

263 - (600) 1,018 681 

Non -interest isearing 
Cash at bank, in hard or in Pas€. 0 ti.E 1. i1 C1 network 70 r - - - 705 
Derivative assets 36 6 42 
Derivativeliabi(ities (3) - - - (3) 
Total _ 738 6 - - 744 
Net total financial assets/(liabilities) 695 (39) (686) 265 235 
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o tempt tt r, r. ' dr tid . . 

T f 

1 . e ko rpr 

the Group's I Mmes is to miter -`~ ~' - '
.l ,r in comrnr. ` - i prices and foreign exc ge rates

10, interest ro r ate financial inc

Ji ntratlono of o designatc
,U t.a Ver .tip w_ c ..., 1, lG 1, `iJ s .,h J, c ~ji  i , .hat all

,edge: programme during the current or  pievijusye ar: 

nine user- " ' raid co ty price sw, .' i?S$ or Sterling and forward currency purchase contracts to 
:rrn comrr~;-(ir rrr ._tl rrt lq' tn,t ,rl r r r r h .rise rates for forecast diesel fuel purchases. 

li) C currency p I ase contracts to hedge the exposure arising from US$/Sterling 
cy 'il rL rt:c_, for foret r

iii) Cl >I nrogramrr or:r ' r ry our chase contracts to hedge the exposure arising from Sterling/Euro exchange 
;nt kcI 1 rsi I c oc„ , it:ure on

iv) The e uses for sure arising from electricity prices. 

v) The c, tx uses award corn, as to 'he exf , -1,g from gas prices. 

I e may o  ,:~ nrne t, v it to be de_ as a cash flow hedge p
ilrrency tr rc:hase contracts to hedge the osure 

« rs. 

eau de Ch s, the UV
nK , l ' ;)e to ii<a II grid ,P ,.a, ar on --1 r vo 1t, tr; i1, nr ,_ r ,ar. lc rc ,J I ' COLS. The der _-nP 7 .,,-di ' '. of

rcgrammes are riot rn~" ir,1 

aa:"medity price hedgi° ;t 
h= ;r ,af rri c, 2 ari ac vii -s I ~t. in the cons   i of fue'. ( It' ii€_ r - ~c 't=t ,~IEr tricity am.; gas. The

. . ., (at are
(f 

nos the tort 1C`: ~t,, rl,,_ ;r t, , r. `c' itrrrs
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o tempt ther, r. r' dr tid . . 

t in u , 

l [ a grammes (continued" 
Expected consumption

March March March 
lu ending Year ending Year ending 

Commodity Risk 2013 2014 2015 

Diesel fuel US$ price and $/£ exchange rate movements 91% 51% 9% 
Jet fuel US$ price and $/£ exchange rate movements 90% 66% —
Electricity £ price movement 83% 85% 20% 
Gas £ price movement 78% 80% 9%, 

Eupr
March 

Year ig Ye) I Year ending 
2 r1.2 2014 

exchange rate movements 
it  --

a,:: nt

-oi sign curre ,icy hes'Igr J fi r r:+zn co, irr ,,dl, a t• :.very. 
v emalty. This is 

`r 1tt ri, [ r -,f, rqr ic' rrr u'y-

9t e %a al rev, ',Lic ! to cur .in, rnai {rt p .e_ xt ie. t._i(_';Tce shed es, me it no net. s arise ii

vn5 o on f7 u es for the to ia, ,! C tihc pr,7,ju, , s 

acts to fix the c Jhe cur , .y 

cosl t, _~ ~i tiF u lgn Currency cent ai_ 'u in is J_. u~ C ~tii i i It _fit 

ar the year end covered 90% of the e,: :,sure for the year ei i j earth 2013 (2011. 90% of the 
012). 

;,AiULIs 

n time, the der we in these ca ter in the money t. 
the 

'norm, r;r -1"} 'a; n .'r• rr, ; R ,?r' 0?r`5r' tV1^r" r , ;.,. 'it 'a' '}<rt rates. he gain.

:q1 i1 t is effective) and t?ri 3E° d~Id.t'C~ 

,i.~ v If" '. ICI ¢: a5`_ U uli C 'c3't a iv +, _' derlvc0 

~ l ~I aules show Lhe derivative t_ontracts entered 

w 
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. ça c grammes (continued), 

isrrnodityl 
rE,ncy 

Oaininal 
:amount Maturity date 

Average contracted 
commodity price/ 
exchange rate 

Derivative 
asset 
non- 

current 
fair value 

£m 

Derivative 
asset 

current 
fair value 

£m 

Derivative 
liability 

non- 
current 

fair value 
£m 

Derivative 
liability 
current 

fair value 
£m 

2012 

Diesel fuel Diesel fuel 191k tonnes Apr 12 - Oct 14 US$963/tonne 1 7 
Diesel fuel US$ $184m Apr 12 Oct 14 US$1.58/E 1 (1) 
Diesel fuel Diesel fuel 32m litres May 13 - Jul 14 £0.5/litre I - - - 
Jet fuel Jet fuel 29k tonnes Apr 12 - Sep 13 US$1,017/tonne - 1 
Jet fuel Jet fuel $29m Apr 12 - Sep 13 US$1.58/E - - - 
Air conveyance US$ $28m Mar 12 - Apr 13 US$1.60/£ - - - - 
Capital programmes Euro €21m Mar 12 - Jun 12 £0.84/€ - - - - 
Electricity Electricity 695k MWH Apr 12 - Oct 14 £55/MWH - - (1) (2) 
Gas Gas 40m therms Apr 12 -- Oct 14 £0.70/therm 
Cash flow hedges 2 9 (1) (3 
Other derivatives - (1) 
Total 

2 9 (1)
(4) 

Derivative 
liabiliy Derivative 

non liability 
A racy cor ar cd -er nt 

ty! Nominal 
n 

ell Diesel fuel r /r:fA tonnes Ap 1.1 ->n U5$795/tonne 4 7 

r Bpi US$ 7aa1#rn Ar 11 -J :.n 1.~3 US$1.57/E - - - (1) 
W A :rv, tce US$ $25rn M, a1 Apr '1.2 US 1.63/i - - - -
a ages Euro €67rn M 1 Ap, 12 60.85/€ - 2 -
1 rici[y Electricity _, ,=4 11--J An 13 f46/MWH 1 3 - 

Gas 
` 

11-- A. 1.3 f0.56/therm - 3 -
- ------------------ -------. . ------- — — — — — — 

5 
 5 — — 

('1) 
ytiyus 1 .1.1 ._ (2) 

[no 6 36 - (13) 

Other dprivetives represent hedges by the Group of other forAnn exchnngr and cornmorfity price exposures which are not designated under 
A fr ;  je of of t I _ i .,i . i .  i , i lh 

yr ocerators an t Aw of inter-c' .ir na corns with ov€- vas sub-ad .' vs). 
",.. H Ye anti # saction there car be differences between derivative 

rat lances (shown aoove) and the balance on the Hedging Reserve. 
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Other nctes 
ncarru J 

t 

v ice' 

The nt ~_, ~~. > _ rt .t E; r I~ in other costs incurred by the Gro~tr

• other , , iation and amortisation and jes) (note 17) 
• income, tax ax assets/liabilities) (note 18) 

• finance income i i ice costs on loans and fi nance le 19) 

17. Other operating costs 11.9 
18. Income tax 120 
19. Net finance costs 1 '2 

11 6a Royal Mail Holdings plc 
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17. Other operating costs 
Operating profit before exceptioral items is stated after charging the following other operating costs: 

2012 2011 

Pensions charge (note 9) 419 458 

Depreciation and amortisation 
Depreciation of property, plant and equipment (note 20) 269 250 
Amortisation of intangible assets (mainly software - note 22) 33   36 
Total 302 286 

Operating lease charges on property, plant and equipment 237 241 

Costs of inventories expensed 178 160 

Research and development expenditure dui immg the year amounted to £nii (201.1. S:n'1). 

The following costs are relevant in understanding the extent of the Group's regulatory costs and statutory audit costs: 

Regulatory body costs 
Postcomm 6 10 
Ofcom 2 —
Consumer Focus 3 3 
Total 

— -- —— — ------ ---- —— — — --- 11 — — 
13 

2012 2011 
Auditor's fees £000 

coon 

Audit of statutory financial statements 597 597 
Other fees to auditor 
Statutory audits for subsidiaries 1,706 1,398 
Other services (including regulatory audits) 669 471 
Taxation services 78 55 
Total 3,050 2,521 

The Group paid £267,000 additional amounts in 2012 in respect of the 2011 audit (Enil in 20:11'n respect of 2010 audit) 

Royal Mail Holdings plc 
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the : r' dr tid . . 

i t 'a ii .. t9Ttea(efts 
t 2nJnJPJ) 

The major components of the income tax charge for the years ended 25 March 201.2 and 27 March 2011 are 

2012 2011 
£m Sm 

Tax charged oi—ne statement 
P ax: 

icome tax credit (43) (16) 
36 35 

— (1) 
rer.,et c, ur rin iu :ri .r , ,, rt l ;: cr in ioi years 2 --

(5) 18 
r: orne tax: 

l r me nFi O o" "~ ~'^nces 15 88 
Ir g-, ret r )r i , _~ itei _ell 10 106 

Ta ch rg,,d " ro e
charged or credited directly to equity: 

~ e (8) 4 
us aduril. rients on (<nor cal asrtets rovestments 31 5 

1C rrr av 1r, g c in _J i rr IY.y 23 9 

to

26 23 
e 7 92 

33 115 

A rec rges and the ter luct of account ii i , pi it, u)s r .Ir ,i , oy hr=. UK rate of Corporation Fax for the years 
ended 2 and 27 March 2011 is

u..re......,. s— *,.wwe..x ,....,:.w,.~.....~u. tiwa.uwu ~u aw u...b m., .. e..7 aw sw u....x.

2012 2011 
£m Sm 

263

:r< -)oration Tax of 261 (2011 28%) 68 (43) 
(1) (3) 

ir prior years 2 (1) 
(8) (12) 
15 15 

e profit after tax charge included in Group pre-tax profit (7) (8)
do _re e.i rtt' ,u4;~ in tax charge resulting from derec:ognitionJ(recarnition} of deferred tax assets (15) 192 

i E -I t ,7i, eligible for relief (48) (28) 
(6) 

in the ncome statement 10-` 106 
4% 

! 1 Royal Mail Holdings plc 
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Deferred tax relates to 

Balance sheet Income statement 
— 2012 2011 2012 2011.

fm €m fm €m 

ICL ei  '4E f U irCt 'tIL (1)

(18) 10 

il,r1 11 dances 9 (9) 3 
,tr r .~ 1 3 (29) 

. rne 5 6 (1) (62) 
y lei etices (8)

9'

le I:> -rr t li il,ity (9) (2 
.::. 

15) (88) 

The Group has unrecoc led deferred tax assets of £1.,512m (2011 £2,017in). c", ;,-ising £634m t1 €1,218m) relating to the 
' slit oblirt Jri, £1+81a /' 2m) relating rn r r " / % ? relating to 

'la at are availat, offset against, f<<ti e ~x, ale ro s. hr ;r pup has capital , the tax effect 
-- m) and tempo y diffcrence (2011 £91r 1i over capital 

liabil 
at their ted id ari~se. 

Fi n h Erf~,c. from 1 Apri( 2G'a-2 T z crratt :. i I ,or<a rr,1 
f 1 

° 5m hr. t4., r ..,..rir ''r 
nr } , " , l .yl~' .~ , «1 rl ~<' h II ii„ I f 2Y'` "i~ le -_EI r' il t 7t

rt'Fi l=' 1r' V th h-, ii 71 F -ll €) +. i IV, VE' . It' ~t . i"(;. '( w '1 , t€, iIt J 1Ti '. t , 1 '. t :'t JI' .: lE t ._e 'r. C.i:; is 1 i i `ed 
t, x,. wt ~ ,i_ ~. , ~: r e a ~~ e ~t ~. ~, ~u tom. ,w- t~ 1,t~ eU<a; :c. ILe 

-,: i a Id, based o - _, at 25 March 2 .2, red he C .up's unrecc ,riled 
deferred t, r . . ~ ~ § 'IJc rn. 

Al ? ""a "', ire was no rer non set'.P or imrecoanised deferred income tax iahility (<.'011 Ind) for taxes that would he nayahle on the 
Pain o 1°

s1r if =-,r ar )rl Ts oe remitted due l:a the av, lai _ito ;f «er of srns and other felif 's. 
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o temp t taer, r. ' dr tid . . 
T!.fl 

nJnjpJ) 

The following analysis excludes net pension interest. 

2012 2011. 
£m 5n 

Unwinding of discount relating to legacy share scheme 
• , _ 118 

---- ----
118 

—  

• L. 1 r ,. (45)
• z   - If -  (9) ) 

-in ac la ;oe (54) — 
9) 

,veL h6.9cra_.~ CUSis fe); tudrrt trig. pttt5.UWt rrt.erist) 64

The finance costs of £11.8m (2011 £11.4m) include £16m (2011 £13m) in respect off nance charges payable under finance lease contracts. 

The finance income of £54m (2011 £69m) includes gains of £nil (2011 £6m) on available for sale financial assets which were released from 
equity and recognised in the income statement for the year. 

