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Rayal Mail Enterprises Limited

Directors’ Report
The Directors present the Annual Report and Financial Statements for Royal Mail Enterprises Limited (the Company) These
financial statements relate to the 52 weeks ended 27 March 2011 {2010 52 weeks ended 28 March 2010}

Principal activities
The Company acted as holding company for the National Lottery related investments in Camelot Group ple and Camelot
Global Services Limited until the sale of these investments during the year

Review of the business and future developments
On 30 June 2010 the sale of the Companys only mnvestments held m Camelot Group plc and Camelot Glohal Services
Limuted was approved A profit of £42m resulted from the disposal of these associate investments

Results and dwvidends

The profit after taxation for the year was £45m (2010 £6m) At the signing date the Directors propose a dividend of £96m
{2010 £nil} The movement in reserves is shown m note 11 to the financal statements

Directors and thewr mterests

The followmng have served as Directors of the Company during the year ended 27 March 2011 and up to the date of
approval of these financial statements

Appointed Resigned
Mark Thomson 23 August 2011
Mick Jeavons 28 June 2010
lan Duncan 15 June 2010
Matthew Rase 23 August 2011

No Director has a beneficial interest n the share capital of the Company

Audit information

The Directors confirm that, so far as they are aware there Is no relevant audit information of which the auditor 1s unaware
and that each Director has taken all reasonable steps to make themselves aware of any relevant audit imformation and to
establish that the auditor 1s aware of that information

Qualifysng third party indemnity provisions for Directors

A partial qualifyimg third party indemnity provision (as defined in sectron 234 of the Companies Act 2006) was and remains
in force for the benefit of all the Directors of Royal Maill Enterpnises Limited and former Directors wha held office during the
year The indemnity s granted under article 129 of the ultimate parent company's Articles of Assaciation The indemruty 1s
partial in that 1t does not allow the Cornpany to cover the costs of an unsuccessful defence of a third party clam

Principal risk and uncertainties

The Companys princpal risk relates to the recoverability of the Company s net assets which compnsed of a recevable of
£96m due from Royal Mail Group Ltd its immediate parent company This nisk 1s mitigated by the fact that at the signing
date Royal Mail Enterprises Limited has proposed a dividend of £96m to be paid on 26 August 2011 which will extinguish
the balance with the parent company For further detaill see Going concem section below

Gomg concern

The Company has net assets of £96m at 27 March 2011 As noted in the principal nsk and uncertaimties section above the
Company s net assets comprise a recewvable of £96m due from its immediate parent company Royat Mail Group Ltd which
will be extinguished through the payment duning 2011-12 of the Companys proposed dwidend declared at the signing
date

However, the Board of Royal Mail Holdings plc {RMH) has concluded that without Government support Reyal Mail Group Ltd
{RMG) may not be able to meet its labilities as they fall due includmng the next £286m penston deficit contribution payment
due in March 2012 and the repayment of £200m Government foan faclities due in March 2014 Therefore the 2010-11
Annual Report and Financal Statements of RMH and of RMG include details of two material uncertanties that cast
significant doubt upon RMG s ability to continue as a going concern Firstly the relief of the majonity of RMG s pension defiat
and its balance sheet restructure are conditional on the obtaining of State Aid approval from the European Commission In
particular State Aid approval wili meed to be obtaned by March 2012 when the next pension deficit payment would
otherwise be due The second matenal uncertainty 15 whether Government would provide RMG with alternative financimg in
the event of a delayed or rejected application for restructuring aid

The Government subrmitted a formal State Aid notification to the European Commission in June 2011 outhining 1ts plan to
provide restructuring aid to RMG with the intention of returning the busimess to finanaal viabiity The Government has
announced that it hopes that the process will be completed by March 2012 The Directors of RMH and RMG beleve that the
Government would continue to provide adequate financing to RMG m the event of a delayed or rejected State Aid
application This 1s based on a number of factors mncluding the prior expenence of financng Post Office Limited by the
Government from 2006-7 onwards

