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Explanatory Note

PLEASE NOTE :

As previoudy advised, the confidence limits of the quality of service survey results for the individua months of this financia year have been wider than normd
due to a shortfdl in the number of samples. Wider confidence limits mean that the results are less accurate.

With a full quarter’s results, the difference in confidence limits a nationa level is not sgnificant and these results can be trested as robust. At postcode area
level, however, there is a wide digparity in the robustness of the individud results.  This means that while some results may be reliable, others will be
sgnificantly less so and hence dl postcode area results should be treated with a good degree of caution.



Table 1.

Consignia National Performance
Quarter Results (April - June 2002)

Scheduled Standards Tail of Mail Loss / Substantial Delay
Standard Year Month | Month | April - | April - Year April - | April - Year April - | April -
End June June June June End June June End June June
*Target Actual | Actual | Cum Cum *Target Actual 95% *Target Actual 95%
% % 95% cl % 95% cl % % cl % % cl
1st Class Stamped & Meter All 92.5 90.8 0.5 913 0.3 99.9 99.9 0.1 100.0 100.0 0.0
2nd Class Stamped & Meter All 98.5 985 05 98.9 0.3 9.9 100.0 0.0 100.0 100.0 0.0
1st Class Postage Paid Impression 925 80.6 26 8L5 18 99.9 99.8 10 100.0 100.0 0.0
2nd Class Postage Paid |mpression 98.5 96.3 12 97.3 0.7 99.9 99.9 0.8 100.0 100.0 0.0
1st Class Response Services 925 65.8 89 70.3 5.2 99.9 9.2 0.0 100.0 100.0 0.0
2nd Class Response Services 98.5 93.3 4.6 .0 29 99.9 9.7 0.0 100.0 100.0 0.0
Specia Delivery 99.0 99.2 # 99.2 # 99.9 100.0 # 100.0 100.0 #
% of Postcode Areas with 90%+ for 1st class 100.0° 61.9 76.3
stamped & metered posted quality of service
% of Postcode Areas with 92.5%+ for 1st class 100.0° 60.5 744
intra stamped & metered posted quality of service
Mailsort 1 93.0 89.5 8.0 894 4.6 9.9 9.6 0.0 100.0 100.0 0.0
Mailsort 2 98.5 9.2 31 9.3 16 99.9 9.9 0.2 100.0 100.0 0.0
Mailsort 3 98.5 97.8 30 97.7 17 99.9 99.9 0.2 100.0 100.0 0.0
Presstream 1 925 91.0 20 911 11 99.9 99.5 0.0 100.0 100.0 0.0
Presstream 2 98.5 96.1 4.6 96.9 2.8 99.9 99.9 0.0 100.0 100.0 0.0
Standard Retail Parcel (End to End) 90.0 813 30 82.0 20 9.9 99.7 0.2 100.0 100.0 0.0
% of People queuing for lessthan 5 minutes 95.0 9.8 05 93.9 10
at P.O. Counters

*Targets apply to last two months of the financial year # Product subject to continuous sampling (confidence limit inapplicable) 95% cl = 95% confidence limit

" Cumulative Target




Table 2.

Postcode Area Performance (April - June 2002)
1% Class Stamped and Metered

Postcode Area

1st class stamped & metered

Postcode Area

1st class stamped & metered

Postcode Area

1st class stamped & metered

All Posted [v® |Intra PCA |V All Posted [v |Intra PCA |V All Posted|[vE [Intra PCA |V

AB Aberdeen %63 |V 985 |V DN Doncaster a2 |V 954 |v |L Liverpool 907 |V 971 |V
AL St Albans 934 |V 1000 |¥ DT Dorchester 933 |V 92.7 |¥ |LALancaster 924 |V 957 |v
B Birmingham 91.1 v 92.1 DY Dudley 91.2 v 97.7 v"|LD Llandrindod Wells 86.6 3] 88.9
BA Bath 914 |v 97 |v E London E 89.5 628 |E |LE Leicester 942 |V 979 |v
BB Blackburn & Burnley 929 |V 916 |X EC City of London 26 |V 989 |¥ |LL North Wales 952 |V %7 |V
BD Bradford 950 |¥ 956 |V EH Edinburgh 943 |v 90.3 |E |LN Lincoln 915 |v 94 |V
BH Bournemouth 936 |V 2 |V EN Enfield 937 |v 944 |v [LSLeeds 2.7 |V 963 |V
BL Bolton 95.1 v 2.2 |V EX Exeter 2.2 |V 935 v"|LU Luton 932 |V 973 |V
BN Brighton 9.3 |V 946 |v FK Falkirk 940 |V 955 [v |M Manchester 89.2 |H 91.9
BR Bromley 940 |¥ 1000 |¥ FY Fylde 26 |V 932 |¥ |ME Maidstone 26 |V 21 |V
BS Bristol 92.4 v 96.9 v G Glasgow 915 v 91.5 MK Milton Keynes 88.2 [ 95.8 v
BT Northern Ireland 87.6 90.9 GL Gloucester 85.8 920 |E |ML Motherwell 94 |¥ 940 |v
CA Carlisle 23 |V u3 |V GU Guildford 88.0 899 |E |NLondonN 876 |H 90.8
CB Cambridge 9%.1 |v 975 |¥ HA Harrow 912 |v 942 |¥ |NE Newcastle 22 |V 21 |V
CF Cardiff 86.0 Q.7 v HD Huddersfield 94.2 v 96.5 v NG Nottingham 92.8 4 94.6 v
CH Chester & Deeside 86.1 88.3 HG Harrogate 9.0 |¥ 952 |[¥  |NN Northamptonshire 91.8 |v 953 |v
CM Chelmsford 86.5 981 |¥ HP Hemel Hempstead 88.2 968 |¥ |NP Newport 206 |V 954 |v
CO Colchester 89.0 |H 928 |v HR Hereford 934 |V 96.3 |[¥ |NR Norwich 91.7 |¥ 935 |V
CR Croydon 89.8 98 |V HS Hebrides 85.2 86.2 NW London NW 861 |X 82.9
CT Canterbury 939 |V 952 |V HU Hull 21 |V 947 |¥ |OL Oldham 915 |V Rn7 |V
CV Coventry & 9.6 |V 982 |v HX Halifax 92 |v 948 |¥ |OX Oxford 930 |¥ %2 |v
Warwickshire

CW Crewe 928 |V 1000 |¥ IG llford 87.0 925 |V |PAPaisley 929 |v %69 |V
DA Dartford 920 |¥ 949 |v IP Ipswich 9.8 |V 953 |¥ |PE Peterborough 896 |HE 950 |¥
DD Dundee 915 |V 9.8 |V IV Inverness 929 |V 958 [¥ |PHPerth 920 [V 935 |v
DE Derby 920 |¥ 90.7 KA Kilmarnock 923 |v 989 |v |PLPlymouth 857 |H 973 |¥
DG Dumfries %64 |V 984 |V KT Kingston upon @5 |V 937 |¥ |PO Portsmouth 887 |H 9.4

Thames
DH Durham 916 |¥ 92.0 KW Kirkwall 90.0 884 |E@ |PR Preston 936 |V 952 |V
DL Darlington 20 |V 927 |¥  |KYKirkcaldy 29 |V 910 |[® |RG Reading 22 |Y %52 |V
v =Areas meeting or exceeding tar get

= Areasbelow target




Table 2. (continued)

Postcode Area Performance (April - June 2002) continued
1% Class Stamped and M etered