1 
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Other
, ., s 

balance fl et

1 sit" ̀ qle U, v",,3 

The regard , a r rtr•in assets and liabilities shown in the balance sheet, most notably: 

. pro es, which are ' y. uric cost (what we paid for them) less: accurrlulated 
heir usage wt ̀,irt ,_he business ov ar n t,  t rl to frorn 3 to 50 years); and impairments relating to under-

their objective of generating occ 20) 
-Y(i I sr i it y , ,,iX iy , c G t on _,,v _,u :Isidiar),'

as our physical assets such a_,

w y ar ~. 

• invt _,Lr , i,  1 _ , i iu dates 'a U U of the net assets r llese entitles (note 23) 

• amounts owed to i related parties, v✓hich have been Tv, jdU The Royal ho -)n Plan (Et xnd the Group's joint 
ve'i. iltc to ~. ~ _ ubsidiaries, 

associates r. ore are also p.,  «2 

20. Property, plant and equipment 124 
Ga,,ds✓itl 125 

u., rtcjibl.e assets mainly software 126 
127 
123 

129 
res 129 

130 
c3 ~e  ilp ion 131 
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20. Property, plant and equipment 

Long Short Plant and 
Freehold leasehold leasehold machinery 

Em Em £m £m 

Motor Fixtures and 
vehicles equipment Total 

Em Em Em 

1,592 277 693 1,182 472 1,008 5,224 
(16) (1) - (8) (3) (5) (33) 

~ttior; (32) - 32 - - - -
132 2 30 114 29 40 347 

,r 's (58) (1) (8) (60) (16) (6) (149) 
ri(at non-current 

(20) (1) - - - - (21) 
1,598 276 747 1,228 482 1,037 5,368 

rec a >ry. impairment. 
Mari X1.1. 863 169 470 722 258 910 3,392 

Lxchange rate -movements (4) (1) - (5) (2) (4) (16) 
F ' r , (9) - 9 - -
f_ _ ;.e.17) 47 6 45 82 54 35 269 

6) 4 - 1 -- 1 14 20 
(16) (1) (8) (60) (15) (6) (106) 

un to non-current 
(16) - - - - - (16) 

l. ." ,2 869 173 517 739 296 949 3,543 

..• : , .€~ . 1x'1 :1 729 103 230 489 186 88 1,825 
729 108 223 160 21.4 98

,e. ec :riv i ; es are rli   c 137%. ' ru ic it ._to'ded on fteeh, i_r nd, Wi n p'

,u ) rNI Ui ,UUinLJ._i`. F i i 1 _ _ i __ i :i IL 

The net book value o it and equ rr if N 1 "tr ! "'1 _3 ) in 
rf -sr i tl cc  of construction. The net book value of tb and and It ,1r,; it dens g".-:389m (201.1 c38i3m) in 
ILJI

nt, z.~'~17m 2 ins include borro _ing rusts cape allsed in rc +til r to specific pt ,lit n is _ts it 2'2rn x'01;?. S:n'

on ,  ci -. n or t"rront was i , 1p ic- n,d nj `H i'tote f fh "t vY ion e;( , :;tr in iC I' " "'"1' it,, vi "YT "t° 1+:"(es 

ill :c 1 c 5>e' _ JJJ t7`_ C;6 it `= c, "Y tl y c n ;l o =r L e , ':dr iv - -, -: :: ld n.. rri .- j LJc rCi st 

"   C I I ~' __ ~~ y '.ly .1.. CJ IL i~ ;~'.- .w _ s~ 7 ~t 

or ' -,any s ruin Pension plan, RMF"P, Were transferred to HM toverni-n nt these mortgages pledged as set Itlily to the RIWIF"F T-ustee. 
were released. 

A residual cash flow analyse determines a prirc that could be paid for the property given the expected if complete' value of the propose d dcvefopmentand the total cost of the proposed 
development allowing for market level profit margins and having due regard to the known characteristics of the property end the inherent risk involved in its development. 

124 Royal Mail Holdings plc 
Annual Report and Financial Statements 201.1-12 

[M_045082] 



UKG100043213 
UKG100043213 

20. Property, plant and equipment (continued) 

Land and buildings 
-------------- Long Shcrt Plant and Motor =fixtures and 

Freehold leasehold leasehold machinery vehicles equipment Total 
Em Em Em E-n E-n E-n Em 

Cost 
At 29 March 201.0 1,719 267 601 1,143 460 964 5,154 
Exchange rate movements (5) -- (2) (1) (1) (9) 
Reclassification (75) (4) 79 (2) 3 (1) - 
Additions 74 19 17 85 44 52 291 
Disposals (109) (5) (4) (42) (34) (6) (200) 
Reclassification to non-current 
assets held for sale (12) - - - - - (12) 
At 27 March 2011 1,592 277 693 1.,182 472 1,008 5,224 
Depreciation and impairment 
At 29 March 2010 891. 166 387 682 233 860 3,219 
Exchange rate movements (1.) - -- (2) - (1) (4) 
Reclassification (40) (3) 42 - 1 - -
Depreciation (note 17) 44 7 38 74 53 34 250 
Impairment (note 6) -- -- 7 10 1 23 41 
Disposals (21) ('1) (4) (42) (30) (6) (104) 
Reclassification to non-current (10) -- - - - - (10) 
assets held for sale 
At 27 March 2011 863 169 470 722 258 910 3,392 
Net book value 
At 27 March 2011 729 108 223 21.4 98 1,832 
At 29 March 2010 828 101. 214 4`1 227 104 1,935 

21. GoodwiRl'. 
2012 2011 

£m Em 

LOSE 

At 28 March 201.1 and 29 ( I 628; 636 
Exchange rate movements (32) (11) 
Acquisition of businesses    3  3 
At 25 March 2012 and 27 March 2011 599 628 
Impairment 
At 28 March 2011 and 29 March 2010 431 439 
Exchange rate movements     (21)  (8) 
At 25 March 2012 and 27 March 2011 410 431 
Net book value 
At 25 March 2012 and 27 March 2011 189 197 
At 28 March 2011 and 29 March 2010 197 197 

Royal Mail Holdings plc 
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taer, r. ' dr tid . . 
i 1 'a ~ ..t as (efts 

nJnjpJ) eed' 

The carry of goody, 7g on hushl
'~ Y^ (" t ,•pi -~t~ 1 7r I( ~i ''i (_ , . 'rir Erir r r ~ i-t • ~" 11 _ -y+ _. 'l 7~' ( 'r" 'iS 

goc w h` h -:gin 'ti WJ 7 f Ii' :1r• "'• It -'. rt -1"', irr `r1 04' I- c -in 'd "`1r t5' - rr am ryyi ',vr r n -'. vat e, , - a , "'^ .+'I

Lj

Vdi l -`v dpi`. [U oii r `., I S ll. pt a i C., 11 l .`:r I a ail ,:ir -,LI',i , i Is , -lS t 1 1. 

1 1 ,VV earnul gull ILLS IL ieA UT)Leu WE WV flu V t.41 I eCtULrt 1}y III 

22. Intangi to assets 

.12 201^_ 
Master Master 

franchise Customer franchise Customer 
licences listings Software Total licences listings Software Total 

Em Em Len Em £m £m £m Em 

O 
arch 2011 and 29 March 2010 24 29 382 435 24 27 325 376 

Cri r., S — -- 60 60 — — 73 73 
(10) (10) — — (16) (16) 

cn of businesses 2 - 2 — 2 -- 2 
(1) (1) (1) (3) — —

r "3 a d : 'ar- Ft11 — 23 30 431 484 24 29 382 435 

rl lrr ja t 
24 25 260 309 22 22 233 277 

20 20. — — 12 12 
2 31 3i 1f 3 35 36 

(10) (10) — — (16) (16) 
xr -9r e to rnowerr n;< (1) (1) (1) (3) — -- --
~ a ar 1 23 26 300 349 24 25 260 309 

77 a "qr4 081.1 4 131 135 4 122 126 
tt ~8 Marcl l 2,j':l.'.L ant. 2 j Marcl 2G_0 4 122 126 2 5 92 99 

The intangible assets above, none of which -lava been internally generated, have finite lives and are being written down on a straight: -IC e basis 

1 
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" 1) hr ")rr ,f' or , t , rat 2r~ x`t' rn >r ert v~ , r: 'x% inter-E-,t ~n `first Rate Exchange: Services Holdings 

rE i,c it 1 =r
financial year. 1 here are no significant restric_ions ran the ability of dssociateS to transfer funcs to the ui r.up in t alma coo -ice: en
repayment of towns or advances. 

Share of post 
At tax pre 

28 March dividend 25 ~r'vrcB3 
2011 profit Impairment Disposal Dividend 2012 

£m £m £m £m £m £m 

:eLs 72 32 — — (38) 66 
u wu 1 — — — — 1 

'.sk 73 32 —

,s 32 — (3) (4) 25 

v r sr as x 105 32 (3) — (42) 92': 

The r._ r _ r..2m) impairment relates to G V. (Spring). 

Stare o' post 
At tax pre At 

?_9 March diviriencl 2 i Mar'ch 
2C I0 r 'fit Impairment I)i 0 1 

fm 4.m 

(30) 

Ie r\, fib ento (30) 7- 

net a -:erts 61. — (20) (9) 32 
1 (2) (9) -

--- ---------------------------------------------
P 72 (2) (29) (9) 32 
Tn . .r - ,+ ;mnt 
vinture/0ss0cinte0 147 28 (2) (29) (39) 105 
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Notes to tho. I r k tcd 
inanci H 1tea n` 

(continued) 

23. Investments in joint venture and associates (continued) 

2012 2011 
Joint Joint 

venture Associates Total venture Associates Trtal 
Em £m Em Em Em Em 

Share of assets and liabilites: 
Currert assets 179 49 2281 150 49 :199 
Non-current assets  3 18 21 2 21 23 
Share of gross assets 182 67 249 1.52 70 222 

-------------- Current liabilities (116) (42) 
---------- (158) ----(80) t7Y t 17Y 

Non-current liabilities - - - - (1) (1) 
Share of gross liabilities (116) (42) (158) (80) (38) (118) 
Share of net assets 66 25 91 72 32 104 
Share of revenue and profit.: 
Revenue 75 116 191 74 380 454 
Profit, after tax 32 - 32 28 - 28 

24. Current trade and other receivables 

2012 2011 
Em Em 

Trade receivables 799 853 
Prepayments and accrued income 313 124 

1,112  977 
Client receivables in the Post. Office Limited network 138': 158 
Finance income 1.. 

Total 1,251 '1,135 

Refer to note 25 for an explanation of Post Office Limited network balances. 

Movements in the provision for bad and doubtful debts were as follows: 

2012 2011 
Em £rn 

At 28 March 2011 and 29 March 201.0 26 32 
Foreign exchange rate adjustment - -
Receivables provided for during the year 28 1.1. 
Release of provision (4) (6) 
Utilisation of provision (10) (11) 

---- -------------------------------------------- At 25 March 2012 and 27 March 2011 ----------------
40 26 

1 28 
Royal Mail toldingsplc 
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24. Current trade and other receivables (continued) 

The amount of trade receivables that were past due but not impaired are as follows: 

2012 I. 
Em £rn 

Past due not more than one month : '.>63: : 64 
Past due more than one month and not more than two months 35 14 
Past due more than two months 34 29 

--------------------------------------------- Total past due but not impaired -------112 107 
Provided for or not yet overdue 727 772 
Provision for bad and doubtful debts (40) (26) 

25. Current trade and other payables 
2012 2011 

Em £m 

Trade payables and accruals 1,247 1,179 
Advance customer payments (for stamps held, not yet used by customers) 342c 307 
Social security 98 95 

1,687 1,581 
Client payables in the Post Office Limited network 332 314 
Capital repayments 57 50 
Other 9 1.6 

otai. 2,085 1.91611. 

The Group, through Post Office Limited, receives and disburses cash on behalf of Government agencies and other clients to customers 
through its Post Office branch network. Amounts owed to/from these parties are disclosed separately as client payables (as above) and 
receivables (see note 24). The level of cash held and the related payables can vary significantly at each balance sheet date. 

Capital payables represent liabilities outstanding in relation to the acquisition of property, plant and equipment and intangible assets. 

26. Issued share capital and reserves 
Authorised share capita 

2012 2011 
E £ 

Ordinary shares of £1 each 100000" 100,000 
Special Rights Redeemable Preference Shoe )Special Share) of £1 each 1 1 
— _..... .._   .... .... .... ... -------- ------- ---------- -------- --------- ------- --------- — 
Total  100,, 1_;; 150,001 

Issued and called up share capital 

2012 2011 
£ 

£ 

Ordinary shares of £1 each 50,005 50,005 
Special Rights Redeemable Preference Share (Special Share) of £1 each 1 1 
Total 50,006 50,006 

Royal Mail Holdings plc 
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o temp t the y ' dr tid . . 

T T 

hF SI nr re ,,c .tr =d c .,c :rtf" c "St e )r =-itr 1cr . lr 10~
es l4ct .>-UU6. The Company cannot re letxn tl-e `,peciai hares rhout the rior consent o` its 

n. 

Co'up=,_ ny, the holder of the Special Share is e « in repayment of the capital paid up on the Special 
her member. The Special Share c -s not carry any rights to vote. 

20Uc 6or the purposes of the Corsi ,a€ _~ = uC,~  c »stain shares issued shall be treated as if 

"rvices Act 2000, the Secretary of State for Ausiress. Innovation and Skills may issue directions to 
on 

s :e; stl aI 's, . _ta~~ _air

a 
1 ,<serve is used to record fair value changes on available for sale financial assets. 