After analysis of all the factors above the Directors of Royal Mail Enterprises Limited consider it appropriate to prepare the
financial statements on a going concern hasis




Royal Mail Enterprises Limited

Directors’ Report {continued)

Auditor
The auditor 15 deemed to be reappomnted under section 487{2) of the Companies Act 2006

By Order of the Board

Jon Millidge
Secretary
London

23 August 2011
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Royal Mail Enterprises Limited

Statement of Directors’ responsibilities in respect of the financial statements

The Directors are responsible for prepanng 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 tn accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) The financial statements are required by
law to give a true and fair view of the state of affars of the Company and of the profit or loss of the Company for that
penod In prepanng those financal statements the Directors are required to

s select suitable accounting policies and apply them consistently
s make judgements and estimates that are reasonable and prudent,

s state whether applicable UK Accounting Standards have been followed subject to any matenal departures
disclosed and explamed in the financial statements, and

s prepare the financial statements on the going concemn basis unless it 1s nappropriate to presume that the
Company will continue in business

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the
finanaial position of the Company and enable them to ensure that the financial statements comply with the Compamnies 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 cther irregularities




Royal Mail Enterprises Limited
Independent Auditor’'s Report to the members of Royal Mail Enterprises Limited

We have audited the financial statements of Royal Mail Enterprises Limited for the year ended 27 March 2011 which
compnise profit and loss account, statement of total recognised gans and losses reconclliation of movements n
shareholder s funds balance sheet and the related notes 1 to 14 The financial reporting framework that has been applied
in ther preparation 15 apphicable law and Umited Kingdom Accounting Standards {United Kingdom Generally Accepted
Accounting Practice}

This report 1s made solely to the Company's members as a body m 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 explamned more fully m the Directors Responsibiliies Statement set out on page 5 the Directors are responsible for the
preparation of the finanoal statements and for being satisfied that they give a true and far view Our responsibility s to
audit the financial statements in accordance with applicable law and International Standards on Audsting (UK and Iretand)
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 m the financial statements sufficent to give
reasonable assurance that the financial statements are free from matenal misstatement whether caused by fraud or errar
This includes an assessment of whether the accounting policies are appropnate to the Company's circumstances and have
been consistently applied and adequately disclosed the reasonableness of significant accountng estimates made by the
Directors and the overall presentation of the financial statements

Opmion on financial statements
In our opimign the Company financial statements

e gwe a true and fair view of the state of the Company's affairs as at 27 March 2011 and of its profit for the year
then ended

«  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
Emphasis of matter - going concern
In forming our optnion, which 1s not modified we have also considered the adequacy of the disclosures made in note 1 to
the financial statements concerning the company s ability to continue as a going concern The conditions descnbed m note 1
indicate the existence of matenal uncertaimties which may cast significant doubt about the company s ability to continue as a

gong concern The financial statements do not include the adjustments that would result iIf the company was unable to
continue as a gong concermn

Opimion on other matters prescribed by the Compamies Act 2006
In our opinion

The mformation given in the Directors’ Report for the financal year for which the finanaal statements are prepared Is
consistent with the Company's financial staternents

Matters on which we are required to report 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 m our opirwon

= adequate accounting records have not been kept by the Company or returns adequate for our audit have not
been received from branches not wisited by us or

e the Company financal statements to be audited are not in agreement with the accounting records and returns, or

e  certain disclosures of Directors remuneratton specified by law are not made or

s we have not receved all the mformation and explanations we require for our audit

(lwol 4 Loy £87

Alison Duncan (Sentor statutory audrtor)
for and on behalf of Ernst & Young LLP
Statutory Auditor
London

22 August 2011




Royal Mail Enterprises Limited

Profit and loss account
for the year ended 27 March 2011 and 28 March 2010

2011 2010
Notes £m £m
Discontinued operations
Profit on disposal of fixed asset investments 7 42 -
Profit before financing and taxation 42 -
Income from nvestments 5 3
Profit before taxation 45
Taxation charge 5 - -
Profit for the financial year from discontinued operations 11 45 6