Postcode Area

1st class stamped & metered

Postcode Area

1st class stamped & metered

Postcode Area

1st class stamped & metered

All Posted |VE |Intra PCA |V All Posted [vE |Intra PCA |vE All Posted [V |Intra PCA (v
RH Redhill 945 |V 980 |vV SS Southend-on-Sea 812 |H 835 |E |W London West 898 |X gro (M
RM Romford 206 |V 90.1 ST Stoke-on-Trent 27 |V 937 |¥ |WA Warrington 918 |V %61 |V
S Sheffield %2 v %4 |¥  |SW LondonSW 203 | 922 |® |WC London West 919 | 926 |v
Central
SA Swansea 950 |¥ 970 |¥ SY Shrewsbury & Mid 23 |v 938 |¥ |WD Watford 206 |V 959 |V
Wales

SE London SE 942 |V 949 |V TA Taunton 911 |V 955 |¥  |WF Wakefield 927 |¥ 91.6
SG Stevenage 930 |V 977 |¥ TD Borders 89.2 913 |B |WN Wigan 8o.1 |M %2 |v
SK Stockport 91.7 |v 942 |v TF Telford 898 (M 925 |¥ |WR Worcester 25 |V 24 |H
SL Slough 913 |v 98 |V TN Tonbridge 970 |v 951 |¥ |WS Walsall 867 |H 916
SM Sutton 89.7 90.9 TQ Torquay 914 |V 922 |E |wV Wolverhampton 9.8 |v 91 |v
SN Swindon 99 |v 945 |vV TR Truro 96 |V 9%.7 |¥ |YOYork 939 |¥ 981 |V
SO Southampton 886 |H 930 |¥ TS Teesside 91 |v 981 |¥ |ZE Lerwick 69.2 844 |H
SP Salisbury 88.1 939 |V TW Twickenham 9.0 |V us |V

SR Sunderland 97 |V 955 |V UB Uxbridge 95 |V 1000 |¥

v =Areas meeting or exceeding tar get

= Areasbelow target




Table 3.
Stamped; Metered; PPI; Response Services and Special Delivery

Quarter Results (April - June 2002)

Scheduled Standards

Standard *Year End April -June| 95%

Target % cl

%

1st Class Stamped & Meter All 925 91.3 0.3
2nd Class Stamped & Meter All 985 98.9 0.3
1st Class Postage Paid I mpression 92.5 815 18
2nd Class Postage Paid |mpression 93.5 97.3 0.7
1st Class Response Services 92.5 70.3 52
2nd Class Response Services 93.5 94.0 29
Specia Delivery 99.0 99.2 #

*Targetsapply to last two months of thefinancial year
# Product subject to continuous sampling (confidence limit inapplicable)
95% cl = 95% confidencelimit



1°' CLASS STAMPED & METER

Review of Results

April - June (Quarter 1) Result Hight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

91.3% 91.0% 92.5% -0.1%

Overview

With a performance of 91.3%, I Class Stamped and Meter has maintained the significant improvements demonstrated in the latter Quarters of 2001/2.
Quarter 1 performance is dmost 5% higher than the same period last year illudtrating the significance of industria relations stability and we continue to work
closdy with the Communication Workers Union at loca, Area and Nationd level on the development and deployment of dl mgor initiatives.

Achievement of planned Quarter 1 flightpath performance levels stands I Class Stamped and Meter in a good position for achievement of 2002/3 Exit
targets. This result further strengthens our belief and commitment to achieving the basic pipeine disciplines which provide the stable platform required for
performance improvement across dl products. This ‘strength in depth’ and desire for proactive management of the day to day disciplinesis akey themein
our 2002/3 qudlity of service plan.

Rdative stability in our network operation has also helped underpin Quarter 1 performance. The most notable incident was the derallment of afreight trainin
June which impacted on rail services in and out of Glasgow Mail Centre and the Scottish Digtribution Centre in Motherwd | for dmost a week. As dways,
contingency air and road services were quickly introduced to reduce the threst to 1% Class quaity of service during this period.

It is worth noting that problems encountered with our End to End Qudity of Service sampling contract have led to wider monthly confidence limits at
postcode arealevel - which were most extreme for streams such as Response Service and Mailsort 1. This has caused concern amongst Area Teams over
the vaidity of some locd results, particularly where our internal process measurement systems do not indicate any change in adherence to standards or
changes to operationa procedures.

This has ds0 left a shortfdl in robust quality diagnogtic information from which we can determine the red root causes of under performance and hence
develop remedid action plans. However, we continue to rely on our internd management information systems, such as the Fipeline Performance
Management System (PPMS) to maintain day to day control of our operations.




Flight Path Plan - Quarter 1
In Quarter 1, the key flighpath benefits were expected from the continued adherence to the pipeline disciplines of compliance to workplan. In particular, we
have focused on Mail Centre clearance of 1% Class outward despatches and inward despatches to Ddlivery Offices.

In this quarter, full I Class outward clearances have been achieved on over 85% of occasions and inward clearances over 90% (these figures compare
favourably with an average performance of 77% and 88%, respectively, in 2001/2). However, with target levels of 95% for both, there is till some way to
go to fully redlise the benefits of our approach. Large Mail Centre failures immediately after the Jubilee Bank Holiday weekend have highlighted the need for
improved forecasting and manpower planning around national holidays and events - to reduce the risk of 1% Class qudity of sarvice failures.

The third discipline involves adherence to operationd standards for handling Intra mail. The most recent operational audits show two thirds of Areas more
than 90% compliant. Nationd intra performance levels have remained above 94% in Quarter 1. However, we will continue to focus on those units who are
not yet adhering fully to the required disciplines for processng Intramail.

Building on the introduction of the new Intra specification, we have developed an gpproach for deploying and managing operational standards in any
underperforming product streams. This gpproach utilises operationa observation and locad knowledge, combined with Satisticd quaity diagnostic
techniques, to develop a modd which quantifies the proportion of mail delayed at each stage of our mails handling process - thisis referred to as a ‘loss
model’. Thisanadyssdrivesarevised set of pipdine standards which must be adhered to in al operationa units. These are deployed through the operationa
line and regularly audited (both by local managers on a daily/weekly basis and by a National Compliance team at regular intervals). To support this gpproach
we have recently updated the management information system (Pipeline Performance Measurement System or PPMS) used to monitor performance againgt
these standards.

Production Management and Control tools have aso been deployed in another 4 of our largest and highest impacting Mail Centres in Quarter 1; namely
Milton Keynes, Greenford, Glasgow and Edinburgh. Although systems are il bedding in, there are early signs of performance improvement at these Sites.

Approximately 10% of al traffic is either posted or delivered in the London postcode areas, where performance is historically poor. Our continuous focus on
improving services in London has led to the development of cross London Quality Improvement Programme.  This project has evolved into an integrated
programme of activity using the expertise of local managers and independent reviews carried out by operationa and personnd experts. The programme
provides an integrated quality approach which builds on specific actions planned for each of the 5 London operationa Areas, supplemented by generic pan
London activities. This plan condgders a number of employee and operationd issues and the 6 key programme strands are summarised below:

Access - a complete review of cross London collection operations, setting minimum collection standards and working more closely with Pogt Office
Network to tighten up handover procedures



Processing - adherence to minimum standards for outward and inward mails processing

Delivery - development and deployment of minimum delivery standards (see below)

Network - review of Mail Centre dock management, network despatching arrangements and development of more robust service level agreements with
network supplier units

People - review of management capability, review of aasence management procedures and more robust manpower planning and recruitment activities,
provison of managerid support to the highest impacting units

Communications - development of a communications and indudtrid relations infrastructure (supported by regular CWU involvement sessions at dl
managerid levels)

Deployment of the programme gathered sgnificant pace in Quarter 1 2002/3 with the appointment of a Programme Manager, 5 Area Qudity Leads and
Strand Managers. London results for Quarter 1 are very encouraging and have demonstrated continued signs of recovery. The combined Quarter 1 posted
performance for the London postcode areas was 90.3% compared with an average of 91.4% for the rest of the country - closing the London performance
gap to just over 1%. Thetables below illustrate how improvement activities in London have closed the performance gap over the last yesr.