B'a`rt. e , b*n. Reserve 

,-serve is used to record the gains and losses arising from 29 March 2004 on translation of assets and 
I ar ues of subsiu' ,sir d, ,c;. n- ed in currencies other than the reporting currency. 

Hedging Reserve 
The Hedging Reserve is used to record gains and Losses arising from cash flow hedges since 28 March 2005. 

Other Reserves 
Other Reserve.: of 4 ,7 -CO r re _tir t x n rs nited, a joint venture 
enC" ' G 4 "rr -L, ~C a .i ~° a - _ t c The Iran .Esion to establish 

P . r.rU.. 

do not re. nd a divide 

future mi der non-cancellable operating leases as at 25 March 2012 and 

Land and buildings Vehicles and equipment IT equipment Total 

2012 2011 2012 2011 2012 2C1 2012 201.1 
£m Em £m Girl £m in £m tin 

148 146 11 11 29 36 188 193 
r+ five years 458 456 18 13 16 19 492 488 

ass 578 521 - - 3 - 581 521. 
— -------- ------- — — 

1,184 
— 

123 29 24 48 1,261 1,20' 

Lc, ess For iK rin- ur e ild q, Barra an average term of " 3 _,ars and any new leases entered into have a 15-year term 
t an U. E . t~

the asset t, i 

I 7-r ri€ r ate i:o a 10 y ar rn a(~ r,, t ri e : ~~: in 14 months arr ra n vh h ,a, rt 6 years, 

Royal Mail Holdings plc 
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27. Commitments (continued) 
Finance lease commitments 

2012 2011 
Present value Present value 

Minimum of minimum Minimum of minimum 
lease payments lease payments lease payments lease payments 

£m £m £m £m 

Within one year 102 90 76 65 
Between one and five years 220 200 177 158 
Beyond five years 131 37 131 35 
Total minimum lease payments 453 327 384 258 
Less amounts representing finance cl nines (126) - (126) -
Present value of minimum 8 , m, 327 327 258 258 

The Group has finance lease contracts for vehicles, land and buildings and plant and eguion'ent. The leases have no terms of renewal. 
}r~a , r ... ....... inn ,,_u, rl andra. a.  , .2.. :. n^ F^ nc m  in ter a d rl , Irl , trr, r, r;l, ía :V =ir l,~ 

hen C: n ( Je: jea " 'i ..jr. ..7 ,, 1 _pn r-i { err 1 c '5s "rf • n °. tl hE ca ere " u in r=.?i t JE S. 'r5 el ' I. st'S ac „a" "r_ c 
752 _, th i_ne average ter. .a oeoiy 46 years.. he i.crin 09 tae plant rtnu epuifrtie.i t. leases ra..i e uc ii 

1i, ui, ;tats 

H e `97m at 25 ii 'C 9 `aa .rch 2011 £159m), which are contracted for but not provided for in the 
financial st:ater,tents, 

it I-e year the Gr° r ' a 'ía r n l air af ,AR r.. -,t,, r 'I. . .... 'a Cflanr d/ Jirrary course of business and 
incia.Ieu administration a I i a, ía' It .Crvi:CS recaaryeu a e _,cupH per 10 rug, r. Ii'. tel ha HH isicn Trustees Limited. The material 
transactions enters .Jr .aces outstanding at t a. , ival year c :a ,  ,v 

Amounts Amounts 
Purchases/ owed from related owed to related 

rar:r-- ri ' r rges a party including party including 
party to related -arts i r rty outstanding loans outstanding loans 

r:„jsiness 
2012 .agment ~„ 

.. .:r.: d <,..i° X7.1 2012 201.1 2012 2011 
   err fm £m £m £m 

} Other _ ~, ;. 

t} ,r-,,; t, >tr rtc it e ? 1KPlLJ 
Jr

3, 3 
r' i-( Olfice 

mited 1% _ .,.

lJKPI!_ 6 4 - 1 

3 12 10 1 
ire 8., t: cr „ic a `,,rvice.=; Post 

31, 30 128 , 132 5 9 8 1. 

of ,stt in Camelot Cr rup plc. 5' an'. n 2010-11, and the Royal Mail Pension Plan, the companies listed 
nit area a. frhr,.a ii rdyiiV tti S . - .Erorratit )( ")e'Group. 

H ali normal market prices. Balances outstanding at the year end are unsecured, 
, e t l "n' itH r'n, lc 4 r;d 

-v nt bodies on an arm's length basis. Transactions with these entities are not disclosed owing to 
hir'• eia 

i$. r- 
at. -If oar :'rf' .:..n -lc an , r. a < c r -.rt ;_led. 
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o tempt tt r,  r. dr tid . . 
f f t 'a iTC'j .. t 9 lea(ends 
t V ~Jn u , 

(continued) 

[U22 2011 
£000 £000 

3,920 2.855 
183 43 

4403 2,898 

Key management comprises Ex 'e and Non Executive 0irec1or's of the Royal Mail Holdings ; 3oard at ', `March 2012. 

.urs i1ave no

fhi ul rrr to ar gar th ; C m,,:an i a :d .,rincipal subs d►a iar: 
Royal i ,,il ,t~ ,.irlc p is 'r .it pia; . p, ~e.n, company of the Groo.p. The con of 
Royal Mail Holdings plc and Lie print. 1 subsidiaries listed below: 

% equity % equity 
interest interest 

Company Principal activities Country of incorp aa£'+,rr; ......., ..__.... 
" 

2012 2.011 

Ru,ial Msill cr sup l_t I Mails, and parcels services United Kingdom 100 100 
F . t., 'et _iE ;cc it i,or, retail and financial services Uo r?d Kingdom 100 100 

mpany U ingdom 100 100 
cs v N. 100 100 

-,Cates U•. ~ t r"ril :"srn 100 100 
Unit 1 h me 7m 51 5:t. 

rllcc Limited disposed g in Pi,

re of the Group is shown on p3. 

+r , rr, 
gate Exchange Services Holdings Limited, a corns a~ it ',"r€ _)rated in the United Kingdom, is held by Post 

i, n .d. The corns✓, iy ,i c.ipal activity is the provision of Bureau de Change services. 

Associates 
The following companies are the principal associates of the Group 

ownership ownership 
Country of incorporation 2012 2011 

~3 Jc ds^ Je to +e. V. ;Sp n ) Ma v es Iv etc rl, r1dS 32.45 32.45 
i € ",c zr nit.ed F in es I_f1Ic.d. King :,m; 50 50 

bard membership and voting power in Quadrant Catering Limited is held 1" ' ;soup's business partner, hence it is not 
iary. 

u nt control lips with the Bank of Ireland business partner in the operation of the Midasgrange Limited company and therefore the 
I ry

niLed is hey td, the irivestme n 03 Worldwide Mail N.V. (Spring) is held by 
gal Mail Inv  t cc Limited. 

32 Roy- ,r4. 1sp8c 
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This I ir: 

. the fina n' `_ r rents h -: been pies r=d in acccf nce with the Companies Act 2006 and relevant International Financial Reporting 
Standards (1 -q 

• assets and i fail e ; are stated at historic cost., Gvoh only a f ow exceptions for items valued at fair value (amount at which an asset could be 
exchanc~ k , E. , one -.n'rwledgeable, williT,  p= ,~c. in "r rrrr I ztr rl is t.~on) 

nsaCtlL rY
rat or aF on ac ay the rct g interest) 

• sign ilg poll( to the. Grob. 1, 'I i.. ea .af t ,c ., }~ . , , ,hi al Iinn,ict 

• accounting areas which requid-e management: to make judgements, estimates and assumptions (e.g deferred tax) 

Royal Mail Holdings plc 
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tt.`."U ;lf ott . 1
.
" wt t "iL ft.

hr r ur or arettos Lot.o D oil -ol nc ri,: ltl . sTri- in h , i'_ tF FLEa .........ay iv F1Lcl.IorrFn e it its subsidiaries. The 
,.:V r I OF. r' I'); OFF 00 .e atements are produced in accordance with the Companies Act 2006 (the 

Ac - r i. t. , 

The Li   : u.: wx,   v. ..,, c. ad in Ste.l ling ant : _ail values are rounded to the nearest Cm except where otherwise 
order . en prr r . < oric cost basis, except for pension assets, derivative financial 
nr' :31e for sale financial asse.is, which have been measured at fair value, 

i .. nompnro to. H. rai stat -rents r the Company .~ ~ .. Lary undertti a . `inanaal 
•.'tt mr ;€  c H I r, :es are (}rw.. >' L. for if .> t0toV rr 

no ..i' n :,ear as the f,r. .In .,t HO.i. n
,-.... .: eci ;,, _f` ti 

• : 7`l . Fit  ' tolL 
r  G I

;_ -n, ~r rn is of , r <; r' o n r, fr r h Hr ~,r. rrr ,f - r '~' .7F~_ t«•- r ~ r~- F~~° ,r~r t ~_, ~a V, t , e~ ,_, ~,-.--r,-_ , r,usine ~~e.,. 

ri is obt r' a C" h date on which 

I. ici F= 11 'a_i 
7IJ tr 'itr"" th a Lie .it ciiFiEL.1 to Hold rC;tiI'1 0` +  a rF Fr~ c .-rr ,F3, , ii. 01 rOle 

„ 0 T, lcs rr tie: .att of the rap ...it. tt. . ; y a :.;uF p vh ch t a Ltoao held ,n ,ol.. 

10 -c',rrtr , lin._; in Fro H. n'orrler,t;' „ 'tort '..n  rf profit/loss, gains/losses and e' 1—tc, relating to subside at. h a n' ,t attributable to 
I err". ; f. m. ,n. I iF it- 00 ot - ca -ri:crrest balance is presented wic.hiit e for // '.n the consoliaar Li .e ... 'parately from 

ae Fiok att g >-stt- t mid rsu 0s src't 
: I -.° t'he urevir t. y/ t, 

lift ui l'rtvincl . to' tic s:counting standard, adopt .i r me Group w' F c to ' H to H ' dli to II, will have no material impact on the 
fliFaF tc.lal posit ora c . iormance of the Group. 

1AS 24 Related Party Disciosurer 
T ~dard provides an ex, .: : =rats for tra , t y ., .. 

t I F F e 
t nl t -114 r fI C. it i he i;t I Id,iW 1.000 

FOt lr i" - .'t fl ore r `r e`o ;7"110,/ Fit r vy' :r lri Ore ``r it 

1" "`"v' to iRSs 

r -~c„ err "1}~= "~ r c,ri ~r r, ii it I/O t , r• ^ t , sr.,.. In av -i ~ „r per' ,ar ,.I _ ~ in If i~7 i ~r i'.`, 

clarifying wording- I I'i _? HI'FJ sep ar °r - ...SF. F. OF.F -i itt tav o. r . e, oh ::ai ar I I io 'I'ior ri tl£: All Ji1 'ii rFt. .FJ\L:. ,i ,-100 F.s a iet ,n •_nts 
resulted in changes cV r0000ntnh Hu t zu,C., _.y :dth xvi rie LFV tThi , ,  . r.,t i ' .Ar ,2, ,F 7_.s ra' UF l.t _ 

IFRS 3 Business Combinations: The, or a turement ot.;:ions for non-corn otl ic,, Fcerests 100 iii ' F of a . oar es_; car it at.ion have been 
Her, acquisition reLtit !a . , 1 to be .  'r Vi r.,. IV.. II; tad in t:h it  Li ar. to consideration 

tuutd s_ _cognised at. fair vale rf l hate. 

IFRS 7 Fit racial instruments: taisctosures: inc amendment includes multiple clarifications related to the disclosure of financial 
instrurnerr. . 

iAS 27 Consolidated and Separate Financial Statemen"• ; i, to. e partial dispnsm.i ';f an c ;t in a sub, my that does rot 
result in a loss of control wi ll be accounted for as an equity -) viti' h -" e to any gain or 
loss. Where there is loss of control of a subsidiary, any retained nearest will have to be rei'easui ed to fair value which F , i, impact the gain 
or loss recognised or disposal. 

lAS 34 Interim Financial Statements: The amendment requires additional disclosure around significant changes to financial instruments 
and contingent liabilities/assets. 

13 4 
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i `."U ;tt ark ra II a"EL, 1C% a f"  ft r'd 

let, sr trces e e -ir ti tn, F ra' :'etainty ar4 tccoun'.fr. €u. e ren is 
ne ,reparation o ,tlH at ccf ., consolidated financial state n arc , r tt, w Ha ac ne It IF .KE ur c r 'Ii Ic E arnates and assumptions 
~_.. affect the repot w,, ar;rcunts of assets and liabilities at ti w c ,u.rcve urad• ,.u,. pry u,, ut i __ /:u uw. iL, and estimates 

r~l result in outcomes that require a material adjustment to the i nt of the t or liability al d in future periods. 

that have a significant risk or _ t jc. H Fe carrying amor s of assets and liabilities 
wiL lit trcc ':t. financial year relate to the measurement of deferred tax and provisions. 

0eferrocl, 

Asses, ci tax : or an n' e. eic,n of future pro j. Such esdl H is inhr _ r' n in a market subject 
to various 'r~ ,..We ,r ._ r ., r i ',,ty tilt. >fP, a' ' .. v7rr ~.@ , . l' ;t r n l . ,r te , tr i g ` r' r coo. tax recognised will 
also change accoru ngly ne carrying valuers of the deferred tax assets and Barr files are included within note '18. 

