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KEY FINDINGS

A.

Introduction

In recent months, there has been a significant move amongst major UK listed PLCs
towards electronic circulation of board papers — and towards the use of tablet devices,
such as iPads, at board meetings in place of paper.

In late June we conducted a simple straw poll amongst UK listed companies. We asked
company secretaries how they currently distributed their board papers and how they
planned to use electronic papers in the future.

Responses were received from 159 companies. This included 53 companies in the
FTSE 100, 54 in the FTSE 250, 22 SmallCaps and 30 other companies. We provided
the raw data of our findings at our regular Hot Topics seminars for company secretaries
in June and July. In this note we set out the full and updated results, along with our
commentary and a summary of the comments made by those who responded.
Executive summary

1. Current method of distributing board papers

O Over 40% of companies already distribute their board papers using electronic
means.

2. Directors’ attitudes

U The directors of almost three-quarters of participating companies have a positive
attitude towards the distribution and use of board papers in electronic format.

3. Current security levels
O 84% of companies believe their current method of distributing board papers is
acceptably secure or very secure indeed.
U But 15% of companies believe their distribution is less secure than it should be.

4. Encrypted board papers

U 88% of companies never (or only sometimes) distribute their board papers in
encrypted format.

5. Main benefits of electronic board papers

U Faster receipt by directors is seen as the main benefit.
6. Main concerns of electronic board papers

U The attitude of directors is seen as the greatest concern.
7. Future distribution of board papers

O In a year's time over a third of companies still plan to distribute their board
papers in hard copy format.
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8. Plans for substituting tablet devices for paper

U Over half the companies surveyed already use tablet devices — or plan to do so
within a year.

We hope you find this data useful. Please call us if you would like to discuss any aspect of
it. Our contact details are set out on page 14.

e

Jon Edis-Bates
11 August 2011
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STRAW POLL RESULTS

Question 1. Current Method of Distributing Board Papers
Which of the following methods of distributing board papers best describes your current
practice?

The following chart shows the results (as percentages) for all respondents.

1. Current Distribution Method

Which of the following methods of distributing
board papers best describes your current
practice?
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Our Comments

U Hard copies rule! Currently, the clear leader in the way board materials are distributed
remains hard copy. But we are in a state of flux and companies are moving over to
electronic distribution at some pace.

0 Two camps A significant number of companies

distribute their papers in a mix of different formats in “We are in a state of flux
order to accommodate the different preferences of and companies are
directors. For company secretaries, delivering moving over to electronic
materials in two formats could be the worst of both distribution at some pace.”

worlds, adding to their workload.

U Electronic portals Of the 11% of companies using electronic portals, the majority (9%)
provide for materials to be downloaded onto iPads or other tablet-style devices for use at
board meetings. The remaining 2% of companies use the portals simply as a means of
distribution.

O Email Distribution by email seems surprisingly low. No doubt directors prefer either to

receive a bound hard copy pack or to view the materials electronically to avoid having to
print them.
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Key Comments from Respondents

U Annotations There was a good deal of feedback confirming that directors like to write
notes on their hard copy papers. Some companies believe adding annotations is not
possible where electronic format is used, but others are already able to do this. They
currently do this by highlighting text or adding notes on electronic post-its.

O Technophiles v. technophobes There is strong evidence that boards are falling into
two camps: those who relish the prospect of reading their papers on an iPad, and those
who remain wedded to good old-fashioned paper. As a result, a significant number of
companies will continue to send out board papers in both electronic and hard copy
formats.

O Printing Directors appear strongly averse to printing out materials they receive
electronically.

U Other points raised:

» Directors have expressed a strong interest in a library or archive of board documents
available online (e.g. past minutes, past board papers, terms of reference).

» The importance of involving IT early on in the process.

» Some companies provide iPads at their cost, others believe directors should pay for
their own.

» Some companies have hard copies of board packs available at the meeting, just in
case something goes awry.
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Question 2: Directors’ Attitudes

Which of the following best describes the current attitude of your directors towards

distribution and use of board papers in electronic format?

The results were:

2. Directors’ Attitudes

Which of the following best describes the current
attitude of your directors towards distribution and
use of board papers in electronic format?
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Our Comments

U A positive attitude 20% of all companies are early-

adopters, favouring both electronic distribution and “The directors of about
the use of electronic tablet devices at bogrd three-quarters of all
meetings. Add to that a further 52% of companies companies have a positive
who are preparing to ‘go electronic’ (subject to attitude.”

restraints or trials), and it seems that the directors of
about three-quarters of all companies who
responded (72%) have a positive attitude towards distribution and use of board papers
in electronic format.