Comparison of London versus Rest of Country 1c Stamped and Meter Posted Performance

Quarter 1 2001/02 Full Year 2001/02 Quarter 4 2001/02 Quarter 1 .02/03
London 79.4% 85.7% 89.0% 90.3%
Rest of Country 87.3% 90.4% 91.7% 91.4%
Performance Gap 7.9% 4.7% 2.7% 1.1%

Comparison of London versus Rest of Country 1¢c Stamped and Meter Delivered Performance

Quarter 1 2001/02 Full Year 2001/02 Quarter 4 2001/02 Quarter 102/03
London 79.3% 85.9% 89.9% 90.1%
Rest of Country 87.3% 90.3% 91.6% 91.4%
Performance Gap 8.0% 4.4% 1.7% 1.3%

It is also pleasing to see London's combined performance bresk through the £ Class Posted minimum floor (although we recognise some individua
postcode areas are currently performing below the required levels). These improvements have been underpinned by numerous Quarter 1 activities, the most
sgnificant of which relate to the loca analysis and remedia activities carried out by the 5 Area Quality Leads and their support teams (which include over 30
managers enlisted from Areas outside of London



Ddlivery Office structures and practices vary across London and Quarter 1 has aso seen the development of a common set of operationd delivery standards
for London. These standards relate to sequentid handling of mail, processing of missorts, ddivery office clearances, USO delivery coverage and manpower
planning which are scheduled for deployment from Quarter 2 onwards.

We firmly believe that the infrastructure changes and Qudity Improvement Programme will continue to ddliver benefits in London and are confident that these
will move with unprecedented pace as they are not dependent on a parntLondon Ddlivery Agreement.

Prospects and Actions for Rest of Year

1% Class Stamped and Meter is currently on target for achievement of planned Quarter 2 to 4 flightpath levels and February/March Exit Targets. Quarter 2
will see the continuance of Pipdine Discipline for Mail Centres, with Phase 2 deployment of Production Management and Control to London South,
Birmingham and Liverpool Mail Centres.

Quarter 2 will aso see the introduction of new national Access standards which have been developed over recent months. These standards contain 14
compulsory operationd specifications, ranging from ensuring that al collection mail arrives a the Mail Centre no later than one hour prior to the first find
despatch time, to full monitoring of collections performance, together with a management process to enable investigation and corrective action to be
undertaken where necessary. Once deployed, these standards will regularly audited and will provide higher levels of day to day collections control.

Additiond benefits are also expected from the London Quaity Improvement Programme (See above) and from the continuation of the London Restructuring
Programme. The huge operationd and employee changes involved in these infrastructure changes have been managed very successfully, i.e. the programme
IS progressing according to plan, there has been little threat to indudtrid relaions sability as a result of the employee changes and qudity of sarvice is
improving in the postcode areas affected. Changes scheduled for Quarter 2 include:

the transfer of NW.1 collections and processing to Paddington Mail Centre in West London

the transfer of N17 and N21 collections and processing to Mount Plessant Mail Centre

phased transfer of 2™ class outward processing from North London to Mount Pleasant Mail Centre
phased transfers into the new East London Mail Centre from August onwards

However, there are till anumber of generic barriers and risks to overcome and their potential impact on Qudlity of Service should not be underestimated and
the task of delivering Qudity of Service improvements under the current financid regime presents some key chdlenges. The 3 Year Recovery programme
requires unprecedented levels of change to our organisationa structures, pipeline operations and employee terms and conditions - mainly through the
restructuring of Packages and Express, the Transport Review and the new ddlivery specification (Tailored Ddlivery Service or TDS).



Although these initiatives al offer long term benefits in terms of quality of service, efficiency and employee terms and conditions, the risk of disruption through
change, including adverse indudtria relations, remains. We continue to work dosdy with the CWU on the introduction of these initiatives to minimise any risk
to IR gtability and have recently reached agreement on the TDS pilots in 19 ddivery units throughout the country. Thisis a mgor sep forward in along
awaited overhaul of our ddivery services. The CWU will be fully involved in the planning, implementation and review of the pilots and parald negotiations
for full deployment of TDS will continue throughout the trid period, thereby maintaining the required pace for thisinitiative.
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MINIMUM POSTCODE AREA TARGETS

Review of Results
1°' Class Posted Stamped and Meter

The schedule of minimum service standards requires all Postcode Areas (excluding HS, KW and ZE) to achieve an average performance of a least 90%
for 1¥ Class Posted Stamped and Meter throughout the 12 month period ending March 2003, excluding the Christmas and New Y ear period.

Progress againg this stlandard is shown in the table below:

% of Postcode Areas Averaging 90%+ for 1% Class Posted Stamped and M eter

Quarter 1 Target

76% 100%

In Quarter 1 90 out of 118 postcode areas met the 90% 1% Class Posted minimum floor target. This result is disgppointing when compared to the Quarter 4
result of 82%.

As previoudy mentioned, low sample szes have resulted in some erratic monthly quality of service results and this had made robust performance management
and diagnogis difficult at locd level. However, we continue to manage by our in-process measurements and to support achievement of this key target, the
Managing Director is now directly involved in performance management of units which are furthest adrift from target. The Managing Director is persondly
reviewing their performance, root cause analyss and planned remedid actions. This approach not only ensures that plans are robust and that performance is
being carefully managed locally but aso guarantees that the business centre is aware of locd performance inhibitors in a timey manner and can provide
support, resources and solutions as necessary.

We believe the heightened awareness, pressure and support to improve performance in the worst performing areas will close the remaining performance gap.
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1°' Class Intra Stamped and Meter

The target for 1% Class Intra Stamped and Meter is for 100% of postcode aress to achieve an average performance a or above 92.5% throughout the 12
month period ending March 2003 (again excluding the Christmas and New Y ear period). Progress againg this standard is shown in the table below:

% of Postcode Areas Averaging 92.5%+ for 1% Class Posted Stamped and M eter

Quarter 1 Target

4% 100%

In Quarter 1 91 out of 121 postcode areas met the 92.5% 1% Class Intra minimum floor target. This represents a decline in Quarter 4 performance levels
which will be difficult to close in the worst performing postcode areas. Unlike the 1% Class Posted target, a number of postcode areas are so far adrift of
target at the end of Quarter 1, it will be very difficult (but not mathematicaly impossible) for them to improve performance with sufficient pace to close the
cumulative gap. Hence, the 1¥ Class Intra target of 100% achievement is at serious risk.

However, it should be roted that 9 of the 19 postcode areas which failed to meet the Intra floor target in Quarter 4 are now on target, and 2 have shown
sgnificant improvement. These improvements have been made through adherence to the Intra pecification standards and local remedia action.

There is no single generic root cause in the poorest performing postcode aress, dthough the most common causes relate to collection failures, failing to
complete on a regular bas's the intra workplan and ineffective arrangements for retrieving items which have been sorted to a neighbouring ddlivery office by
misake. However, the End to End survey problems have resulted in a serious shortfal in diagnogtic information and widened the confidence intervas
sgnificantly - making it difficult to differentiate between ‘noise’ and genuine changes in performance.