Provisions 

Frc'asions .re reccpn red w'a n the Group ryas a present local or construe cc not ,trtion as a result c r past eve : s, it is probable that an 
,, 1, ....and a rel. ~. ed. _ ~, the r IOU~~ I r;,, Dice to the nature of 

p on est. .. . ..:.. ./':' i i . . .....:i c:c'rr, 

H' ; ULLr Fc C . .OH I . , O isHe. Ft:y COSt: nOSt c  ret ess plan for direct 
F . nditur ' . :nnl. i . ': .' ' .' 'H: :H a e core r. i ❑ has hr r i ten. This includes the 

t., number of ' n"  " u, rate of comp' no or n :.e, rental costs and expected period of properties remaining 
nr it :rnd dilapidatno' cc. -_s, 

do' do ' H :rl dicer: r [. . 'no. - is - ' on the in, in °r do ' s oii agile as at the year end, including independent expert advice 

, jr t arld _ft 
it 'sup's 0 .:c  r .  joint v. oHc nn 'o : / ':e are accocr' "` or under the eq.E t! ,' oi rAing. Under the equity 

method, the investmer  . it carried in the al rrcr ,h t c _cl r•1 F nor- _e °U 'itio-1 c i- -rncas r t C 'a s hare of the net assets of the joint 
venture/associates, less any impairment i, I v:: lie. I tat IIIC_UIE«. s /11 no ic. . OF pa _,hare o, podo tax profits from the joint venture/ 
. . 0's. 

.n "it „i "it , IV do' :rit compared to the Group's share of < <, iii v no. _;i. "u,'~. of an r:~^,_; i,. ', repr¢ :e ' il~_ rl , , p p 
net fair value of th, i assets, liati l ies and cot i i Li, ie. rod is inc F ie;d in the carrying amount and not amortised. 

ie~ snve 
no n the inrc . no Trent is net of value aodli:d G/x ,rrd comp; ices Turnover and the Network Subsidy Payment. Turnover 

r ipa1ly to the ren _ vices as follows: 

UK Parcels, lnternat. r 
A " .0' r '' rrr, tr an.. r r.ronirrW.- icr .,n the F121Ftrr, rrr flf ~rz a .n Fnlv rnl,ating ..n Rein, a-,In'-u Cbr I , y..t ,~~r'1 

ci mot, ti; or'ie I_ i c.o }ii reeF. Wean 1.. cob is ' .laG , t lu,',:ec to 'eflc.t r. value w stum p acid ri '.ate cr'c dit_ hc.P f-i,r _ . p '.F FJ - by

'.he'tics'on rr. 

rp1. 'r' ' rte 'i r. i -,t rry

Reveni , kr let /cc from specific contracts and is recognised at the time of delivery. 

Post Office f.rrnited 
Revenue is recognised at the time that Government, financial, mails ai i IF 2l, uny services are provided. 

The Network Subsidy Payment is Government grant revenue recccJ'.:s= to match the related costs of providing the networ it cci t"'c post 
ffices that the Secretary of State for Business, Innovation and Skills cons' ors appropriate and which would otherwise not be p' U. ac ,c. 

trs rjf, ,.tit i rid .rrr °erF nr. 

is is ; FO ar . c iv « on ;.a tsts relate to non-peoclt. costs incurred in trarrsourtirg and delivering mail. These include conve'r,nce: by nril, 
. c , ,. .w Oa,'  . „, e . 

a are distil i face of the in( '. 

Royal Mail Holdings plc 

Annual Report and Financial Statements 209.1-12 M_045082 



U KG 100043213 
U KG 100043213 

1 t _... 1 t",- 'l4t ;tf i hj ' q'n t -AL 1C%u ii' Ut rt _,. t' 's . H or. (f

bvs- - t. np :3 , npt or, i 1t :r0T 
p:: ' .p <:s 11 0(1 i i Lei 0 _ n of u.r7e art e. ,E, i,.0 0 h OEp 'r t. a nn of 11..c: .a: eo I vo HIH': d11 if00 Ho no . ...n of ' ie 

' . J i.. ,_rl l, 01y .E..0 vt.n.. t:i i,__.i 0vti€,. I tJt l t.I IL I fL ,J. .I I( I' .1.l _ +. . 'f... e l.fl1101 0. 1.100 .1101 I .._i I 31 1t ,.fI III i .0011101 
He year, in comb 'son to prior years. 

10..510 :. 0 ,CLI :one 
-erms' s. Y _ nu11Fh11 1 ,:r r,l n -t i.1 Pb'17 !'1f2 It 11 , I, 1111111101 _ ., H; .  from April 

1 
c~t. t r c:" ' 2t Y  =.;1 1I o. . ..  T it Ild _l "  00rYe. 

The cs:,ts of the so..... . ' (o 'd in trio i :00'urnent as an exce. r i s° erne and corresponding 
liabilities are ir1 . /0' rI !es or provi0 -Isas appropriate. 

('" ., _i"l y fn7"' toy r1 rn-~x-lo1. r^~ ir~lrti, ~ryr r;ttlpt1 ` , ; 1~ n,  +-yr  '~., "1' inr~l talc 

#OF'1:00. 'Th i:1 s' di _ `"10- In . n 1rs n,. 0011001 . on It , I<r. .. r rr, f n , 0':1 H 7"7 ,p f ip a :.i 11:50:. 0 0011 0r: 111 . 0111 Q`: 

TC 2T ', ( i01 •00. . 00: 
Ip. '

lei ".._ Ile IS clf? lo' T}G: ( €11 115 110 111l11. rS tri '. ' if) 100.. .:101'. ..115 + 01,10111:115.I  30 iT': In fei :.1..i 1, '1.11  ore 

e face of the Income statement to allow a better understanding of financial performance in the year, in 

g the purchase method. Any
~ 1 stets, liabilities and 

rr 'tr " ni at tie ; a< I-t.:Ea r` ar ii, in':. >rr mr 1€1 i t, 1.. Isr-_t. -e. as is 1001'1 < of n, a . :100 133 

;.1 I ., rtnition Cl.": 0010111 :,"10'L. ,":'1 er at cc ol H11.:'.I 01 ; accumu ont losses. , . , "(sing from Ht . in ass c'tm r "y1v> is 
v w I I' if .)airment annuall4 or more freca 'n, ;r if events or char ._;vs in circumstarr _ .; d:' :t.e hat the carryin -1 sit 1r7 .' Ho impaired. 

;r1 1• i' ;n -;_ „ry '1 ' ' ':1'01":' 11-""1. ,i„ . i t 0F ' ' ' 1 - , i,1 11., ',f hI,l11 . r il' 11( Ito,.. ,r o l'~. : 01' ' unit) 

11,01020'l. I •:"e ":":5'p cbl 31.. .01.: t, :.hIp Is .hr- iic er ;lf 1,0 011.1001. ':;  n jai -lble value and its value in use. For the purpose of such 
~1F Ir i i I L c"J 0111..'... '','i 1 t DC..,.11 ,LJ ',. 'i ho '1 :-'l€' ''....' . d<.' I ci -̀nL, ai ') t's. 

(no. .101 C OOL rl ©t oh ac. dull io of equity ace c 011 :I I_ ritities is inclui. ed r I the cost of those entities and therefore not reported in the 
gill. 

ill iq :rte rs Is 
Ir , y lr iO1. 1"io'quirecl as Dart of a business combination are .00ita.lisel separately from Goodwill if the fair value can be measured 
r I , «I v r

rgnisei. : 1 1 
and those wi'-', 30I l ri ,a ( 41 50 .11' In 11 01 .1,1001 .J . ..:00101'  00 .i !. itl f 1'11.111..,111'l r F r _ ri 1`t ir;_ , iri '" '1 ° :1t 

the carrying va,..re lia or 1r01 aft ht, 1'..'n ips. rT .'1r ,aa s ,c c l,nl, ,d r l n : I tso1 €1 ;ti ne t 1 i 110 1t y ;1i ti - c_u ry'. rIc ",.'alulrc) 
the asset excel s. _, recoverable an I No ich is the l 30er of an asset's net realisable val. .. : v u_ 10 use. 

Amortisation of intangible assets with finite lives is charged annually to the income statement on a straight-line basis as follows: 

Cr,• `omer listings    1 to 4 years 
e '1 to 6 years 
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ii:i4;iH;HHi 1: ^fir t t P :i f 4 ` ;f? .t ' P :tt `9f ii irti tJL EC.! 

ui. 
Propn" 'fly attnbilt 'I , l ') work -L: , . ....

. Its 

intender; c . -c zci for W jrr. er .rrr ,n equipment is provided on a stra _,hi in hi is 1 r e~ .,rce to net booK cHic a-1 tr, he 
remaining _:c,a, c ai 1 1 Ili r, i. Hi. ,0, a c ,ir estimated residual values. The cc, ul vrc O, [ r ,Id a. Values are re In:ve' Hi, U .ly "Icl 

a., 1 , when L.  , .  es ass , i_ operty, plo i . 'ot. are: 

Land and buildings: 
Freehold land Not depreciated 
Freehold buildings Up to 50 years 
Leasehold buildings The shorter of the period of the lease, 50 years or the estim. .. - a_.~i,l life 

Plant and machinery 3-15 years 
Motor vehicles and trailers 2-12 years 
Fixtures and equipment 2-15 years 

fox -carrr at ,rear is '"9eirct fo - sale 
r sale are r, _ ed at tl rvv<rr of their carrying arnount and fair value less costs to sell. Non-

assets are i- i for s  ,g arnc nits will be r .:)vered principally through a sale transaction rather than 
ic,~ linr rr, I air rrI ie I~ _~~~ ~' r " I i r i ~ ~,ip highly probable and the asset is available for immediate sale 

i i . prase rC c n, io' L' ii  iT, ;~ ri i 'n ld be expected to qualify for recognition as a completed sale 
i,f in one yea

rn, air• ate t r vin-,r✓s 
I I " u, e. .. c ,e..! in `ie' .: 4 ._C, it - '~. ,(I d I 1 , _v I or Oia lye , in ❑irc,rti',.ai ices indicate 

ro pm 'rte an 
1 1 incor a#. for I amour) ;filch th

is its r ove7 _h aroi'yi 1t:, which is the hlr Ter of an is net re , _hl.e value ai it. s value in use. 

where subs tr , th r risks and r hip of grin::, I ena have ta_ s,ec, tc , e :,scup, are 
c ai ail r5€; r i i _option ,i ir .rase with a Torre ,o iiri Ii ,iii rr .:,c - isr for the fair v, I rf re_ leased im or, if Io'aer. at the 
f7< C' . 1-: ';~c. i.l '.Ttir,ul t, ,Lyr,ent s. 1 e,. F Yi ' .I i :a a u ' c t, E'a, ,e l.o/eon 1 . ' zri' e ,i€C..'z; Id ' cap t al
1(Ux I I y .icz, I N e 

shorter of ;:imated u set anc '.rrrm. 

L . . re substant nt c all th ~rnership of the asset are retained by t:he lessor, are classified as operating leases 
are charger.t Hi. the it~co . lent over the lease term. The aggregate benefit of incentives are recognised as a reduction of 

~n =1 , r cc over tha trace term on a might-line basis. 

..front. pr :n to acquire a long-term leasehold interest in land. This payment is stated at cost and is 
char to -h -,, i irsis over the r ; ri'. . o' the lease. 

in : ..:n ,receivables 
r: to receivables are recognised and carried at original invoice amount less an allowance for ,n" non-cnllectahle. amounts. An estimate for 
or:htful debts is made when collectic:n of the full amount is no longer probable. Bad let a ci v, itri n c i a-ce: identified. 

irl nr at inst ..r 
a ,ei rnr :..h in rhrairni )o at i, r " w„la Ira! !.n u° l.en , -̀, cc ant:.on nru 1 as Tar an' arc- ci- is it _:_ ` cal is as, - 5 HO i ir-

ctLL w U  IL ,le.  i , i ii. IL' 1i_ (, .ti, ;(; _ ,o U fi i I ,_v C'1 ,a te r_ a we': d, _ v xii Jlk'

u c., ,., ?f' .i  .r I   _ I' .utH .w c "Hilt .c.:t, • •. .L" , le 
'rc rnent or f i=- •' 'asured at arrrort 

r al ~ . . r. li 'as this designation a i ,vial 
I ' ~ " 'L  r 1 r  i T~3ni,a'ion price plus, rn trle Case of 

n 01 1. in rI le` )t 4 T ft th 'a "t n i :: a at_ n , it or hr "t' i', ai hi ttif 't' n,, ii r 1. C 

Hi:.. cc :cH, H. _ r, . ~, n '`~r _ ,.-'arc ''t Ii1•: r "lF u~::~ e. nr!'. 1 •. (C 'a,. n -zr  rc~ 
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' t' e aI  ; f khhhiC Si "" wf E t +a "f° 'Htt it" _ 's I. '.idtish cii) 

o is i,nd receivables 
r, o. 'motive financial :assets with fixed 0r determinable payments, that are not quoted nn an active market do not goal fv ,as trod nn assets 

t been 
efffec° , rs income state , r ' :
loans and rec€ ,a.. cc ore c. riled or impaired, as well as through the arnortisation process. 