A fast-moving marketplace A year ago fewer products were on the market. The first
iPad, for example, was released as recently as April 2010. Furthermore, most
companies had not at that time considered using electronics in connection with board
papers. Given the fast pace of change, it is not surprising that some boards have yet to
decide where they stand on electronic board papers.

Dyed-in-the-wool technophobes The ‘over my dead body’ brigade does not seem an
especially large contingent at 12%. But we suspect there will be many individual
directors on boards adopting the new technology who will stubbornly resist it. A number
of respondents described this reluctance as a ‘generational’ issue, which time will
eventually cure. Our own view is that the issue is not one of age, rather a director’s
attitude to technology.
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U Positive secretaries We have focused on the attitudes of directors, but it may be worth
flagging up that company secretaries also appear to be positive about these advances.
Of the various benefits and concerns raised by company secretaries, there were far
more benefits mentioned (62%) than concerns (38%).

Key Comments from Respondents

O The reluctant few A few company “The initial reaction from
secretaries remarked how receptive their directors has been very
boards were to electronic advances, but positive and they have asked
more sounded disappointed that some of not to receive hard copies after
their directors were not embracing change. only one week.”

U Other points raised:

» Concern was expressed by one company secretary about ‘the Blackberry effect’,
meaning that everyone will want a company iPad when few actually need them for
their work.

» Formatting papers may be an issue since the ‘heavy’ financial reports may be difficult
to read on an iPad.
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Question 3: Security Level

How secure do you believe your current distribution system is?

The results were:

Our Comments

3. Security Level

How secure do you believe your current
distribution system is?
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“Only 15% of companies

O A secure majority It is reassuring to see that 84% feel that their distribution
of companies believe that their current distribution system is very secure
system is either very secure indeed or acceptably indeed.”
secure.
O Very secure Many board papers will of course be price-sensitive. And if they were to

fall into the wrong hands, the damage to the company could be considerable. It is
therefore unsettling that only 15% of companies feel that their distribution system is very
secure indeed.

At risk You have to respect the honesty of those companies (15%) admitting that their
distribution systems are less secure than they should be — and hope that they are taking
preventative measures.

Key Comments from Respondents

Q

Third party security Respondents appear to be reasonably comfortable about the
security measures their own IT Departments can take, whilst some have expressed
concern about the security of proprietary software and of the systems used by the
manufacturer of the iPad.

Lost property The possibility that directors might leave their tablet devices on planes
or trains was raised several times. The need for a facility to enable them to ‘clear’
documents on a lost tablet remotely was highlighted.
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Question 4: Encrypted Papers

Do you currently distribute your board papers in an encrypted format?

4. Encrypted Board Papers

Do you currently distribute your board papers in
an encrypted format?

The results were:
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Our Comments
o ) ) ) ] “Despite the limited use of

O Limited encryption At first sight, it looks encryption, 84% of

shocking that 60% of companies never encrypt companies believe their

their board papers. But this is explained by 57% current distribution system to

of companies distributing papers in hard copy be secure.”

format.

O Most believe secure An unexpected outcome is that, despite the limited use of
encryption, 84% of companies believe their current distribution system to be secure, i.e.
very secure indeed or acceptably secure (see Question 3). What faith we put in the
courier fraternity!

0 Common practice In a simple straw poll like this we cannot properly gauge the current
use of encryption. But from practices we have seen, it is not uncommon for sensitive
documents to be emailed without password protection, let alone applying a more secure
encryption package. Perhaps the use of encryption may become more widespread as
companies migrate to electronic distribution.
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Question 5. Benefits

In your view, what are the main benefits of distributing board papers electronically and using
electronic devices (instead of paper) at board meetings?

The results were:

5. Benefits

What are the main benefits of distributing board
papers electronically and using electronic
devices (instead of paper) at board meetings?
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Our Comments

Q

Key Comments from Respondents

Q

Q

Faster receipt Late delivery of board papers is a regular irritant for many companies.
Almost immediate electronic delivery will not solve this issue, but it should help. Faster
receipt by directors is seen as the main benefit.

Cost savings There are clearly opportunities to save time and money by sending out
board papers electronically. Naturally, these savings will be less pronounced where the
Secretariat continues to provide hard copies to some directors. There is a lot to be said
for ensuring that the switch-over to electronic format is universal!

Greater convenience for all concerned is also seen as a major benefit. This is
particularly so for directors who travel a lot, being able to download their board pack in
any part of the world with broadband access.

More secure Electronic delivery is also seen as providing greater security. We have all
heard horror stories of board papers going astray, but, unless security is sound, there is
the new risk of unauthorised access to so-called secure portals.