For example, there are a few surprisng additions to the list of falling units, namely HS, KW and ZE. In 2001/02, these postcode areas al exceeded the
cumuldive Intra minimum floor requirements. However, they are particularly susceptible to adverse weather conditions and reliant on the provision of inter
Idand ferries and flights which can prevent them reaching the most remote idands in the cluster. The recent problems with End to End sampling have changed
the balance of panellists between the main and outer idands and this has, in some cases, had adetrimentd effect on the measured Qudity of Service. Another
example relates to East London where performance appears to have sgnificantly worsened but the Quarter 1 cumulative result is based on a sample size of
20 items (giving a confidence limit of +/-26% for this postcode area).
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As with I Class Posted, the worst performing Intra postcode areas will be performance managed at Managing Director level and now have remedia actions
plansin place. Their performance will be monitored on a monthly bass and actions plans will be revisted on a quarterly bass if they fal to deliver the
required improvements.

Although there is a risk that some may not close the gap in time to reach the cumulative target, there will be continued pressure and support provided to
address their specific performance issue and to further improve performance on a month by month bass. Completion of other flightpath improvement
activities will dso help close some of this performance gap.
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2"° CLASS STAMPED & METER

Review of Results

April - June (Quarter 1) Result Flight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

98.9% 98.5% 98.5% +0.1%

Overview

With a performance of 98.9%, 2 Class Stamped and Meter has successfully met the planned Quarter 1 flightpath performance level of 985%. This
product has now achieved the required 98.5% Exit performance leve for 6 consecutive months and has maintained the performance improvements attained
last year.

Flight Path Plan - Quarter 1
No specific quality of service initiatives were scheduled for this product in Quarter 1. However, like 1% Class Stamped and Meter, the continued adherence
to workplan standards and stable industrid relations platform have helped underpin the continued achievement of target.

Prospects and Actions for Rest of Year

Minor improvements in 2° Class Stamped and Meter performance are expected later in the year - predominantly from the continued deployment of
Production Management and Control. We are confident that this product will continue to achieve planned flightpath performance levels and the 98.5% Exit
Target.
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15" CLASS POSTAGE PAID IMPRESSION

Review of Results

April - June (Quarter 1) Result Hight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

81.5% 79.9% 92.5% +1.1%

Overview

1% Class Postage Paid Impression (PPI) performance reached 81.5% in Quarter 1, improving 1.1% on last quarter’s performance. Like 1% Class Stamped
and Meter, these improvements were largely underpinned by adherence to generic core standards. However, the main focus for PPl in Quarter 1 hasbeenin
understanding and quantifying the root causes of performance loss and developing a remedid action plan. This analyss was critical as the operationa

improvement strategies deployed in 2001/02, which underpinned quality of service improvement in Stamped and Meter mail, did not flow through to 1% Class
PPI.

Flight Path Plan - Quarter 1

Quarter 1 activity has focused on detailed qudity diagnostics to understand the root causes of poor performance which differentiate this product from others
which fundamentally share the same pipeline. A test letter study was carried out in 8 representative operationa units over a period of 6 weeks. Insertion of
test letters a different points in the pipeline provides a gatistica quantification of where items are most likely to be delayed. Electronic Qudity Test Letters
were adso used to identify specific points of delay. This study, supported by local observation and expertise, has demondtrated that quality loss is apparent
within dl aspects of the outward operation and has provided much needed clarity and direction for prioritisng improvement activity. The key areas of
performance loss are:

Between collecting from customer premises and reaching the loading dock

Moving from Loading Dock to Revenue Protection Area

At Revenue Protection

In completion of manua letter, manud flat and automated letter sorting and despatch.

This anadyss demondtrates that the key problem areas are in the transfer of collection mail from the loading dock into the Mail Centre and through to Reverue
Protection and in automated sorting procedures.  Investigations have shown that PPI is currently not taking full advantage of operationa standards which
accelerate Stamped and Meter mail and that standard automation procedures are not being consistently gpplied, e.g. PPl mails processed on modes designed
for Meter traffic.
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Cultura issues such as poor interna process measurement, lack of product understanding and poor product perception were also identified as contributing to
dday in handling PP traffic.

16



The outcome of this study, combined with analysis and expertise gathered from supplementary Mail Centre vists has dlowed us to develop arevised st of
operationa standards for handling PPl mails which address the key operationd and culturd issues identified. Deployment of these stlandards will commence
in August 2002.

Prospects and Actions for Rest of Year

PP is currently on track with planned flightpath performance levels. The key activities which will close the remaining gap between current performance and
Exit Target are driven by the root cause andysis completed in Quarter 1. This analysis has driven anew set of PPl operationd standards which have been
rigoroudy tested and signed up to by Area Managers. These standards particularly focus on outward processing activity, where quality loss is predominant,
and incorporate disciplines for :

Handover of posting dockets to Revenue Protection - ensuring mailings are not delayed whilst searching for missing dockets

Incorporating PPl as auniquely identified eement of the Mail Centre workplan which is clearly measured, display and managed - thiswill address many of
the cultura issues which prevent PPl being treated with the same sense of urgency as Stamped and Meter mail by ensuring PPl work areas are fully
resourced and that PPl is scheduled and handled effectively through manua and automated sorting procedures.

Revenue protection ‘holds - the standards ensure that any PPl postings which are delayed due to customer error or for financid and/or mail volume
investigation, are reported to the Research Agency responsible for End to End Quality of Service measurement and hence can be excluded from the
survey if appropriate.

Work Area handover points - ensuring better communication and more effective handover procedures between Customer Liaison Manager, Revenue

Protection and Work Area Managers.

Ensuring PPl mall is trandferred from the loading bank within 10 minutes of arrival.

Checking customer pre-segregated 2™ Class mailings do not indlude any 1% Class items (which would otherwise fail workplan).

These standards will be deployed in al Mail Centres by end September 2002, with the first round of compliance audits completed by Christmas.
Effectiveness of deployment will be reviewed a an Area Managers conference in October. Management of the new standards will be incorporated in our
monthly Performance Management process and will be reviewed at dl levels of the Business,

Two pilot Mail Centres will be set up as ‘modd offices from which others can gain best practice advice and the effectiveness of the new standards can be

monitored. In addition, the Mail Centres involved in the Loss Modd andysis will be supported in carrying out any quick win performance improvement
activity identified during the diagnogtic study.
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Areas will aso be encouraged to make use of the PPl Best Practice Improvement Pack which has been updated in line with the above root cause andlysis
and standards to help Area teams deploy the necessary foundations for sustained quality improvement. The Best Practice pack complements the release of
the PPl standards and will help promote quick win activity by detailing ‘how’ to deploy the new standards.
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All PPI improvement activity will be supported by a generd communications campaign aimed a raising product awareness across dl leves of the Business,
thisincludes Area Managers Brief, Work Area Managers Brief, Work Time Learning Modules (for front line operationd staff), a poster campaign plus more
general communications cascade via our in-house publications.

Deployment of the new Access Standards (as described in the 1™ Class Stamped and Meter section) which compliment the Mail Centre Latest Acceptance
Standards deployed in 2001/02, will aso contribute to improvementsin PPl performance.