A% pR,ahle for 

tv liar a to e , ir caw tc zr.., non-deri,',.tive fin001   t ;;t are f a[.mc cr1 as such or are not cla si i in any of Oho r.  :c 
rc to q ,is  nr' tc in ri I on hn, e a r ri it 0r~ ., ztt It c no rinse off, . H a r ,t _,ft 0e 'io, gar

.vi f-; no . _  1 ..  
H I 

/auv1 ti irr trail n:a d ,r r,~- ~' ` a i t.rurnents. they are carded in the balance 
eat at fat va „te vi. ct, . us .r i ;;sf rc :oonised in the nr rr0 sr er our. 

Financial fiat Hgt '''-Fared at amortised cost 
Al l non-derivative ...no cia li , , ft c lassified as financi -..l Ii'... hr. s ,e ,u .d , a '0r S,c. coot. =r on dens,' va mono - lie: . if'tias ,are 

iti,ially recognised .,. ~e e . -,t.r r. c, ilic, consideration o.c Feo. a, ly on ...uH.-...Lv __,_ . A 0:..HE <. oct , 1, ; l H...vwi✓e 
.sties 2 . Subseo1 measured at ar ,. .. Gains any_ onses are recogl , 'd in the 

income Fro ement: A-t:en the 'Ha are derecnor .ii or impaired, as well as through the amoi cation process. 

rash one. h et. /i tier:; 
ir. . I i rie sheet': corrlprise cash at bank a; I 'rr ad short-term deposits (cash equivalents) with an 

% rr  0t,1 ; or less. In addition, the Group uses -'tc "v t° irr 's as a readily available source of cash, and 
hF--e funds are atm r earn rd as torch tr;uivalents. 

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and cash equivalents as defined above, net of bank 
overdrafts. 

ha,':, aqua ;tents are chic Pied as loans and rt=.c c ,v .. .w ,na c v . instruments,. 

Fiui :., r ri . . . C'l"i:i'rir ri
n ,r1 1c in, o arcs corn 'c' r-' 1 "' r honk, conventional gilt edged securities, index-linked gilt edged securities 

ni It as y bits. 

o• ,pr -n-'tai gilt edged securities, index-linked gift edged securities and 'treasury bills are classified as available for sale financial instruments 
n he oasis that they are quoted investments that are not held for trading and may be disposed of prior to maturity. 

-iri nr it -,sets - other investments 
in cc a or- - 0/ in =s u s 01ft1 ,rit H ,rl ef r 1 posits (other investments) with Government, loca', government or bank, with an 

~_. .~ u, ; a, three rtlrl his or more. Short-lr nc cpOS is are classified as loans and receivables financial instruments. 

-'in .nr, ut ab .itis.s - intrere ,t-hearing loans rnrL. torrowings 
ill 4.E 0 cx I I . .Ch ,  a ill'. 111 1 Jlhtlea measured at amortised cost. 

-ire nr. :ai ab' iti<. .:; -. r.rb na oan imd,e: fA ;are aas ,s

7 .TC di 'e rases are clua, c'1 as '1W its iii.. iii; ._, :1e 0: d' or '.A co 
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t  t `."U ;tt i i"" w tt a -AL t -'a   tt U -t'd 

.' ,va, {vr fir :.i9(, :?N '.st'tt ee t 

n a V, CH fii tk '.ei > , t.PY ,.,s .rE l;n 1t in CL .I :u-, f t .it it "n, "i,ic t - Y U in lk .t : n -J r '. eyuosllre 

.H. H. .ri U, i .,:  _t l .+ .. _. ._ ... • cx .   I 4 CF ... sr . . y  . . c.H Js _... . 

h< .ru ..;,U' = U 
.}c .I U. fiCCiUfiUi. .q e etc ,,l cL ssl  Htoer hU Jg, is w eI ft U t. ...:iUii Hit ro it Jj 11.7 i, car i HWi

'A it risk asses u F ~ J asset or Ila.

iJn fly:. . t (c le .i c_' le ..I: )I I "h't ail .. , ' H (H. 'fir :JHJ if 
is 

{Jt' IJ if . ... . •U' ii. . if! It. : ii, li .if • If. Jr i:. ill ' 
' r. 

~w. c n determined to rotate to an effective hedge is recognised 
r t.

on of a non fh or non fl ; Fc y, at the time l:he asset or 
I I :l;;luded in the initial measurement of 

it, rr ~i4 rn n fi r )II- r. Hr , ,- •.rn trl oc h: s~ ~ F il, -   I" I sr r rn r ;r• tl ,y r h' >S. fie gains or losses that are recognised in 
uiI y e a ieF CU U ' Fe I(c itt IC' fig_ Ft F s in ye. Il w if ie ec: ei CF w , uiient affects the net prefilAoss, for 

OF ,e at h, cH rlr . yt - Ili, to e to •c rrtg, any gains or losses ar sin h n 'rraFioes in fair value are t if; di' atHy to the 

,c fi t' _.c_c , HUH:. .. , ,+.,c .OF fed when the hed ing instrument expires or is sold, lewrnl l -ited or exercised, or no '[anger q .11 c's for hedge 
F F I,, 3f,, a art,  F F F F F, t ,~ f 

;action is no IUTF ex ~ to occur, the net can ac gain or loss reti ~i_, trans( p~  erred 
U r icy 's": rH..' .i -: ,=ir. 

F FkSi Pa~ ~ F

ments  ' I 'securi i_} ` i- _ ,.4; and~T2=

mined by reference ,c bid prices at the close balances a ,z e. Hence the )n ~n 
,;r~- 

gil' Oged seCUr 
~• -~ gilt edged securities and Treasury bill's are wik iii e .I W,i Jae fair vat: crrarcby as defined my fill it Ftj 7 

:here is no active market, fair va t f I, deterrnin ech, lc ues.1hi .e include u g recent ai :i's tength rla _et 
a a. sip  i -1,i C to the clit .'ii i vaIt,e i,i, --r ' i if i I 'I is 51h is ly the same; a  nH.

( rrJn„ r pi 'S are xt 'tt,r. 
1Cl'  " nterest ,. .;='r as at - ' i >"~ ,_ 

" i 
. i..~ _.~':~ 1• 

hin LE.t. 1 `~ e fair value h "r _hv as del

F d F

ttri, r,, fair values r .r c rkutated by di rc nt',-Fr, the future cash 11ows at the financial. instrument using quoted equivalent rtteresr rate=s as at. 
of business o F he balance shec

tnr m<: tax arid tffifFfi: •r l' t, ;'i 
[h=. . n. 'gt if ri. en a iti r ha 'cl ,n the results for the I.s :di ;te' ft  itr as he are non-assessable or disallowed. It is 
calculated using rates that have been enacted or substantively enacted at the balance slrect date. 
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II t .hid pv..cc4i ;if arid in f "EL t +a ftii ':;ft ii . tri i' COfltt. itt t 

e rrc f it: :erne tax arse c t biL . .iec in -e, :cr se.. this all sr * cn do .oc tdkc ten pcv•tr'. .iithsrences and unused tax assets and 

Iv . ir.. re' ,ccfni'tion of goodwill; 
I, 1G.. ,is, that is not a bus, less coins and, at the time of the transaction, affects 

net. , taxable pre , 
• tear' ' . 1 i: ,cociated  'I s' nts in subsidiaries associates and interest in Joint ventures, where the timing of the 

rev mel :mft,c a- "Tr :t'; t"f  ncms r 1 I r. cc: ifr::. lied r' I'P. ' t 7i "i" ii cc: 1.:h t 4 'rt :'c ~'1_ _ic. a'i cc .... is .:'t' it His `C7 ;c. h 

future_ a ld 

• defc ''`d tax assets are recognised only to the extent that it is probable that taxable profit wilt be available against which they can be 
utili:::. A. 

The CL ,t, 's H v sets is revie >d at each balance sheet. date and increased or reduced to the extent that it. is probable 
th '° taxable profit . tlarble to alto. :hem to be utilised. 

l  ve't en c l _- ti !" d ccx ec thc` o _cpt" to the `e :rl she' he , _cc erect is ccalir,e,c o- the 
~. .. 

`l _ L- Jrl  5.—S  t,., tax laws) ,~Yc:. ~YV,. DNt ` _ ~3f~Y cL t`sl deco. ti (t.. ;a :_cc buL. i s are 

tax is cherish or cr.  credited or charged directly to equity, otherwise 
nrri cec' in the income sea:; ment. 

- r` 'ie are recc mn n°' 'A/t e t a d,io t':, as a pr :P. ^ ')• `t  `l 1`-- i( J" :_c r' .tAlt of a past event, it is pr ; h: I-'. that an 

ur ova: of resc .rc r 1[ he requi"cd to settle the o e;r or .arc:.'., a li :,ir tst me = is . n c r:": .trc of the arnouri of he 6b at gin. If the effect 
,re time value of mu i,rr is ma' _rial, provisions are iii cc' r1a :i y discount Id s.c 'red future cash flows at an . I  'cite pre-tax 

ei alts :s td atl --r rags' -retirmrneat benefits 
the defined benefit plans ar< n bred at fan i don an ac 2, 

1 His',: .._ I i. - rl'f a . .1n r 
r 

or 'd Its r' Ir, 13 n. ft _ th "rl .ne t . . 11 ctl ."l "r 'iFi are 
,ar _,d Juc r; .e' : "cat: or':, nc n ,Iv <c , sdi t f -e ye s cc :te ni =c d ne a tie, a , t 'lr.h -oc : ar riate updates and c cc nr ng 

=W., ,., ,,'u I ccc H _w L, cc cc , ,c I as of the deficit disele. .,u. AL men u , cc of u 
, t 

, cc t. schemes are contracted out of 
the'.

For dr. Li W ,tee _S ,L c 1' , 11°s cha, .., . z, i + "le eurr I i ,s'c'ciCe costs U ..I y rrn7. ':ca 'l
. i I re n I r s 

rer'ngv.l .,, rA 'nt n 7':rre statement n. 

c nr':': .'cr :.cc. . , : iv, in, , - r . A y ; fe, red ,as movement associated t  tP ;x , . Cl ai r:.d rr c i alb rr:. :,:nc irs i S '. ctcs •>t cnc of 
c car :3 's:  .Iv, ire " :rie. 

or ie -is , o ,n rtl n ran- Hi C, a  I r _fit- btu on or cr- is _. o -rr ci .rr t It i t :rr: c ,I  ..,r i i , cc s 
:,'j  itc ,.ic, r late. Overseas subsidiaries rrlal e, separate arr"angernerrts for the provision of pensions anct other post:-retirement oenefts. 

i•• rho cc ,rr -rcies 
hi i.e :um sal :znc, ,pi scI at cnal currency of rt.1'a ''Id' is rse'is tic is Sr : . t (£). The functional currency of the overseas subsidiaries in 

only the Eu, 

I YE .as` c:'rs tiiH lei U't a si " ii, 'IC e _ c or" ,: ti ":'c" u' ":.il_ .tt dl '.'lic at{ c` xi: ,.3r:, FF5. :":sUr:,_r the b-, : ,nr ' S '.LC,` 531'n. T ie a "cg f .S '1f 

the date oft  
n. Currency 1 n ^, co tins _:ry n 'Tl , l .t 
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f `.'Lt ;if i" . ft (t -AL t +a "t"c"HII ~t 's a 01 t`. 

rC S£ Hi; s it iC,' , n r u ?e' i;'; art' ill a i.: rE10H1tO. HO) 11 0..H= f 1001. 11010..l Cl.,, "c ,cy y 10. or)..flu 
fl 

SC r :41 10 :1011: ra _• r `C'  at " ft 'ate: f die 

,r11 '.DI Ivi Ie ay' cy -, > it: ta; tr t11 IC.'  iiii. :.0:  :fl ' •  It f.' Ifl ii i'  -,ue :0E t, 1Cr* L,I "1111. Or 'ange 
H  . 

e

r" J9 _n, rf 0 >, n1 rauon. [he e  are taken uirectly to equity unti l. the oisposal of Inc nel invesirnent occurs. at which time they are 
1t .-.)rl ell r.. 01 ass. 

Io rr-.non' I.r I, a'. ar e rn- ic: rd in terms c historic cost in a foreign currency are translated using the exchange rates as at the 
01 , c ' Ito In ai a1 no 00 P ru iu air 'v roru, n ar.:.red at fair value in foreign currency are translated using the exchange rater; at

valuer  ~ Le.rli hied. 

or irr:er" tl< atti: ies 
e not disclosed if the possibility of losses occurring is considered to be remote. 

to. art me-rt ran is 
)U :101 lll scent gi ,nits of a revenue nature are credited to the income statement and are shown separately to the expenditure to which they 

rnm.=_ nt grants relating to assets are recognised as deferred income that is amortised over the useful life of the relevant assets. 

_qer me it infc.-more "101 
I, uI :u}.. 0 ....101010:": l lis r.0 its are .I c - "u1= d .nd roar: sged sep 10 01101 acc€1' brig to the nature of the products ar) rri'vices pry av vs oh 

rrles largely different markets. MaI I J, he 

~I I , c rl making decisions about resource allocation and pertorrnance. assessment. 
' rc r, : -n "Cu 15 -r 4 F ^"" 1C rr. }loss, 

ire is no aggregation of open~ "o, . 'gments, Thr , 'op i , to the `° '. orating segments are detailed on page 90. 

