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POST OFFICE LIMITED
(company no..2154540)
Minutes of the meeting of the Board of Directors
held at Gavrelle.House, London, on 24 May 2002
Present:
‘Allan Leighton Chairman.
David Mills Chief Executive
'Peter Corbett Finance Director
Pavid Miller ' Operatlons Dlrector ‘
‘Marisa Cassoni @fm»{ Q““‘J"" Con ‘ﬁ“ “3 "J ~
John Roberts clas<f GYM‘- -, "a ek

In attendance:
)

“James Dean Emst. & Young
Dan Hamilton ‘CMS Cameron McKenna
David Day CMS:Cameron McKenna
Catherine Churchard Head of Legal Services, Consignia-plc
Jeff Triggs Slaughter and-May
Jonathan Evans Comipany Secretary
Anna Malley Notes

O 6 czlolg  INTROBUEHON- {OST oFFILC QMITE) decounT  Zezol- 02,

e Clatpnar

(t) Jt—was explained to. the meeting that the Company’s. ultimate parent company,
Consignia Holdings plc (“Holdings”) proposed to. make a prehrmnaxy
announcement of the results of the Consignia group for the financial year 200172,
on a. going concern basis. The meeting had been convened to consider w}iether,‘iﬁ
the context: of: that proposed announcement, ‘the Directors were able to conclude
that the :accounts of the Cotiipany for that period should be:prepared on a.going
coﬁéembési's/'

(i ) For the purposes of Article 89-of the. Company's Articlés of Association and
‘pursuantto section 317 Companies Act 1985, it wasnoted that Allan Leighton,
Marisa Cassoni, John Roberts.and David Mills were directors of Consignia
Holdings-PLC and Consigniaplciand that accordmgly they-were to be: regarded as
‘having-an.interest:in:any:transaction or arrangement between the: Company,and
-either of such:other companies;
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( M j) There weére produced to:the:meéting copies.of the following:-

1) a draft letter from the Secfetary:of State dated 21% May 2002 setting out, inter
alia, the Government’s intentions for funding the Consigria group over the
foreseeable future;

(L) a further draft letter from‘the DTI dated 21 May 2002;

(@) a Agro‘qp.cashﬂowiganaly‘sis dated 23 May'2002;

¢

@

‘(gj) a draft “comfort” letter to be addressed to the Directors from. H(ﬂdiﬂ'gS in rélation
- to Holdings™intention to:provide-financial support to,the: Company;

(@)‘ ‘the current strategic plan of.the:.Company;;and

(\{»{) the draft accounts:for 200142,

PN “Tkh N

C@ ‘The Direetors carefully considered the documents produced to the meeting, 4n..
paticular -~k poled o Adjearsii 7

(H) @

S —————

(ks) A

(\“‘) @) : 1 d the extent of the-comfort to be. derived from the draft
leétter from the Secretary of Staté {having regard, .in particular, to: the various
conditions reférred to in'the'letter} and thedraft letter. from thé DTL. It:Was'noted
in addition that personal .assurances- had been given to ‘thie Gioup Finarice
Director, the Consignia ‘plc. Chief Executive, and the Chief Exéciitive of the
Company, from the Treasury; DTI and the Prime Minister’s private office, that
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the current Government could not foresee circumstances in*which.the Company
‘would be allowed to.become-insolvent;

: : that the Company had agreed to produce arevised
-strateg1c plan by Ist: Septembcr 2002 It was noted that'the Company had taken
-aprudent decision to remove funding for tbe Social Network.Payment-and Your
Guidé from the plan, inithe:absence.of-any financial support;

Q \!E‘a\-)(&) the prOJected fiiture cash flows of the, Consignia group,:were—earefutly

() 6

(x

i)

"mns;defed, including ‘the héadroom :contaified in them and. the. sensitivities: to
which they were potentlally subject. Furthefinore, the Horizon funning costs, the
removal of benefit. agency' pre-payments and. the thove to aiitomated credit
transfer would mean that‘thé Companz remained lo@akmg throughout the
duration of the plan, and were depend‘ant on continued support from- the parent

company; fd,

d*the.draftiletter from Holdingstand:the'extent of
the firiancial. support Contained therein, noting that it:was (amongst other things)
subject to certain. coriditioris and constraints-imposed by the Secretary-of State’s
letter: It would be important to keep the financial position. of Consignia
Holdmgs plc and Cons1gma plc under réview, given the dependence of the
Company on the support of its: pareng
tpwas:moted that-the Secretary of State’s letter did not amount‘to a.légally binding
obllgatlon to- advance the ‘necessary. funding 'for the Consignia group and ‘was
subject toithe’ followmg conditions:--

a) approval by the Holdings Board. of the corporate governance, structure and
performance management. arrangements proposed in it (it being noted that the
: Holdings Board had indicated its intention:to give this approval);
b) anynecessary state aid-clearances;
c) the NLF approving the funding where nécessiry; and

d) the Company producing a revised strategic plan by 1 September 2002 as
referred to inthe Secretary of State’s letter;

Jt-wes-also-neted thatithe consent: of Postcomm. maybe.necessary to deal with the,
'gxlts currently held by Conmgma plctin the:manner:envisaged by the: Secretary of
.State § letter.

‘This., notw1thstandmg, #-was-agreed-that the letter (together with the-further letter
from the DTI) constitited evidénce of the Secretary of State’s commitment to
fundm_g‘the Consignia‘group, including the post office netwotk.
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After careful consideration of the uncertainties inherent in the Secretary of State’s
letter-and the possible: risks '{_nvo,lved in the delivery of the’ Company’s strategic.
' resolved: _“,}iavi'rlvg,regard;toz

p_la:r_[ ' aote

&S0

e the Government’s publicly expressed commitment to funding the network;

Gi)' the intentions expressed in the Secretary of State’s letter and the

‘o supplemental letter from the DTI

(#1). the pérsonal assurances-provided to-certain Directors by the Treasury; the
d DTI and the.Prime:Minister’s: private:office; "

‘(f"ﬁ'); the terms of the:lettér oficomfort from Holdings;;

(%) the Company’s iindérstanding of the financial position of Holdings-and of

¢ Consigniaplc;

(@#v)  the-Company’s cash flow forecasts as produced t6,the meeting; and

Qc"% the recommendation of the Holdings audit committee that. the Consignia
' group’s accounts:should be prepared on a going concern basis;

and.subject:to the:Secretary.of State’s letter, the-DTI letter and the comfort letter
ﬁdt.’r‘laHbldingsabeing:si'gnﬁt‘il;l{ ithe orm téb eg.‘g_r §¢Plj§1c_t‘to mn‘c_n‘dmenfs'agreed
by ttie:Company’s‘Board), thé Compa ﬁﬁ‘y was likely Y6 meet;its liabilities as'they
fell due for the foreseeable Tuture and that-the Company’s accounts for the
financial year 20(}1/-02‘Sh'9ﬁ{d[th§ efore be.prepared-on a going concern basis.

[he-Directors-also-agreed-that the accounts be signed off:as presented, subject to
resolution of those outstanding issues presented.to the:meeting.

]

Ckf“ The Directors also noted, howeser, that ttie mirgins: contained -in.the cash flow
forecasts were. not great and that there were iincertainties inherefit.in the.delivery
of both the Company’s strategic plan to be prepared by 1 September-2002 and the
strategic plan of Consignia plc, on whose performance the ability of Holdings to
support the Company was dependent and that the ﬁnanc‘c_z évd_aildﬁle tq the

Company was subject-to a number of condifions: .vAcco,rdingl}piiwas;.__' that
the Company’s financial position should be kept under regular review by the
Board.
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