. Quarter 1 performance is in line with planned flightpath levels. Ensuring we fully understand the causes of service loss and have robust and achievable
improvement plans which are fully tested and supported by operationa managersis critica to the success of PPI. Activitiesin Quarter 1 and early in Quarter
2 have focused on ensuring our PRI improvement plan is fit for purpose plan and deployment is now scheduled for late in Quarter 2. Therefore, we may not
fully redise the flightpath benefits of this activity next Quarter but are confident further flightpath benefits can be achieved in time to meet February/March
Exit Target.
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2P CLASS POSTAGE PAID IMPRESSION

Review of Results

April - June (Quarter 1) Result

Hight path Target For Quarter 1

February- March 2002 Exit Target

Change since last quarter

97.3%

95.9%

98.5%

+1.6%

Overview

2" Class PPl has shown encouraging signs of recovery. The performance of 97.3% has exceeded Quarter 1 flightpath expectations and improved 1.6% on
last quarter. Additionaly, this quarterly performance is better than any experienced in 2002/3.

Flight Path Plan - Quarter 1

Like its I* Class equivalent, Quarter 1 flightpath activities concentrated on the generic pipeline disciplines and the develop of new operational standards for

this product.

Prospects and Actions for Rest of Year
2" Class PP is currently running 1.2% short of required February/March Exit Target levels. However, given the strong recovery in Quarter 1 and the
planned improvement activities scheduled to begin next quarter, we are confident 2™ Class PPl will successfully meet its Exit Target.
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15" CLASS RESPONSE SERVICES

Review of Results

April - June (Quarter 1) Result Hight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

70.3% 83.4% 92.5% -8.0%

Overview
An aready poor I Class Response Service performance has dropped even more dramatically in the past two months. Quarter 1 performance lies more
than 13% below planned flightpath levels.

Flight Path Plan - Quarter 1

Like T Class PPI, Response Services did not benefit from the improvements in basis pipeline disciplines which ddivered sustainable improvements for
Stamped and Meter mail in 2001/2.  Although, Response Services predominantly share the same pipeline with Stamped and Meter, there are a number of
differentiating features. In Quarter 1 we have carried out extensve root cause anayss on the Response Service product to understand these differences.
Reaults of this andysswill lead to development of aloss modd and revised set of operationd standards for handling Response items.  Early findings suggests
the main problems lie with:

along standing product specification which has led to decay in operating processes and database information by customers
customer stationary issues, e.g. wrong indicia, incorrect postcodes, barcodes not matching postcodes

acomplicated revenue collection process which leads to delay in progressing items when payment issues cannot be reconciled
conflict between ddivery timescdes and manud counting and billing processes

lack of dedicated sorting, counting and billing resource in Response Service aress

work disciplines which alow Response Services to miss scheduled second ddivery connections

poor use of automated sorting and counting capability

poor product perception

However, as per our plan, full quantification of the loss attributable to each of these dements will be completed in Quarter 2, when a Sx week programme of

quality diagnogtic tests will be finalised (using same processes as described for 1% Class PPI). This will ensure we understand the full impact of each and
target improvement activity in the areas which will ddiver the greatest benefit.
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Prospects and Actions for Rest of Year

Although specific transformationa changes or sgnificant performance improvements were not planned in Quarter 1, we are extremely disgppointed and
concerned to have experienced such a significant drop in performance levels. The I¥ Class Response Services product has suffered more than others from
the loss of End to End Quality of Service panellists and the resultant drop in sample levels and, so far, we have not been able to identify any operationd
reason why performance should have down-turned so dramaticaly in the last two months. Thisis particularly confusing as other measurement systems do not
reflect thisdrop. For example, there has been no increase in complaints relating to this product.

However, to hdt any further decline in Quarter 2 prioritised improvement activities, amilar to those in Quarter 4, will be carried out in the highest impacting
units and Response Services performance will be closely monitored. This will be supported by a workshop to understand the common problems
encountered at these units and share best practice ideas.

Improvement activity in Quarter 2 will focus on:

completing the quantification of the Loss Modd (by end August)
development and deployment of new operationa standards which address identified problems (commences late August)
Re-issuing best practice guidelines to compliment deployment of the new standards (by end August)

The approach to deploying these new standards will mirror that described for 1% Class PPI. In summary, they will be deployed through the operationa line
(supported by a central team and communications programme), incorporated in performance management procedures a dl levels and audited at regular
intervals. The key standards will ensure that Response Service items are delivered on the day of receipt & Ddivery Offices, with accounting procedures
completed so that Priority Response Service items connect with 1 delivery. They will aso ensure that items being counted and billed a Mail Centres
connect with the main Wave 4c despatch to delivery units correctly bundied and labelled to the appropriate Delivery Walk (ensuring they are delivered on 1%
delivery). Like PPI, two Mail Centres will be set up as centres of excellence from which others can learn and effectiveness of the new standards can be
tested.

Whilst the ‘standards activity is being completed an improved Automation solution will aso be deployed in Mail Centres (from November). This changeis
facilitated by automated sorting capability and data capture procedures which will ensure Response Mail with barcodes and/or unique postcodes can be
automatically counted, with billing information being transferred directly to our accounting sysems. Thiswill provide an estimated 6% improvement to quality
of service and will aso improve revenue collection and provide cost/efficiency savings.

These activities will dso be supported by an improved customer management processes which helps improve customer compliance to the stationary issues
described above.
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In addition, proposals for processing Response Services under the new ddivery specification (where no 2 ddivery outlet exits) have been developed and
are currently being tested as part of the TDS trids.

Although T' Class Response Services performance has continued to fal, Royd Mail is fully committed to the development and implementation of new
standards and operationa procedures which will close the performance gap.

23



2"° CLASS RESPONSE SERVICES

Review of Results

April - June (Quarter 1) Result Hight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

94.0% 93.8% 98.5% -0.5%

Overview

Unlikeits 1¥ Class equivalent, 2™ Class Response Services has demondirated a reasonable performance in Quarter 1 and isin line with planned flightpath
levels. 46 of the 64 postcode areas who received sample items have met the required flightpath performance level and two thirds of these have demongtrated
that the 98.5% Exit Target leve isachievable,

Although performance has falen back 0.5% since last quarter, a seasond drop in performance of 1.3% was expected.

Flight Path Plan - Quarter 1

Once again, the flightpath activity in Quarter 1 has focused in the development of aLoss Modd for Response Services products - as described for 1% Class
Response Services.

Prospects and Actions for Rest of Year
Deployment of new operationd standards for handling dl Response Service traffic will hep ensure 2002/3 Exit Target performance levels are achieved.
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SPECIAL DELIVERY

Review of Results

April - June (Quarter 1) Result Flight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

99.2% 99.0% 99.0% +0.3%

Overview

Specid Ddivery performance continues to remain above the guaranteed 99.0% level. Quarter 1 performance of 99.2% was underpinned by monthly
performance results of 99.3%, 99.2% and 99.2% for April, May and June respectively. Performance has stabilised above the targeted 99% leve for 5
consecutive months.

Prospects for Quarters 2to 4

This Quarter 1 result has been supported by severd actions to maintain and where possible enhance performance in the network.  In particular, we now
have a very efficient Network Analyss sysem in place. The "mapping” ement of this syssem has been used successfully to highlight areas of persstent
network falure between Mail Centres and network hubs. Once identified network links can be rescheduled, additiond routes can be added and contingency
arrangements can be put in place as necessary.

We are ds0 developing an action plan to address identified problems in despatching arrangements for items which fail their due course circulation (particularly
when arcraft develop technicd faults and mail is diverted to an dternative means of transport).

Our ongoing programme of Specid Deivery Locker upgrades continues with a rew locker currently being planned for Northampton Mail Centre. These
upgrades ensure each Mail Centre has enough dedicated, secure space to cope with the growth in Speciad Ddlivery volumes.