' its coy, in b UK and oth, ;.ter being relevant to the GLS business 
00 the UK : rations mci ', i I-  _ -ieratinri ants plus the '0" , 44 ,ants. 

re bee to the re --,, :tIve coil nn the Icr 'e customer, 

N v rLcn the sew _r, ., no set on a ;isis of chop. '. ra w, H,,', 'HOW ith the respective business units that form 

sire no di, re. I ft ,, in the o. 1 v of the re ,w,ctive cep rric. Its p .,tOloss and the eor , ,u.i,orited financial statements prepared 
er IFRSs. 

cr. u" a to : 0 1 0 rv t: spa lr: 
~_~ 

accaunurig t, Aids 7 00)rrl lllg ,sft_ t "':: l'Oi `" in' he pehod Co which thecae iirLulo al S't ttC'1 lCnO ri l i:2. €: Group has 

considered the impact of these below 

International Accounting Standards (lAS11FRSs)  Effective date 

IAS 1 Financial Statements Presentation (Amendment) 1 July 2012 
IAS 19 Frnuloyee Benefits (Amendment) 1 January 2013 
IFRS 9 Fin-;racial Instruments: Classification and Measurement 1 January 2013 
IFRS 10 Cc 

ri 
ire. 1 'a i ,,C,1 

IFRS 13 Jr, r 1 
IFRS 12 0i in :ther r l =s t . 
IFRS '13 110 : . . U .r 'H4 H::. ,I ,rr: :.:rf 1. _an 0r.'
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rfi 1 on and i n Vii. . t , .1 gar : r 

t. rcial a r: i, „ f - esi nt:at:ion fAn ai° r t 
the _ ;l . z ~ ,i '€ltation, which a . . .   'i iie 

of oth,  -n' r ' has no impact on the 
,rF n `in, '1r l ior; or perdarrrir 'e I ' amendment: becomes e'rit'cwve for the croup on Apnl Hu 

7 nf;f-  (Amfry.r 

-I n  i ,r- it' r S 19 E rn cy -,= it5, which r~-ny i esu[t in c cages t!r t' it, net pension cost and may 
-c rt addit a a[ sr sl. ies r  n ,o e >ion assets. The imps, o; hi r era ni anent: on the l,rol r, c rstrive from 1 April 2013, is 

~ntly being as U. 

9 Fi'nanci "s t'„rr m ts- lassific, t,, ',•ova ie sicrennnnn 

ase c i ~

I I [ 
+l r „ nr`  : , r. f ,  { r Syr  h -„ri 

the 7rr n c it  'I p I wi h- r r "rrr cr hi t ,ii -h i ,; ird ie u it t C )l. :; r, la _ia as, ,tt 6 au 
w di a Sri di, ,i other p1 -a .s, when IF`I =f, to 1; °,ant a cornt n 

f Statements 
Ii  <<, by identifying the concept of cony rl as the d tar in wh a a 
V; I  of the parent company. I ,e 

I 
...i i~ , ..r Fick rfro ffl frn.lu, f pr.-d ~.~, .,t 6 p- -  _i, 

the tike i a :r 12" 2, C r' at iv ad h , (f, 'I Uunicrri.r,al.r: of An il 01J -fud w iii ~_exrc.. it  ha-ae 
a significant it •ar oI ,rr frnarii it on or t '7t i I ice oft  Jr( rp. 

IFRS 11 Joint Ar gements 
IFS 11 rw-1 ces 1.L) 31 Interests in lcirt Ventures and provides? `or a mere realistic. reflection of jcirt orrantie:ments be orur, inc f on the 
riy .fi, I , ,r,, ; of the arra  , T -: ,ii E < ti : :r, t; . _ i[ t ,PC . i the 

commencement Jate o=1 April 201.3 and is not expected to have a signi leant imp aca on the financial position or performance 
Li. 

fFR' d.? t3rsi:tcasoares of Interests 3E r Entities 
.1 

' Is Ti -':N id or ")ri -ensiv -H gkrl. '. 'I ' .r` check  ' r l((t 7r;^,aat' for all on IS en interests in r I I"Ic n- aa1I1E';_ IL + Itt 11  it  Siii rIES- 

ux, I fi , I &i u '-u -,olida, s ~ uJ Ai d ent;i _b. I I i i - I I ,J rE' ,_ L -re require C i  TS ,i ; I Iv 6'S

_ -termir It .H I I ,.y. The 
so ía [ c ~  z I late of 1 f  rxpec.- r it: impact on the fire, 
position of ,rer orr an—, o: It . I Ju: 

IFRS 1 3 pair fa' it  :.::asa„r 
IFRS '1 " ' -h hes a < in ,? f .-rr _.-nr k ,r e. kr rf . it i,i.re where t:h net it f o, to ards. The standard applies to both 
fine it.i, at r I I' Ii 'lr, Uc ' tE 1 iE r a .d .1 i, V =EU, I Cis lnf'ard w f tE .SC tr iN I - .c ' 'in it' -rR"t I ' ate of 1 April 2013 and is not 

Pxp, tt i -, i i,. , i i i , I H Ix I, tta,ii 

1 2
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G17.N'NS 
p T veyrar rn nnYi7 MS(t"J 1f 

(Unaudited) 

_lion iou ~. 

• a five- year hlstc

sUT l n included. Che rem 
financial statement:s focus on 2011-'1.2 am tine conipa-alive year 201.0-1.1. 
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Group five-year summary (Unaudited) 
Financial year ending March 

2012 2011 2010 2009 2008 
Income statement Em Em Em Em Em 
Turnover 9,352 9,006 9,199 9,410 9,238 
Network Subsidy Payment for Post Office Limited   2 180 ° 150  150 150 150 
Revenue 9,532 9,156 9.349 9.560 9,388 
Operating profit before exceptional items 442 246 404 321 162 
Operating exceptional items -modernisation costs  (231) (207) (224) (199) (644) 
Operating profit/(loss) after modernisation costs before other operating 211 39 180 122 (482) 
exceptional items 
Operating exceptional items - other (93) (88) (67) 50 203 
Non-operating exceptional items     183-- 1.09  5  11 58 
Profit/(loss) before financing and taxation 301' 60 118 183 221 
Finance income and costs, including net pension interest (38) (212) (380) (134) 144 
Profit/(loss) before tax 

_ 
263 < (152) (262) 49 (7 7) 

Taxation 2 (10)` (106) (58) (278) 212 
Profit/(loss) after tax   ---  253.': (258) (320) (229) 135 

Free cash flow#
2012 

Em 
2011 

Em 
2010 

Em 
2009 

Em 
2008 

Em 
EBITDA before pension costs 1,131 962 1,082 1.027 1.,052 
Working capital - (49) (83) (80) 140 
Pension payments (467). (771) (867) (873) (870) 
Modernisation investment in UKPIL. (424); (377) (325) (427) (149) 
Other exceptional items (59): (31) (59) (162) (74) 
Other capital expenditure (183) (210) (321) (317) (274) 
Other (dividends, tax, interest) (1) 26 14 (18) 28 
Government grant - - - 152 313 
Cash (outflow)/inflow before disposal of assets (8) (450) (559) (698) 166 
Disposal of assets   242 237 14 20  71 
Free cash inflow/(outflow) 234. (213) (545) (678) 237 

A defmitior of Fee cash flow is ui ovided cn uage 94. 

Balance sheet 
2012 

Em 
2011 

Em 
2010 

Em 
2009 

Em 
2008 

Em 
Net operating assets and investments In , u and associates 1,177 1,160 1,190 942 389 
Net debt (cash/cash equivalents less: loans/borrowings and finance lease obligations) (902); (965) (720) (80) 604 
Other net (liabilities)/assets   (5) 38 101 152 619 
Net assets before pension deficit and pension escrow investments 270- 233 571 1.014 1,612 
Pension deficit (2,922), (4,501) (8,041) (6,776) (2,923) 
Pension escrow investments 1,383 1,161 1,189 1,106 1,070 
Net liabilities (1,269) (3,107) (6,281) (4,656) (241) 

People numbers - period end employees 2012 2011 2010 2009 2008 
UK Parcels, International & Letters 151,156 155,181 1.60,291 167,396 172,113 
Post Office Limited 7,798 7,782 8,209 8,760 9,163 
UK wholly owned subsidiaries 158,954 162,963 168.500 176,156 181.276 
UK partially owned subsidiaries 3,926 4,254 4,217 4,438 4,313 
General Logistics Systems 13,362. 13,167 12,885 13,059 13,135 
Group total 176,242 180,384 185,602 193,653 198,724 

14 4 
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O
• 
iret . ` ¢and Auditor 

responsibilities in elatio 
to the Group financial state 

In simple terms: 
This section includes two mandatory statements signed by: 

• the Royal Mail Holdings plc Directors to confirm that they have follower' i t e law and regulations in preparing the Directors' 
Report and financial statements 

• the external auditor, Ernst & Young, to confirm that they have audited the financial statements and expressed an opinion on these 
statements in accordance with applicable law and International Standards on Auditing (UK and Ireland) 

Statement of Directors' responsibilities in relation to the consolidated financial statements 146 
Independent Auditor's Report to the members of Royal Mail Holdings plc 147 

Royal Mail Holdings plc 
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The Directors are responsible for preparing the. Directors' Report and 
the ' n, ra cial statements, in ac )rt r v.
re 'u cans Company v, t~ it, , ~r -1 t~c -i~ 0 t 'fE~ H, Icial 

r ear
e 

•FRSs) as < <~ 
r- ur;t)r ct nir. rr r c , n rn, a~ thr Director, r , ra t 

satlsfi,
0 of 

ln,s u the D ') ni t.ha t7: " i ,"F_;iFxr ig se 
lire, in ements, the Dire 'ors are seer ) c 1 

k ,~ suitable accounting policies and t ,.y them 
-Isistently; 

•snake judgements and account ig , ',u; iz.es that are reasonable 
and prudent 

• state whether the applicable IFRSs as adopted by the European 
Union have been followed, subject to any material departures 
disclosed and explained by the financial statements; and 

• prepare the financial statements on the going concern basis unless 
it is inappropriate to presume that the Company will continue in 
business. 

rhe Directors are responsible for keeping adequa::e accounting 
I tt h' v - cf `:r Jr 'e  iys 

F., J_., VV , F. _L~ zU _rl ly ~r,I try, 

statement s cos and, as 
Group financial the IAS 

=1r till for f rey are also ding the assets of 
hence .,, ~t reasor cc the 

i an a and other i critics. 

GRO 
Donald Brydan Ai e er sn= 

W 
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Independent Auditor's Report 
to the members of 
Royal Mail Holdings p1HoLdings pk 

We have audited the Group financial statements of Royal Mail 
Holdings plc for the year ended 25 March 2012 which comprise the 
Consolidated income statement, the Consolidated statement of 
comprehensive income, the Consolidated statement of changes in 
equity, the Consolidated balance sheet, the Consolidated statement of 
cash flows and the related notes 1 to 28. The financial reporting 
framework that has been applied in their preparation is applicable 
law and International Financial Reporting Standards (IFRSs) as 
adopted by the European Union. 

This report is made solely to the Company's members, as a body, in 
accordance with Chapter 3 of Part 16 of the Companies Act 2006. 
Our audit work has been undertaken so that we might state to the 
Company's members those matters we are required to state to them 
in an auditor's report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to 
anyone other than the Company and the Company's members as a 
body, for our audit work, for this report, or for the opinions we have 
formed. 

Respective responsibilities of directors 
and auditors 
As explained more fully in the Directors' Responsibilities Statement 
set out on page 146 the Directors are responsible for the preparation 
of the Group financial statements and for being satisfied that they 
give a true and fair view. Our responsibility is to audit and express an 
opinion on the Group financial statements in accordance with 
applicable law and International Standards on Auditing (UK and 
Ireland). Those standards require us to comply with the Auditing 
Practices Board's Ethical Standards for Auditors, 

Scope of the audit of the financial 
statements 
An audit involves obtaining evidence about the amounts and 
disclosures in the financial statements sufficient to give reasonable 
assurance that the financial statements are free from material 
misstatement whether caused by fraud or error. This includes an 
assessment of: whether the accounting policies are appropriate to 
the Group's circumstances and have been consistently applied and 
adequately disclosed: the reasonableness of significant accounting 
estimates made by the Directors; and the overall presentation of the 
financial statements. In addition, we read all the financial and non-
financial information in the Annual Report and Financial Statements 
to identify material inconsistencies with the audited financial 
statements. If we become aware of any apparent material 
misstatements or inconsistencies we consider the implications for 
our report. 

Opinion on financial statements 
In our opinion the Group f nancial statements: 

• give a true and fair view of the state of the Group's affairs as at 
25 March 2012 and of its profit for the year then ended; 

• have been properly prepared in accordance with IFRSs as adopted 
by the European Union; and 

• have been prepared in accordance with the requirements of the 
Companies Act 2006. 

Opinion on other matter prescribed by the 
Companies Act 2006 
In our opinion the information given in the Directors' Report for the 
financial year for which the Group financial statements are prepared 
is consistent with thr Or s r ;p `nancial statements. 

Matters or r ,, icFr ,rt, r° squired to 
report i : ;exception 

ing to report in respect u Jie following matters where 
- Companies Act 2006 requires us to report to you if, in our 

opinion: 

• certain disclosures of Directors' remuneration specified by law are 
not made; or 

• we have not received all the information and explanations we 
require for our audit. 