All profit for the current year was in relation to discontinued operations

Statement of total recognised gains and losses
for the year ended 27 March 2011 and 28 March 2010

There are no recognised gans and losses other than the profit attributable to the Company of £45m {2010 £6m)

There 1s no statement of historical cost profits and losses as the financial statements are produced under the hustoric cost
accounting convention

Reconciliation of movements in shareholder’s funds
for the year ended 27 March 2011 and 28 March 2010

2011 2010

£m £m

Opening shareholder s funds 51 45
Total recogmsed profit for the financat year (see above) 45 6
Closing shareholder’s funds 96 51




Royal Mait Enterprises Limited

Balance sheet
at 27 March 2011 and 28 March 2010

2011 2010

Notes £m £m
Fixed assets
Investments i associates 7 - 31
Total fixed assets - 31
Current assets
Debtors - recevable within one year 8 96 1
Debtors - receivable beyond one year 8 - 19
Net current assets 96 20
Net assets 96 51
Capital and reserves
Called up share capital 9 - -
Profit and loss account 11 96 51
Shareholder’s funds 96 51

The finanoal statements on pages 7 to 11 were approved by the Board of Chrectors on 23 August 2011 and signed on its
behalf by

Mark Thomson



Royal Mail Enterprises Limited
Notes to the financial statements

1 Accounting policies
The following accounting policies apply throughout Royal Mail Enterprises Limited (the Company)

Finanaial period

The financial year ends on the last Sunday in March and accordingly these financial statements are made up to the 52 weeks
ended 27 March 2011 (2010 52 weeks ended 28 March 2010}

Basts of preparation

The finanoal statements on pages 7 to 11 have been prepared in accordance with applicable UK Accounting Standards and
law including the requirements of the Companies Act 2006 Unless otherwise stated in the accounting policies below the
finanaal statements have been prepared under the historic cost accounting convention

In making an assessment gn the Company s ability to continue as a going concern the Directars have identified two matenal
uncertainties that cast doubt upon the Company's ability to conttnue as a going concern taking into account the Company's
net assets represent a receivable from Royal Mall Group Ltd its immediate parent company {see the Directors Report on page
3) After careful consideration of all avalable nformation the Directors are of the view that it 1s appropriate that these
finanaal statements have been prepared on a going concern basis The finanoal statements presented for the year ending 27
March 2011 do not contain any adjustment that would be required if it was concluded that the Company was unable to
continue as a going concern

The financial statements present information about the Company as an individual undertaking

No new UK Accounting Standards which affect the presentation of these financial statements have been 1ssued

Mo cash flow statement has been presented as the Company 15 a wholly-owned subsidiary of a company which has presented
a conschidated cash flow staterent within 1ts Group finanoal statements

Changes 1n accounting policy

The accounting policies are consistent with those of the previous financial year

Interbusiness trading

The Company makes use of the services of other companies within the Group in order to take advantage of Group synergtes
having regard to the mutual dependencies that exist The interbusiness charges recognise these dependencies and are
reached through negotiation between the respective businesses

Investments in associates

Investments in assaciates within the Company's financial statements are stated at cost less any accumulated impairment
losses

Debtors

Debtors are recogmsed and carried at onginal mvoice amount less an allowance for non-collectable amounts An estimate for
doubtful debts 15 made when collection of the full amount Is no longer probable Bad debts are written off when identified

2 Staff costs and numbers
The Campany has no employees (2010 no employees)

3 Auditor's remuneration

Auditor's remuneration amounted to £4 750 (2010 £4 750) for the audit of the statutory financal statements and was met
by the immedsate parent company Royal Mail Group Ltd

4 Directors’ emoluments

The Directors did not receive any emoluments from the Company during the year {2010 £nil) The Directors are employees of
other undertakimgs within the Royal Mail Holdings plc Group of cormpanies The Directors’ remuneration for the period was
paid by other undertakings The Directors do not believe that it is practical to apportion this amount between their services as
directors of the Company and their services as employees or Directors of the fellow subsidiary undertakings