We have clearly demonstrated that our pipeline is capable of meeting the 99.0% target level for this product. Given no mgor disruptions to service, eg.
Indugtrid Action, network failures or externd impacts, we are confident Specid Delivery can successfully meet its 2002/3 Exit Target.
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Table 4.
Pre-sort Products
Quarter Results (April - June 2002)

Scheduled Standards
Standard *Year End April -June | 95%
Target % cl
%
Mailsort 1 93.0 894 4.6
Mailsort 2 98.5 96.3 16
Mailsort 3 98.5 97.7 17
Presstream 1 925 911 11
Presstream 2 98.5 96.9 2.8

*Targets apply to last two months of the financial year
95% cl = 95% confidence limit



MAILSORT 1

Review of Results

April - June (Quarter 1) Result Hight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

89.4% 90.9% 93.0% -2.0%

Overview
Mailsort 1 performance of 89.4% has failed to reach the planned Quarter 1 flightpath levels and has falen 1.9% on the strong performance provided in
Quarter 4 of 2002/3.

Thisis particularly surprising as other key performance indicators such as.

al Mailsort 1/Presstream 1 processed in time to connect with outward despatches from outward Distribution Centre (99.7% achievement in Quarter 1)
al Mailsort 1/Presstream 1 inward processing completed in time to connect with despatches to inward Mail Centres (99.9% achieved)

suggest that there are no fundamenta or systemic problemsin our Mailsort 1 pipeline. Therefore, the shortfdl in Quarter 1 performance may be explained by
the wider than normd confidence limits (+/- 4.6% in Quarter 1).

A number of network incidents (road, rall and air) will have undoubtedly taken their toll on Mailsort 1 performance. For example, the train derallments at
Gretna, loss of overhead power lines on the Beattock Summit (affecting the West Coast Main Line) and derailment of a cod train in Peterborough (East
Coast Main Line) will have depressed Mallsort 1 performance. With sample Szes so low it is difficult to quantify the effect of these and other service
disruptions on overdl qudity of service, however, we continue to review network performance and adjust as necessary, eg. diverting mail from poorer
performing rail routes.

With such low sample szes, nationd performance can be particularly sengtive to locd results. For example, Thames Vdley Didribution Centre had the
largest detrimentdl effect on Mailsort 1 posted performance in Quarter 1. However, they believe their performance is being depressed by a posting which
arrived after the Latest Acceptance Time and hence could not be processed in time to connect with 1% Class despatches.  If this challenge is successful, the
gap between current Quarter 1 performance and the planned flightpath level could be closed - once again illugtrating our belief thet their are no fundamenta
design problems with the Mallsort pipdine.
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Flight Path Plan - Quarter 1

Quarter 1 improvement activity has predominantly focused on locd initiatives as described in the Quarter 1 Regiond Reports to Postwatch. Our ongoing
process of centraly monitoring the poorest performing units and providing support and expertise in identifying and rectifying operationa problems has
continued. This process is supported by the use of Mailsort/Presstream Best Practice guides and gives particular cross-business support to improving
interfaces between Digtribution Centres and Mail Centres.

Prospects and Actions for Rest of Year

With a confidence limit of +/-4.6% on the nationa Quarter 1 result for Mailsort 1 we have not been able to establish any red root causes of poor
performance and believe the Mailsort/Presstream 1 pipeline isfit for purpose. There are currently no plans to ingtigate any remedia actions over and above
the local activities described in the Regiond Postwatch Reports. However, Mailsort 1 performance will be closdly monitored in Quarter 2, and the expected
improvements in sample szes will support more robust performance management on which to drive any required improvement activity. Any further declinein
performance with be addressed immediately.

In addition, awareness of product performance issues for al workshare products will be boosted through a programme of interna communication briefs and
work-time learning sessons.  Improvements to the information systems which record details of missorted containers should generate Quality of Service

Improvements through more targeted improvement activity.

We are therefore confident that we can till successfully reach February/March 2003 Exit Targets.
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MAILSORT 2

Review of Results

April - June (Quarter 1) Result Hight path Target For Quarter 1 February- March 2002 Exit Target Change since last quarter

96.3% 96.4% 98.5% -0.7%

Flight Path Plan - Quarter 1
With a Quarter 1 result of 96.3%, Mailsort 2 performance has falen a mere 0.1% short of the planned flightpath levels. Clearly thisisaminor performance
shortfal when conddered in light of a confidence limit of +/-1.6%.

Flightpath Plan - Quarter 1

Quarter 1 activity predominantly focused on adherence to pipeline sandardsin Digtribution Centres and Mail Centres. Mailsort 2 and Presstream 2 products
were despatched from outward Didtribution Centres on 99.4% of occasions. Inward Digtribution Centres clearances to Inward Mail Centres were
successfully completed on 98.4% of occasions. Inward Mail Centre clearances to Ddlivery Offices aso improved to 90% in Quarter 1. These clearances,
aongsde locd qudity improvement initiatives, have hdped underpin the performance levels achieved in Quarter 1.

Prospects and Actions for Rest of Year
Scheduled improvement activities from Quarter 2 onwards concentrate on continued adherence to workplan standards and local network improvements. In
addition, specific locd performance improvement plans, covering issues such as.

improved customer liaison
reductions in mis-segregetion levels
improved affing arrangements
improved network connections,

will continue. However, there are no identified generic problems with the Mailsort 2 pipeline and hence we are confident of meeting 2002/3 Exit Targetry.
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MAILSORT 3

Review of Results

April - June (Quarter 1) Result

Hight path Target For Quarter 1

February- March 2002 Exit Target

Change since last quarter

97.7%

97.1%

98.5%

-0.8%

Overview

Mailsort 3 performance in Quarter 1 (97.7%) has met the planned flightpath levels. The drop in performance since Quarter 4 2001/2 is partidly explained by

an expected seasond fdl of 0.4%.

Flight Path Plan - Quarter 1

No specific flightpath activities were planned for Mailsort 3, other than the loca activities described in the Regiona Postwatch Reports.

Prospects and Actions for Rest of Year
Mailsort 3 is currently achieving planned flighpath performance levels and hence we are confident of meeting Quarter 2 to 4 milestones and 2002/3 Exit

Targets.
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PRESSTREAM 1

Review of Results

April - June (Quarter 1) Result

Hight path Target For Quarter 1

February- March 2002 Exit Target

Change since last quarter

91.1

90.5

92.5

+0.2%

Overview

Presstream 1 has aso achieved the Quarter 1 flighpath milestone of 90.5%. Quarter 1 sampling problems have had alesser impact on Presstream 1 (when
compared to Mallsort 1). All postcode areas recelved qudity of service sample items on which to measure their Quarter 1 performance and dmost 60%
achieved the 90.5% target level. The worst performing postcode aress are Situated in the most remote parts of Scotland (e.g. HS, ZE, KW) where Day B
network connections for 1 class workshare products is very difficult. Many Scottish postcode aress have performed below target level in Quarter 1. This
can be partly atributed to the network disruptions described in the Mailsort 1 section but significant root cause anadlysisis scheduled for July and August.

Flight Path Plan - Quarter 1

Like most products, the flightpath plan for Presstream 1 focuses on adherence to workplan standards (as summarised for Mailsort 1) and loca processing
and network improvements (as described in Regiond Postwatch Reports). Support in diagnosing and correcting problems in the worst performing units has
a0 continued through Quarter 1 and this activity helps drive the local improvement plans.

Prospects and Actions for Rest of Year
As Presstream 1 is currently performing above planned flightpath levels, we have no reason to believe future 2002/3 performance is at risk.
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PRESSTREAM 2

Review of Results

April - June (Quarter 1) Result

Hight path Target For Quarter 1

February- March 2002 Exit Target

Change since last quarter

96.9%

96.3%

98.5%

-0.3%

Overview

Presstream 2 has dso met its Quarter 1 flighpath level. Although performance has falen dightly since Quarter 4, we would normally expect a seasond drop
of dmost 1% in thisperiod. Strong performances in April and May (both above 97%) have been dightly let down by a poorer June performance (95.8%).