Other matter 
We have reported separately on the parent company financial 
statements of Royal Mail Holdings plc for the year ended 
25 March 2012. 

Easy' ~,-
Richard Wilson (Senior statutory auditor) 
for and on behalf of Ernst & Young LLP, 
Statutory Auditor 
London 
27 June 2012 

Royal Mail Holdings plc 
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Royal Mail Hotdks plc - 
pare nt Company financial 
statements 2011 12 

In simple terms: 
This section includes mandatory financial statements for Royal Mail Holdings plc, the Group's holding ('top') company. (the Company) which is 
a non-trading entity. Key points to note are: 

• the Company's financial statements are prepared under UK Generally Accepted Accounting Practice (UK GAAP), different to the Group 
consolidated financial statements presented in preceding sections which are prepared under IFRS. In common with many other large 
organisations, the Group still prepares its separate legal entity (or'solus') accounts under UK GAAP. 

• the r-,r has investments which at 25 March %" I l as security in support of the Group's pension deficit recovery period. 
Or '_% these investments were reLea cv~. 

• in < 'i' ,,up LLd, Post. Off , became a direct subsidiary investment of the Company on 1. April 2012. 

Parent Company balance sheet at 25 March 2012 and 27 March 2011 149 
Notes to the parent Company financial statements 150 
Statement of Directors' responsibilities in relation to the Parent Comoanv financial statements 153 

to 
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Parent Cern pariy
financiaL statements 

The majority of the Annual Report and Financial Statements relates to the Royal Mail Holdings plc Group consolidated accounts, which 
comprise the aggregation of all the Group's trading entities (subsidiaries, joint venture and associated undertakings). This mandatory section 
reports the individual balance sheet of the top holding company, Royal Mail Holdings plc (the Company). For the duration of 2011-12 the 
Company had one direct subsidiary investment, a 100% holding in Royal Mail Group Ltd and held a majority of the pension escrow 
investments at the balance sheet date, which are summarised in note 5. On 1 April 2012, after the balance sheet date, the Group's 100% 
investment in the Post Office Limited subsidiary was transferred from under the ownership of Royal Mail Group Ltd to the Company at £nil 
value, being its cost less cumulative impairment. Also, on this date, the Directors of the Company except for Paula Vennells, Chief Executive 
Officer of Post Office Limited and Donald Brydon (Chairman), became Directors of Royal Mail Group Ltd. Alice Perkins was also appointed to 
the Royal Mail Holdings plc Board on 1 April 2012, 

Parent Company balance sheet at 25 March 2012 and 27 March 2011 

2012 2011 
Note= £m £n, 

Fixed assets 
Investments in subsidiaries 4 - -
Investments in pension escrow 5 1,234 1,074 
Total net assets 1,234 1,074 
Capital and reserves 
Share capital 8 - - 
Share premium 9 430 430 
Reserves 9 144 56 
Profit and loss account 9 660 588 
Shareholder's funds 1,234 1,074 

The financial statements on pages 149 to 152 were approved by the Board of Directors on 27 June 2012 and signed on its behalf by: 

GRO 
Donald Brydon Alice Perkins 
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4. Investments in subsidiaries 
Cost Impairment 2012 2011 
Em £m £m Ern 

----- --- -- —— — — — — 
4,160 (4,160) - 3,784 

- 
- ._ (3,784) 

— 
--- - -.—. —. -

---_—_. ._— .--_ 
-------- -.------ r.111 4,160 4,160 

-1.1, in accordance VI ,t t`l .E 101 :.ail ant of ix i 11350 d Goorvill', the carrying value of the Company's investmw In "tt. .i1 
[tr _td VJa (r ~`lf; i ~ U~ .y ~(C: ,[ i .L. :v r,'o r 0 =t, r Cot aA('V. If ,/ ilo In I c 1N:i'. ,,. J , i ;t l 

hr ~~ .-~ - ,~ , _ 
"1 '~  'r  '; ),. .i .  } '7 f "r Y'C  .  In an 

-w :fl iEni ch :;rcte of £3,/'81 a he n. i P- v"'': for ',hl 11/ VU 'a.iiniatLon W</ .i ra• . ..... I' n-  . " i`' (a' _ e `sn for tefocPt. 

./5 March 211..2. the irn;sr 't a . or pang's inves n ~ ;t. in Royal Ma (, :. ` . T ;n .r1, it in the PMPP 
.sor removed r r', At WI e,:51- if . c h ":awes of Royal Mai ;group Ltd, before ,,rc oIL 051or 0 .icr 51 re air ne-iti e , 1d I, h. 3 y_att tto 

a tray record of su ,ill -aol LA - LAos ca Oh low pea Pi a itsn. 

On 1 Apr I ,(3' t, ,en r I-r Pci . no' s ear r-ni F ,l 11fh or P t . r c' erne an additional direct st s i, ary of the Company (note 1.1 refers). 

`, -' ,b " i 'l) ri'. scro 
2012 2011 

Average Average 
effective effective 

rate 2012 rate 2011 
% £rn % Ern 

0.4 1
:::. 

0.4 3 
bills 0.4 257 0.5 242 

ilr; :'rAged securities (index linked) 4.3 835 4.7 707 
Gilt <.,dged securities (conventional) 4.8 141 4.8 122 

1,234 1,074 

These pension escrow investments are discussed further in the Group financial statements (note 11).

r ny is a non C ~, nts in pension escrow of £41m (2011 
£46m) and a tax credit of £31m 12011 `,m credit). The investment in Royal Ma',I Group Ltd was impaired by £3,784m in 2015..

7.Taxattktn 

I r, rl has been taken to the Financial Assets Reserve, reflecting the tax liability on the fair value changes 
on available for so f in, al ;r ' tax credit of £31m (2011 £5m credit) has been taken to the profit and loss account, reflecting the 
sheltering of tl ar x ry L, ass, of other Group companies. 

a. ti1hr.. .,05 ' i L ,i. ( 

h  b r a , I II ; ai -r, rit _ ' ic, 
2,, ~ ~ ~ r1r i, t,~~ ~at ,a _rt. .,a .r , ~ .~ ; f r 
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. hareho(der9:1 f' ss 

Profit and Financial 
Share loss Assets 2012 2011 

premium account Reserve Total Total 
£m £m £m £m Cm 

430 588 56 1,074 4,795 
gar - 72 - 72 (3,733) 

di*prl lv to reserves - - (31) (31) (5) 
- 119 119 1.7 

At 5 Mar :;h ` 11. " a 4 27 Mr,. h 1.1. 1h4G11ftGft 1,234 1,074 
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,; f l,. , 

Deiail4, cf d argcs registered over the assets of the Company are contained in the Group financial statements (notes 113 and '15). 
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ft 11.. „  '' 'a ate the majority n loyal Mail Holding v: . n  " -,carne Directors of Royal Mail Group I.A. 
r P: ki- . < d on in v ri ;re hr, truly Directors of is ry , Mail Holdings plc -,t A,

° ai l °ol ,itn ;`  'o M 21.2bn of invu tr 'rrts, which were . :4 -i : n- m ontow up to 1 April 2012, and 
1h n li not be trans`erl is r P ,v , Mail Group ltd or Post Office Limited. 
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Statement of : . j ? 

responsibilities in reiation to t. -- 
parent o m l ny financial Laement 

The Directors are responsible for preparing the Directors' Report 
and the financial statements in accordance with applicable law 
and regulations. 

Company law requires the Directors to prepare financial 
statements for each financial year. Under that law the Directors 
have elected to prepare the financial statements in accordance 
with United Kingdom Generally Accepted Accounting Practice 
(United Kingdom Accounting Standards and applicable law). 
Under company law the Directors must not approve the financial 
statements unless they are satisfied that they give a true and fair 
view of the state of affairs of the company and of the profit or 
loss of the company for that period. In preparing these financial 
statements, the Directors are required to: 

• select suitable accounting policies and then apply them 
consistently; 

• make judgements and accounting estimates that are 
reasonable and prudent; 

• state whether applicable UK Accounting Standards have been 
followed, subject to any material departures disclosed and 
explained in the financial statements: and 

• prepare the financial statements on the going concern basis 
unless it is inappropriate to presume that the Company will 
continue in business. 

The Directors are responsible for keeping adequate accounting 
records that are sufficient to show and explain the Company's 
transactions and disclose with reasonable accuracy at any time 
the financial position of the Company and enable them to ensure 
that the financial statements comply with the Companies Act 
2006. They are also responsible for safeguarding the assets of 
the Company and hence for taking reasonable steps for the 
prevention and detection of fraud and other irregularities. 

The Directors are not required under UK law to prepare a 
Remuneration Committee Report but, in accordance with the 
principles of good corporate governance, as outlined in the 
Combined Code, have chosen to do so. This Report has been 
prepared by the Remuneration Committee as if the Company 
was required to comply with both Schedule 8 to The Large and 
Medium-sized Companies and Groups (Accounts and Reports) 
Regulations 2008 of the United Kingdom and relevant Listing 
Rules of the Financial Services Authority and has been approved 
by the Board. The only exception is that a performance graph has 
not been included, since the Company is not quoted. 

GRO 
Donald Brydon Alice Perkins 
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Independent Auditor's Report
th the members of the parent
Company, IoyaL Mail Ho(dhjs plc 

r 

We have audited the parent Company financial statements of 
Royal Mail Holdings plc for the year ended 25 March 2012 which 
comprise balance sheet and the related notes 1 to 11. The 
financial reporting framework that has been applied in their 
preparation is applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting 
Practice). 

This report is made solely to the Company's members, as a body. 
in accordance with Chapter 3 of Part 16 of the Companies Act 
2006, Our audit work has been undertaken so that we might 
state to the Company's members those matters we are required 
to state to them in an auditors report and for no other purpose. 
To the fullest extent permitted by law, we do not accept or 
assume responsibility to anyone other than the Company and the 
Company's members as a body, for our audit work, for this 
report, or for the opinions we have formed. 

Respective responsibilities of Directors 
and auditors 
As explained more fully in the Directors' Responsibilities 
Statement set out on page 153, the Directors are responsible for 
the preparation of the parent Company financial statements and 
for being satisfied that they give a true and fair view. The 
Directors are also responsible for the preparation of the Directors' 
Remuneration Report, which they have chosen to prepare as if 
the Company was required to comply with relevant requirements 
of both the UK Companies Act 2006 (and Regulations 
thereunder) and the Listing Rules of the Financial Services 
Authority. The only exception is that a performance graph has not 
been included, since the Company is not quoted. Our 
responsibility is to audit and express an opinion on the parent 
Company financial statements in accordance with applicable law 
and International Standards on Auditing (UK and Ireland). Those 
standards require us to comply with the Auditing Practices 
Board's Ethical Standards for Auditors. In addition, the Company 
has also instructed us to review whether the section of the 
Directors' Remuneration Report that has been described as 
audited has been properly prepared in accordance with the basis 
of the preparation described therein. 

Scope of the audit of the financial 
statements 
An audit involves obtaining evidence about the amounts and 
disclosures in the financial statements sufficient to give 
reasonable assurance that the financial statements are free from 
material misstatement, whether caused by fraud or error. This 
includes an assessment of: whether the accounting policies are 
appropriate to the parent Company's circumstances and have 
been consistently applied and adequately disclosed: the 
reasonableness of significant accounting estimates made by the 
Directors; and the overall presentation of the financial 
statements. In addition, we read all the financial and non-
financial information in the Annual Report and Financial 
Statements to identify material inconsistencies with the audited 
financial statements. If we become aware of any apparent 

material misstatements or inconsistencies we consider the 
implications for our report. 

Opinion on finarn :ia w its 
In our opinion the parent Company financial statements: 

• give a true and fair view' of the state of the Company's affairs 
as at 25 March 2012; 

• have been properly prepared in accordance with United 
Kingdom Generally Accepted Accounting Practice; and 

• have been prepared in accordance with the requirements of 
the Companies Act 2006. 

Opinion on other matters prescribed by 
the Companies Act 2006 
In our opinion: 

• the part of the Directors' Remuneration Report that has been 
described as audited has been properly prepared in accordance 
with the basis of preparation as described therein; and 

• the information given in the Directors' Report for the financial 
year for which the , c ial statements are prepared is 
cars' ent: with th Company finan '' statements. 

Mates 's rJ , whi }i'l -, rr  tµ 
repor=t by exception 
We have nothing to report in respect of the following matters 
where the Companies Act 2006 requires us to report to you if, in 
our opinion: 

• adequate accounting records have not been kept by the parent 
Company, or returns adequate for our audit have not been 
received from branches not visited by us: or 

• the parent Company financial statements and the part of the 
Directors' Remuneration Report to be audited are not in 
agreement with the accounting records and returns: or 

• certain disclosures of Directors remuneration specified by law 
are not made; or 

• we have not received all the information and explanations we 
require for our audit. 

Other r , er 
'Al ; , u .. vway on the Group financial statements 
ol r the year ended 25 March 2012. 

Y 
Richard Wilson (Senior statutory auditor) 
for and on behalf of Ernst & Young LLP, 
Statutory Auditor 
London 
27 June 20:12 
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Pro-forma 201142 financial 
statements for Royal Mail Group excluding 
Post Office Lr u ited (unaudited 

In simple terms: 
. in view of the possibility of Post Office Limited formally separating from the remainder of the Group at a future date, this section provides 

an indication of how the Group's consolidated primary financial statements would took if Post Office Limited was not part of the Group. 
These statements are not mandatory and have not been audited. 