5 Income from investments

Investment mcomme relates to dividend income of £3m (2010 £6m) received from the Companys mvestment m assocate
Camelot plc This investment was sold during the year (note 7)

6 Taxation

There 1s no tax charge or credit {2010 nmil} The Company has no profits other than exempt dvidends recevable and exempt
prafits on disposal of fixed asset mvestments




Royal Mail Enterprises Limited

7 Investments in associates

2011 2010
Cost £m £fm
At 29 March 2010 and 30 March 2009 32 32
Disposals (32) -
At 27 March 2011 and 28 March 2010 - 32
Impamrment
At 29 March 2010 and 30 March 2008 1 1
Disposals (1) -
At 27 March 2011 and 28 March 2010 - 1
Net book value
At 27 March 2011 and 28 March 2010 - 31
At 29 March 2010 and 30 March 2009 3 3

On 30 June 2010 the sale of the Company s only investments being a 20% shareholding in Camelot Group pic and Camelot
Global Services Limited was approved These were located in the UK and prior to disposal were dassified as associates m the
consolidated group financial statements of Royal Mail Holdings ple The principal actvities of Camelot Group plc related to the
operation of the UK Natianal Lottery

This sale resulted in a profit of £42m The net book value of these investments at the time of disposal was £31m

8. Debtors

2011 2010
£m £m
Recewvable within one year
Amount due from associate - 1
Amount due from parent company 96 -
Total 96 1
2011 2010
£m £m
Recesvable beyond one year
Amount due from parent company - 19
9 Called up share capital
2011 2010
£ £
Authorised
Ordinary shares of £1 each 1,000 1,000
Total 1,000 1000
Allotted and fully paud
Ordinary shares of £1 each 1 1
Total

10




Royal Mail Enterprises Limited

10 Dividends
2011 2010
Total Total
£m £m
Proposed for approval by the shareholder
Final dwidend 96 -

Subject to approval by the shareholder the proposed dividend of £96m will be paid on 26 August 2011 and will he accounted
for as an appropration of profit and loss account reserves in the year ended 25 March 2012

11 Reserves
Profit and loss account
2011 2010
£m tm
At 29 March 2010 and 30 March 2009 51 45
Profit for the financial year 45 6
At 27 March 2011 and 28 March 2010 96 51

12 Related party disclosures

Associates

The following company's were associates of Royal Mail Enterprises Limited until the approval of the sale of these in June
2010 (nate 7)

Associate company Country of incorporation % Holding  Primapal activities up to sale
Operatign and promotion of the UK

Camelot Group plc United Kingdom 20  National Lottery

Camelot Global Services Limited United Kingdom 20  Operation and promotion of the Lottery

Related party transactions

The Company has taken advantage of one of the exemptions conferred by FRS 8 Related party disclosures, whereby certain
details regarding transactions with 100% owned subsidiaries within the same Group do not have to be disclosed where Group
finanoial statements are publicly available

During the year the Company entered into transactions with other entities within the same Group but which are less than
100% owned The transactions were in the ordmary course of business The transactions entered into and the balances
outstanding at the financial year end were as follows

Amounts
owed from related
Dwidends received party mcluding
from related party outstanding loans
2011 2010 2011 2010
£m £m £m £Em
Camelot Group plc 3 6 - -
Camelot Global Services Limited - - - 1

Camelot Group plc and Camelot Global Services Limited were disposed of during the year this transaction 1s disclosed within
(note 7} of these finanaal statements

13 Post balance sheet events
On 23 August 2011 the Directors proposed a dividend of £96m

14 Immediate and ultimate parent company

At 27 March 2011 the Directors regarded Royal Mail Group Ltd as the immediate parent company and Royal Mail Holdings
plc as the uluimate parent company The results of the Company form part of the Royal Mall Heldings plc Group financal
statements which are available from that company s website (www royalmailgroup com) or from the Company Secretary 100
Victona Embankment, London EC4Y OHQO
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