Flight Path Plan - Quarter 1

The key theme of adherence to workplan standards formed the basis of performance improvements in the Quarter 1 flightpath. Key internal performance
measures indicate a strong performance for Mailsort and Presstream 2 products (outward clearances 99.4%, inward clearances 98.4%)

Prospects and Actions for Rest of Year
Presstream 2 is currently on target to meet further quarterly flighpath deadlines and Exit Targets. No generic remedia actions, other than those specified in
Regiona Postwatch Reports, are required to support further improvementsin this product and we are confident of achieving 2002/3 Exit Targets.
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TAIL OF MAIL

Thetail of mail measure quantifies the percentage of mail ddlivered within 3 days of the due service for each of the letter mail services covered in this report.
In Quarter 1, some 1* Class products are running marginaly short of the 99.9% target, see summary below:

1% Class PPI 99.8%
1% Class Response Services  99.2%
Mailsort 1 99.6%
Presstream 1 99.5%

2" Class Response Servicesis aso dightly below required levels at 99.7%.

The key activities addresses in our Complaints and Loss action plans, dong with quaity of service improvement activity described earlier in this report will
address this shortfal in performance. Activities focused on the reduction of misddivery complaints will be akey contributor to improvementsin this measure.

LOST MAIL/SUBSTANTIAL DELAY

The Logt Mail/Substantid Delay measure quantifies the percentage of mail regarded as undelivered if not delivered within 15 days of the due day of service.

Currently al products are achieving 100% compliance with this target, as currently measured.
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Table 5.
Standard Retail Parcels (End to End)
Quarter Results (April - June 2002)
End to End Standard Quality of Service Results

National
Performance Flight path *Target 95% cl
% plan % %
By day 3" quarter 1 82.0 84.4 90.0 +-2.0

*Target appliesto last two months of the financia year
95% cl = 95% confidence limit

Narrative - analysis of main variations:

Flight path target
Our aim in this quarter was to maintain and improve qudity of service after the Apollo announcement of 25™ March through a period of persona uncertainty
for thousands of our employees.

Quarter 1 results: actual 82.0%
Analysis

The flight path target was not met because of a significant increase in the tota volume of Next Day Express parcas combined with the previoudy reported
resourcing issues. Next Day volumes rose by 750,000 compared with the same period last year. The difficulty in recruiting and keeping directly-employed
multiple-drop drivers continued to hamper performance, not only in the south-east but at “hot-spots’ throughout the country. During 2001/2 staff wastege of
25% to 64% impacted on over athird of our depots and throughout the country - from Aberdeen to Exeter.

! Day 3isthe third working day after posting.
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The Parceforce Worldwide Standard distribution network maintained performance up to the date of transfer of the retail Sandard product into Service
Ddivery and arrears in delivery depots were less than hdf of last year’slevels. Thiswas achieved dthough dl our employeeslearnt during
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this quarter that they might not have jobs in the new Express-only company. All our saff had to participate in a preference exercise to determine who would
secure the remaining jobs in a company hdf its previous Sze. A consequence of the announcement is that wastage in some aress has increased again as
people find new jobs outsde Conggnia

Performance in April was originaly reported as 85% but had to be corrected to 83%, due to an error by National Opinion Polls. When we received the
figures for May it was apparent that NOP had not gpplied al the weightings to the results. We then checked the April results again and found the same fault
in them. NOP then recal culated both months' results.

Prospects for quarter 2

Retail Standard parcels were successfully transferred to Service Ddlivery on 4" July 2002. No significant problems in either distributing or ddlivering the
parcels through the Service Delivery pipeline have been encountered. It is expected that service to the public will improve with this change because of
Sarvice Ddivery’s wider-reaching collection and delivery network, including Saturday delivery. Early indications are that service has improved but the
amount of thisimprovement has yet to be confirmed by NOP s survey.

Mail Tail

99.7% of parcels were delivered by day 10°. The mail tail target of 99.9% by day 10 was met during June.

?Day 10 isthe tenth working day after posting.
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Table 6.
Post Office Limited Performance
Quarter Results (April - June 2002)
Queuing Time Statistic - National

% of Customers served within 5 minutes

April - June *Target 95% cl
Performance % %
%
National 93.9 95.0 1.0*

*Target appliesto last two months of the financial year
95% cl = 95% confidence limit
* March result has been reconstructed, therefore a confidence interval cannot be established

Analysis of main variations - Annual Result :

Quarter 1 performance was 0.2% better than the flightpath quarterly target. The result shows a strong performance in dl three months. This is particularly
pleasing as dl three months in the first quarter this year had Bank Holidays. Traditionaly months with Bank Holidays are difficult for us to maintain sandards on
our trading days immediately before and after the Bank Holiday due to capacity condtraints. The quarterly performance aso improved 0.6% year on year.
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Plan Achievers/Date for Implementation

Segmentation of Network
Segmentation of the Network has enabled us to set and agree minimum standards with the Heads of Segment for our different types of branches.

Counters Incentive Scheme

The scheme has been reviewed and waiting time is now the sole bonusworthy measure of service rather than the softer measures previoudy in the scheme. The
changes have been agreed with the unions.

Next Quarters Activities

Performance Management Deployment

We will be reviewing our escaation process that deals with our poorer performing branches to ensure the processis being adhered to and to ensure root cause
andyssisundertaken at locd levd.

Branch Office Staffing Agreement
Theformd review of the Branch Office Staffing Agreement with the CWU will start in August.
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Table 7.
Licence Condition 5- Paragraph 6- Customer Complaint Handling
Quarter Results (April - June 2002)

% Cals answered to qudity % Cases closed to quality
gandardam - 85%in 15 sandard am - 100% (inland)

seconds in 10 working days
Royd Mail 66% 81.7%
Parcelforce 70% 62.5%
Pogt Office Limited 74% 95%
Conggniatotd 71% 81%

Commentary on performance

Data Capture

Speed to answer
Conggnid s telephony systems do not dlow arecord of performance againgt USO-rdated complaint handling work only.
Case turnaround

For the cases closed to the ten working days measure, the performance refers to inland products for Royal Mail. For Parcelforce and Post Office Network
performance is for USO products.

International turnaround times are agreed and set by the Universa Postal Union (UPU) and are subgtantially longer than 10 days so have been excluded. The
complaints data includes both operationa complaints and complaints about policy and specification; enquiries are excluded.
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Complaint Handling

Conggniais in the find stages toward completion of its mgor change programme to reduce its customer service centres from 70 to 10 and introduce new
systems and CRM technology that will enable the qudity of service required by customers. The change programmeis the UK’s largest for any cal centre
organisation and has required heavy invesment. Conggnias ambitious drategy, ultimately designed to improve service to customers, has created a period
of indability that continues to reflect itsdf in the current speed of performance ams over this quarter where both the overal *cases closed to target’ and the
‘peed to answer’ have dipped.

Unfortunately the scale of change and the trangtion to the new infrastructure and new systems has not always gone as smoothly as we had hoped, and this
has had an impact on the level of gpeed of service we have been able to provide to our customers. Difficulties have arisen due to teething problems with the
systems, and the need for staff to develop their familiarity with the new methods. The rationdisation of the network has led to high staff turnover and this has
coincided with enquiry volumes exceeding forecasts. Coupled with this, and compounding service performance, has been the heavier demand to
communicate and train our frontline operation to keep pace with the huge changes that are taking place and the emphasis required on compliance.