Introduction 156 
Royal Mail Group excluding Post Office Limited five-year summary (unaudited) 156 
Summary of financial results (unaudited) 157 
Consolidated income statement (unaudited) 158 
Consolidated balance sheet tai (unaudited) 159 
Consolidated statement of cash flows (unaudited) 160 

For the year ended 25 March 2012 and 27 March 2011. 

At 25 March 2012 and 27 March 2011 
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oyal Group excluding Post Office Limited five-year summary (unaudited! 

2012 2011 2010 I r10 
Income statement £m Lm €m P n 

External reven 8,731 ;,"3`? 8,r> _ ; r 8 ,77 
In.r company ref,,rl.., f:-,rr Po 

1 Office I_irniter1 33 5 6 3 44 
8,764 8 8 7 6,o._; '?'l

15 381 2 J r 2t1: x6 
epi:ic (229) (1 % )

prufit/(los) ~~ e nisatlor ccs ,u_.lore other 152 8 ( 66j 
of zt 7 exceptions& item 
la , r <:r tir l s r ,s - other (57) ) " ('1 3)

„ l 95 ti-t.76) 
rrgexceptl_-i ! "rs 2 182 6 53 

Profit/(loss) bed )rn `rr `. xn on 277 3 (123) 
Net finance (costs;, =tF )rne n,_Luowg neq.. pensions interest (34) ( ) (17O) 155 
Profit/(loss) before l ax 243 (1 a)  (r (:. , 32 
taxation (charge)/c it (20) (1 t) (u' r 184 
------ ----------------- 
Pro-fiU(loss after tax 223 --- - (236) ( — ;------ 216 

2012 
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2012 2011 2010 2009 2008 
F  fflow# £m £m £m £m £m 

before rension costs 1,076 9?5 1,011. 991. 1,081 
tc girl:; c lt- (19) 8) 31 63 (76) 

its (440) (1,:4) (811) (809) (801) 
nvrstrnentin UKPIL. (429) (t % ') (325) (427) (149) 
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tune (150) E"I %5) (234) (237) (183) 

rrst) (46) ?) (29) (68) (11) 
a fl V tol 2 a>oo_,ttl U1 a'st=ts (45) (4 a)   (365) (487) (139) 

as _ 240 10 11 65
F  t Ott fdto)  195 (r J) (355) (476) (74) 

a"IF 1h1 

,;yam 
2012 2 1 2010 2009 2008 
£m _m £m £m 

1,444 1,416 1,438 1,335 1, 074 
ci s. toans/ hoc rov Fgs and 

(1,335) (1,359) 11,135) (685) (201) 
(5) 38 ; 149 619 

j I I i i merits 104 95 799 1,492 
r , .~ deficit (2,716) (4,185) (7 ` '7) (6,301.) (2,718) 
Pension escrow in  , 1,383 1,1.61 1 '1 <, 1,106 1,070 
Net liabilities (1,229) (2,929) (_ (4,39() (156) 
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Royal Ma Group xciuding 
Post Office Lire i d Summary 
of financial ul (unauditeo) 

Profit and loss summary 

2012 2011 
fm Em 

External revenue 8,764 8,415 
Operating costs (8,384) (8,208) 
Modernisation costs (229) (192) 
Share of profits from associates 1 3 
Operating profit after 
modernisation costs 152 18 
Other net exceptional items 125  56 
Profit before financing and taxation 277 74 
Net finance costs and net pension interest (34) (192) 
Taxation charge (20) (118) 
Profitl(loss) for the financial year 223 (236) 

Free cash flow summary 

2012 2011 
Em Em 

EBITDA before pension costs 1,076 925 
Working capital (19) (58) 
Ongoing/other pension payments* (440) (453) 
Pension deficit payments for RMPP - (272) 
Modernisation investment in UKPIL (429) (377) 
Other capital expenditure and other 
exceptional costs (187) (182) 
Other (dividends, tax, interest)  (46)  (13) 
Cash outflow before disposal of assets (45) (430) 
Disposal of property and non-core 
businesses 240 230 
Free cash inflow/(outflow) 195 (200) 

Includes pension payments relating to redundancy of £36m (2011 £29m), of which £36m 
(2011 £29m) relates to modernisation. 

Balance sheet summary 

2012 2011 
Em Em 

Net operating assets and investments 
in associates 1,444 1,416 
Net debt (cash/loans/finance teases) (1,335) (1,359) 
Other net liabilities (taxation, derivatives) (5)  38 
Net assets before pension deficit and 
pension escrow investments 104 95 
Pension deficit (2,716) (4,11.85) 
Pension escrow investments: 

in Royal Mail Holdings plc 1,234 1,074 
in Royal Mail Group Ltd 149 87 

Net liabilities (1,229) (2,929) 

• external revenue increased by £349m, from £8,415m in 2011 to 
£8.764m in 2012 as the impact of price increases more than 
offset core traditional volumes decline in UKPIL; 

• operating costs increases are lower than inflation and comprise a 
reduction in people costs, offset by expected increases in non-
people costs; 

• modernisation costs in 2011 included a £101m credit relating to 
the legacy share scheme. Underlying costs have reduced mainly 
due to lower redundancy costs; 

• other net exceptional items of £125m mainly comprise profit on 
disposal of property of £156m; 

• net finance costs of £34m have reduced by £158m, mainly due to 
a non-cash pension interest credit in 2012, driver by changes in 
long-term pension assumptions; and 

• taxation charge of £20m mainly relates to GLS profits, compared 
with 2011 which included £79m relating to the write-down of UK 
deferred tax assets. 

• EBITDA before pension costs of £1,076m is £1.51rn higher than 
last year due to improved trading performance; 

• RMG ex POL is no longer required to make pension deficit 
payments into the main pension scheme (2011 £272m payment). 
Significant ongoing/other pension cash costs of £440m remain; 

• modernisation investment continues, but focus now changing from 
processing units to delivery and collections: and 

• before property and f ~_._ .sumed 
cash, but at a lower 1r~ ' I last year. 

• net debt has decreased by £24m mainly due to cash generation, 
partly offset by an increase in finance leased assets and non cash 
interest; 

• the accounting pension deficit decreased from £42bn in 2011 to 
£2.7bn in 2012, mainly due to a net £4bn improvement in the 
market value of pension assets - primarily investments in bonds; 

• pension escrow investments increased by £222m, mainly as a 
result of increased gilt investment values and interest accrued; 

• on 1 April 2012 almost all of the pension liabilities and pension 
assets of the RMPP, built up until 31 March 2012, were 
transferred to HM Government. This arrangement left the RMPP 
fully funded on an actuarial basis in respect of historic liabilities at 
that date; 

• after the balance sheet date, £149m of pension escrow 
investments held by Royal Mail Group Ltd were made available to 
that company; and 

• Royal Mail Holdings plc continues to hold £1.2bn of investments 
which previously were held in pension escrow and which will not 
be transferred to Royal Mail Group Ltd or Post. Office Limited. 
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Annual Report and =irarc:ial Stalernerts 201.1-12 M_045082 



UKG100043213 
UKG100043213 

Royal Mail Group excluding 
Post Office i i ited Consolidated 
income statement
for the year end: end:d 25 March a 7hhrrh 2011 (unaudited) 

201 
£m cm 

Continuing operations 

Revenue 8,764 8.415 
People costs (4,920) (4,986) 
Distribution and conveyance costs (1,755) (1.616) 
Other operating costs (1,709) (1.,606) 
Share of post tax profit from associates    1  3 
Operating profit before exceptional items 381 210 
Modernisation costs operating exceptiona. items (229) (192) 
Operating profit after modernisation costs before other operating exceptional items 152 18 
Other operating exceptional items (57) (48) 
Operating profit/(loss) 95 (30) 
Profit on disposal of property, plant and equipment 156 60 
Profit on disposal of businesses 26 44 
Profit before financing and taxation 277 74 
Finance costs (111) (106) 
Finance income 53 69 
Net pension interest 24 (155) 

---------------------------------------------- Profit/ lass before taxation 
----

243
Taxation charge (20) (118) 

Profit/(loss) attributable to: 
Equity holder of the parent company 222 (237) 
Non-controlling interest 1 1. 

1 
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Royal Mail Group excluding 
Post Office Limited Consolidated 
balance sheet 
at 25 March 2012 and 27 March 2011 (unaudited) 

2012 2011 
Em Em 

Non-current assets 
Property, plant and equipment 1,814 1,820 
Leasehold land payment 3 3 
Goodwill 189 197 
Intangible assets (mainly software) 135 126 
Investments in associates 3 9 
Financial assets — pension escrow investments 1,383 1,261 

— bank deposits - 44 
— derivatives 2 6 

Deferred tax assets 9 8 

Non-current assets held for sale 
Current assets 
Inventories 32 33 
Trade and other receivables 1,036 906 
Financial assets — derivatives 9 36 

— short-term deposits 31 1 
Cash and cash equivalents 473 319 

1,581 1,295 
Total assets 5,123 4,673 

Trade and other payables (1,512) (1,394) 
Financial liabilities — obligations under finance leases (86) (61) 

— derivatives (4) (3) 
Income tax payable (9? (6) 
Provisions (132) (167) 

(1,743) (1..631 
Non-current liabilities 
Financial liabilities — interest bearing loans and borrowings 

— obligations under finance leases 
— derivatives 

Provisions 
Retirement benefit obligation - pension deficit 
Other payables 
Deferred tax liabilities 

(1,522) (1,478) 
(231) (184) 

(1) 
(85) (85) 

(2,716) (4,185) 
(36) (29) 
(18) (10) 

------------------------------------------------------ ---Total liabilities (6,352) (7,602) 

Equity 
Share capital 
Share premium 430 430 
Retained earnings (1,913) (3,580) 
Reserves 254 213 
Equity attributable to equity holder of parent company (1,229) (2,937) 
Non-controlling interest 8 
Total equity . (1,229); (2,929) 
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Royal Mail Group excLuung 
Post Office Limited nsolidate 
statement of cash
for the year ended 25 March 2012 ra 7 ;h rrh 2011 (unaudited) 

~~. 2011 
£m Em 

Cash flow from operating activities 
Operating profit before exceptional items 381 1.i0 
Adjustment for: 
Pension operating costs 395 432 
Depreciation and amortisation 301 286 
Share of post tax profit from associates     (1)  (3) 
EBITDA before pension costs 1,076 925 
Working capital movements: (19) (58) 

Decrease/(increase) in inventories 1 (1) 
Increase in receivables (148) (21) 
Increase/(decrease) in payables 116 (25) 
Net increase in derivative assets (6) (12) 
Increase in non-exceptional provisions 18 1 

'ension operating costs paid (404) (695) 
Cash payments in respect of of items (317) (247) 

Legacy share scheme/Business Transformation (60) (9 
Redundancy (129) (10 
Redundancy related pension costs (36) (2 
One-off projects (55) 
Other - 

Non-modemisatj-i (37) 

Cash inflow/(outvaowj trop operations 336 (75) 
Income tax paid (35) (36) 
et 

Dividends received from associates 4 9 
Finance income received 53 68 
Proceeds from sale of property, plant and equipment 0 203 157 
Proceeds from disposal of businesses 37 73 
Purchase of property, plant and equipment (including modernisation investment in IJKPIL) (287) (270) 
Acquisition of businesses (2) (2) 
Purchase of intangible assets (software) (45) (70) 
Payment of deferred consideration in respect of prior years' acquisitions (1) 
Net (purchase)/sale of financial assets investments (non-current) (45) 42 
Net purchase of financial assets investments (current) (30) -

------------------------------- Net cash outflow inflow from investing activities (113) 7 
Net cash inflow/(outflow) before financing activities 188 (104) 
Cash flows from financing activities 
Finance costs paid (68) (54) 
Payment of capital element of obligations under finance lease contracts (49) (62) 
Cash received on sale and leasebacks 88 115 
New loans 300 
Repayment of borrowings            (1)   (42) 
Net cash (outflow )/inflow from financing activities (30) 257 
Net increase in cash and cash equivalents 158 153 
Effect of exchange rates on cash and cash equivalents (4) (2) 
Cash and cash equivalents at the beginning of the period  319 168 
asCh and cash equivalents at the end of the period 473 319 

Royal Mail Holdings plc 
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Royal Mail Group excluding 
Post Office Limited Consolidated 
statement of cash flows 
for the year ended 25 March 2012 and 27 March 2011 (unaudited) (continued) 

Free cash flow 
Free cash flow in RMG ex POL is defined as the net cas' _ , ' .i) before financing activities (except finance costs paid), less the net 
cash purchase/sale of financial asset investments (n Ed non-current). 

Free cash flow is not a measure defined under IFRS b L , indicator used by management to assess performance. 

A reconciliation of net cash inflow/(outflow) before financing activities' in the RMG ex POL consolidated statement of cash flows to Free cash 
inflow/(outflow) is shown below. 

2012 2011 

Net purchase/(sale) of financial asset investments (non-current) 45 (42) 
Net purchase of financial asset investments (current) i 30 
Finance costs paid (68) (54) 
--- ------------------------------------------------- ----
Free cash inflow/(outf{ow) 195;, (200) 
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