Online archive Respondents are looking for an “The time-saving to the
online, searchable archive of board materials. Secretariat Team has

been life-changing!”
Other benefits raised:

» Less paper usage will have a positive environmental impact.
» For travelling directors, iPads are lighter than bulky papers.
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Question 6: Concerns

What are your main concerns about distributing board papers electronically and using
electronic devices (instead of paper) at board meetings?

The results were:

6. Concerns

What are your main concerns about distributing
board papers electronically and using electronic
devices (instead of paper) at board meetings?
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Our Comments

Q

Directors’ attitudes Company secretaries’ main concern is clearly the attitude of their
directors and the technology divide on their boards. But the responses to Question 2
above (relating to directors’ attitudes) suggest that, with a few caveats, almost three-
quarters of directors have a positive approach to the use of electronics in the boardroom.

Company secretaries are concerned about having to send out hard copy packs to a
minority of board members who feel uncomfortable with the new format.

User-friendly products Concerns were expressed about the user-friendliness of
products and the robustness of the systems currently on offer. A number of chairmen as
well as company secretaries wish to ensure that directors have the ability to add
comments to electronic documents. In some cases, the availability of this feature is seen
as a determining factor when the decision to ‘go electronic’ is discussed.

‘Other’ concerns mainly relate to cost. We hear conflicting views on this. Some believe
that a cost of £10,000 to £15,000 p.a. for a software package is excessive; others say
that the savings significantly outweigh the costs. Presumably smaller companies without
high courier charges will feel the pinch more.

Key Comments from Respondents

0 Cost Half a dozen respondents had concerns about the cost of ‘going electronic’.

These mainly related to the cost of proprietary software, but also covered the cost of
providing iPads. Some believe the service will become cheaper over time.
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O Other concerns raised:

» The need for significant levels of support and

training for directors. “‘iPads are great ... but

» How to handle a situation where a director they will never be as fast
already has an iPad, yet the company as turning a paper page in
secretary wants to issue a company iPad to the board pack.”

him, so that the company retains control of it.

Having sensitive papers held on a server that is not under the company’s control.
Locking into one product at this early stage of development.
Some papers will not work well on a small tablet screen.

Y VYV
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Question 7: Future distribution

How do you envisage distributing your board papers in a year’s time?

The results were:
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Our Comments
O Portals are the future Looking forward a year, over | “SOme non-executives use
half the companies who responded (53%) envisage tablets on their other
that they will be distributing their board papers via boards. Their positive
some form of secure portal. And over two-thirds of experience will help sell it
these companies plan to do so using proprietary to our board.

software.

O The pace of change This is a fast-moving market and improvements to products are
being introduced at some pace. Who knows how good the software will be in 12 months’

time?

O Hard core Against this background, we were surprised that over a third of companies
(36%) still expect to be distributing hard copies this time next year.

O More emails We notice that distribution by email is expected almost to treble in the
coming year. This will still be a small number however.

Key Comments from Respondents

O Speed of adoption Respondents appear to be at many different stages along the road
to electronic board papers. Quite a number are on the cusp of adoption.

U Flexibility One company flagged up the need to remain as flexible as possible, in order
to tailor their service to their directors’ individual requirements.
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Question 8: iPads and Tablet Devises

What are your plans for issuing iPads (or other tablet devices) to directors for use instead of
board papers at meetings?

8. iPads and Tablet Devices

What are your plans for issuing iPads (or other
tablet devices) to directors for use instead of
board papers at meetings?

The results were:
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Our Comments

O Cultural change The truly stunning feedback is that
over half the companies who responded (54%) have
either already provided their directors with tablet
devices — or plan to do so within the next year.
Substituting tablets for hard copy board papers at
meetings is a massive cultural change for UK PLC.

“Over half the companies
will have provided their
directors with tablets within
ayear.”

O A minority to keep paper It is encouraging too that, of the remaining 46%, a miniscule
7% believe the move away from hard copy board packs will never happen.

O Trialling A significant number of companies are currently reviewing the various
proprietary products available and others are trialling them. Some have trialled products
for use in Executive Committee meetings, ironing out any initial glitches before
introducing tablet devices to the full board.

Key Comments from Respondents

0 Questions raised:

» How to avoid directors having multiple iPads where they sit on several boards?
» Should the company or the director own (and pay for) the iPad?
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Contact details

Jon Edis-Bates
Edis-Bates Associates Ltd
The Hour House, 32 High Street,
Rickmansworth, Herts WD3 1ER

Tel: 01923 335335
Email: jon.edis-bates@edis-bates.com

www.edis-bates.com

Our services

v' Board performance evaluations
v Executive search for senior company secretaries
v Training for directors and company secretaries

v Corporate governance consulting

()
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Edis-Bates Associates

Working with Boards and Company Secretaries
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