These factors have increased the pressure on Consignia's capacity to handle the enquiries, and whilst Consignia try whenever possible to answer al cdlsto
the service aim, there have been periods where this has not been possible. The result has been that customers have had to wait longer than expected to have
their call answered and their issue resolved.

Conggnia have action plansin place to address these issues. The action plans have been developed through root cause analysis activity and focus heavily on
our people and processes.  Plans to improve training, reduce staff turnover, improve systems and increase resource, are dl built into the plans.

The am isto reverse the current performance trend, however the scae of the root cause andysis and subsequent action planning, particularly the recruitment
and training needed, mean that the pogitive impact will only register over time.

We are scheduled to begin discussions with Postwatch from August to understand if current service aims adequately reflect customer needs around qudity of
service provison.

Thisis, and will continue to be a difficult period for Congignia but the overarching commitment of the business remains the same; to improve our reationship
with our customers, qudity of service and customer satisfaction.

40



CONSIGNIA TOTAL

Licence Condition 4, Paragraphs 14 and 15

Progress Against Complaints Resolution Action Plan

Unresolved at start | Received in quarter | Resolvedin | Unresolved at [ Recompense
Consignia quarter end £*
Total 75,719 320,014 300,166 95,559 2,797,629
ROYAL MAIL

Unresolved at start | Received in quarter | Resolvedin | Unresolved at [ Recompense
Royal Mail quarter end £*
Lost 46,336 170,025 156,765 59,596 1,525,974
Delay 5,575 27,604 25,508 7,671 94,608
Redirection Failure 5,057 23,671 21,933 6,795 49,832
Mis-Ddivery 3,605 18,048 17,639 4,014 27,819
Damege 1,763 9,226 8,905 2,084 168,086
Other 11,299 59,108 56,024 14,383 545,714
Total 73,635 307,682 286,774 94,543 2,412,033
Data Notes

The complaint data includes both Universa Service Obligation (USO) and non-USO products and services.

Compensation Datac Previoudy we had used amix of Siebel and RMCSS reporting. For this quarter we have wholly used SPICE reporting. There are issues

around compensation reporting from Siebe which we are aiming to have resolved by October.
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Complaint resolution action plan update

Progress during quarter one has focused on the activities detailed in the Complaints Action Plan, presented to Posicomm in June of this year. This plan has
clear linkages with the Condition eight requirements around Loss and Delay, and includes activities to target the complaint categories Loss, Damage, Delay,
Misddlivery and Redirection Failures. There has been anumber of activitiesin the quarter focused on achieving the plans set out in these reports.

The Complaints and the Condition 8 Loss Action Plans have been communicated to operationa managers and positioned within the context of overal
achievement of qudity of service targets. In addition there has been refresher communication on Complaints as a business primary scorecard measure.
There have been briefings on Complaints Management and the Condition 8 Laoss Action Plan to the Executive Committee and senior operationa managers.

Work has commenced on the redevelopment of the root cause analyss tool in delivery offices to improve the use of complaint data now dectronicaly
supplied to al ddivery units from Customer Management. In addition high impacting delivery units have been identified in relaion to misddivery and
redirection failures, to enable the targeting of supporting performance improvement resource, and a misddivery improvement package for Delivery Offices
has been findised and is now being tridled. In connection with the TDS pilots, a review of misddivery customer natification and redirections management
processes is being undertaken.

The rall out of improved ddlivery equipment to reduce damage to mails items continues and actions and activities noted in the Condition 8 Loss Action Plan
to mitigate levels of loss are being deployed. These include:

Activity with mgor mailers to improve addressing accuracy to reduce levels of substantial delay and misodivery

Ongoing review of operationa specification at the Return Letter Centre to reduce substantial delay

Preparation for the transfer of USO parcds from P& E to SD, including the eradication of Doorstepping of these mallsitems
Ongoing security action plansto reduce crimind loss

USO parcels complaint data will be included from quarter two in the numbers and supporting commentary. The presentation of the number of complaints

data has changed from quarter four of 2001-2. Late Delivery, Collection, Other Delivery Related, Part Loss and Theft/Violated complaint categories are
now included within the * Other’ grouping.
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PARCELFORCE

Unresolved at start | Received in quarter | Resolvedin | Unresolved at [ Recompense
Par celforce quarter end £*
Goodwill (Re-Ddivery) 20 380 400 0 16,724
Damage 393 2,364 2,672 85 134,921
Disputed Delivery 55 22 77 0 793
Delay 9 194 203 0 319
Lost 1,428 6,482 7,371 539 213,246
Missng Contents 90 298 367 21 11,908
TOTAL 1,995 9,740 11,090 645 377,912
Data Notes

The complaint datais USO-related products and services.

From Quarter 2,complaints relating to the Standard parcel product will be included in Royd Mail complaint deta, following the transfer of this service from
Parcdforce to Royd Mail at the beginning of July. Progress against the complaints resolution action plan will be reported under Royd Mail aso.



POST OFFICELTD

Unresolved at start | Received in quarter | Resolvedin | Unresolved at [ Recompense
Post OfficeLtd quarter end £*
Advice provison 45 1,070 1,059 45 5,430
Change discrepancies 3 105 76 28 474
Customer service at transaction 14 421 348 83 195
Service Failure 3 381 274 116 909
Branch Facilities 6 109 97 16 12
Other 18 506 448 83 664
Total 89 2,592 2,302 371 7,684
Data Notes

There is a discrepancy with the Pogt Office Ltd data evident in the difference between the "unresolved a gtart”, "received in quarter” and "unresolved at end”
figures. The data transfer from Remedy, which is the old complaint handling system for POL, to Sebel and the dates that Siebel has been attaching to the
records is the cause of this discrepancy. Business Systems have established that Siebel has been overwriting the registered date with the date that the record
was transferred to Siebd. In some instances therefore we have complaints where the registered date is later than the closed date. This then affects the
brought forward and carried out data. Business Systems are currently working to resolve this.

USO distinction

The numbers above are now based on USO complaints only. These are dl complaints received in Post Office Ltd. against USO products (for the Roya
Mail and Parcelforce brands). Additionaly, complaints received in Post Office Ltd. where the complainant does not specify the product or service which
they were purchasing when their complaint was generated but which are of the most common types of complaint associated with the USO area (including
those in the table above), are aso included.
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New complaint types

Asindicated in the last quarters report, this quarter reflects the new complaint types which are in use since the migration of complaint handling.

New Type Old Type

Advice provison Saff knowledge

Change discrepancies Payment disputes (elements of payment disputes are now categorised separately under aBill
payment heading which fdls outsde of the USO)

Customer service a transaction Staff atitude

Savice Falure Savicefalure

Branch Facilities Office fadilities

Other Various but including, opening hours, temporary office closures and waiting times for Pogt Office
Ltd. complaints

Complaint resolution action plan update

Work continues to address the main causes of complaint outlined in the above table. Training information on al products and services continues to be
reviewed and updated and additiond training is planned for the mails area over the coming months.

The trandfer of specid ddivery and standard parcel product ownership into the RM brand has taken place and the new literature is much smpler.
Communication has taken place to reinforce this change and mystery shopper product knowledge questions will monitor improvements.

Activities to address poor performance at specific branches is ill in the planning stages, as some issues with data are yet to be resolved following the
migration of complaint handling activities. Root learning maps continue to be rolled out to raise employee avareness of the importance of customer service
and the revised communications issued in May have resulted in increased employee satisfaction with the communications, with further more extensve
measurement in this area due to take place shortly.
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