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Minutes of the Meeting of the
BOARD OF TRUSTEES
held on Monday, 10 September 2007 at 5.00 pm

Present :

By invitation:

In attendance:

Sir Robin Saxby (Chairman)

Mr Nick Baines

Cdre Barry Brooks

Mrs Jean Brownsword

Dr Nigel Burton (Minutes 97-105)
Mr Bill Dennay

Mr Chris Earnshaw

Professor David Howard (Minutes 92-101)
Mr George O’Neill (Minutes 92-102)
Professor Maria Petrou

Mr Colin Porter

Mr George Robb

Professor Chris Snowden

Mr lain Sturrock

Professor William Webb

Ms Anne Wilson (Minute 97)

T(07)M8
24 September 2007

Mr Ed Almond (Director of Finance, Planning & Facilities) (Minute 97)

Mr David Bunyan (Financial Controller) (Minute 97)
Mr Robin W McGill (Chief Executive and Secretary)

Mr Graham Paterson (Chief of Staff)

Mr Andrew F Wilson (Head of Governance and Legal Affairs)

92.  Apologies for Absence

Apologies for absence were received from Mr Gabriel Izienicki and Mr John Loughhead.

93. Minutes

The Minutes of the meeting held on 9 July 2007 (T(07)M7) were approved and signed as
a correct record.

94.  Actions Taken or Outstanding

94.1 The Board noted a report on actions taken or outstanding since the previous meeting of
the Board (T(07)69).

94.2  With reference to Minute 90 of T(07)M7, the President reported that a letter would be
sent to Lord Browne of Madingley listing ten areas of possible collaboration between the IET

and RAE.



95. Nominations Committee
The Board approved the proposals from the Nominations Committee (T(07)70).
96. Delegations of Authority

The Board approved the proposal from the Audit Committee for changes to the
Delegations of Authority (T(07)71).

97. IET Services Limited

97.1 The Board considered a proposal for the transfer of activities to IET Services Limited
(T(07)72).

97.2 Mr Almond explained that on 11 June 2006, the Board of Trustees had considered a
proposal for the transfer of activities to IET Services Limited (“IET Services”) and it was noted
that the Board had approved the proposal to transfer the IET’s magazines and advertising activity
to IET Services, subject to conditions, and delegated the authority to negotiate the detailed terms
of the proposed transfer and execution of the agreements to Dr Burton and Mr Loughhead.

97.3 It was reported that the proposal had now changed in the light of IET Services’ funding
requirements.

Approval of the Transaction and Documents

97.4 The Board of Trustees reconsidered the proposal for the transfer of activities to IET
Services, in particular, how IET Services should fund the transfer. Mr Almond explained that
half the consideration would be paid using the proceeds of a share issue to the IET and half of
the consideration would be left outstanding as a debt. Having considered the terms of the
proposal the Board resolved, subject to receipt of proper advice, to approve the proposed
transfer.

97.5 Final drafts of the following were produced to the meeting:
@ Business Transfer Agreement;

(b) Publishing Agreement;

(©) Website Agreement;

(d) Trade mark Licence;

(e) Cost Sharing Agreement;

()] Loan Letter (stating the terms on which one half of the consideration is to remain
outstanding); and

(0) Licence to occupy (together “the Documents”).

97.6 It was resolved, having given due and careful consideration to the terms of each
Document and the transactions contemplated by them, subject to receipt of proper advice, as set
out in paragraph 5, that the Documents be approved and that:
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@ Dr Burton and Mr Loughhead be authorised to agree any amendments to the Documents
as they think fit (in their discretion) and do all such acts (including the execution of
documents) as may be necessary for any of the purposes considered at this meeting; and

(b) Dr Burton and Mr Loughhead be authorised to execute on behalf of the IET, the
Documents and any other documents deemed to be necessary for any of the purposes
considered at this meeting.

Written Ordinary Resolutions of IET Services Limited

97.7 It was reported that IET Services Limited wished to increase its issued share capital (a) to
an appropriate level for a company with its business and associated turnover and (b) in order to
help fund the proposed acquisition outlined above. Therefore, it wished to increase its authorised
share capital from £100 to £300,100 and issue 300,000 shares of £1 each, at par, to its sole
shareholder, the IET. It was reported that, accordingly, IET Services Limited had submitted
resolutions to the IET, for passing as written ordinary resolutions. The resolutions increased IET
Services Limited’s authorised share capital from £100 to £300,100 and grant the directors power
to allot the remaining authorised, yet unissued share capital.

97.8 It was resolved to approve the passing of the resolutions and that any Trustee be
authorised to execute the resolutions on behalf of the IET.

Subscription for Shares in IET Services Limited and Loan Proposal

97.9 It was noted that, pursuant to Article 4(d) of the IET’s Royal Charter, the IET has the
power to “invest any monies of the IET, not immediately required for any of its objects, in such a
manner as may from time to time be determined”.

97.10 It was also noted that the Charity Commission provides detailed guidance on the
investment of charitable funds, including the need to obtain proper advice, and that this should
be considered in deciding whether (a) the proposed subscription and (b) the proposal to leave
half of the consideration outstanding on the terms of the Loan Letter, was in the IET’s best
interests.

Compliance with Charity Commission Guidance

97.11 It was reported that, in compliance with Charity Commission guidance, the Trustees had
sought advice on (a) the proposed subscription and (b) the proposal to leave half of the
consideration outstanding on the terms of the Loan Letter, and, in particular, on (a) the suitability
of the proposed investments and (b) whether the investments would qualify for relief under
Schedule 20 to the Income and Corporation Taxes Act 1988.

97.12 It was reported that Horwath Clark Whitehill LLP have advised that it was not possible to
seek advance clearance from HMRC that, when made, the investments will qualify for relief
under Schedule 20 to the Income and Corporation Taxes Act 1988, ie that the investments will
be Qualifying Investments. However, HMRC has published guidance which can be summarised
as follows:

“Where a loan or investment:

e carries a commercial rate of interest; and

e is adequately secured; and

e is made under a formal written agreement which includes reasonable repayment terms
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we will normally accept that the investment or loan is for the benefit of the charity.
Where one or more of the factors [above] is not present... we may ask to see the business
plans, cash-flow forecasts and other business projections which informed the charity's
decision to make the investment or loan.”

97.13 It was reported that HCW have advised that provided the investments comply with the
above guidance concerning documentation and arm's length considerations there is no reason
why they should not be regarded as Qualifying Investments. HCW are not able to comment on
the underlying soundness of the proposed investments but have reviewed the draft
documentation provided to them by the IET and Bristows and confirm that (subject to comments
already made to the IET and Bristows) in their opinion these documents do not conflict with
HMRC guidance.

97.14 It was reported that, following advice from Horwath Clark Whitehill LLP, in the terms
outlined above, and from Mr Almond, who the Trustees believe to be qualified to give this
advice in relation to (a) the proposed subscription and (b) the proposal to leave part of the
consideration outstanding on the terms of the Loan Letter, the Trustees had been advised that (a)
the subscription in IET Services Limited for 300,000 shares of £1 each, at par, would be an
appropriate investment, (b) that leaving half of the consideration outstanding on the terms of the
Loan Letter would be an appropriate investment and (c) that the investments should qualify for
relief under Schedule 20 to the Income and Corporation Taxes Act 1988. On the basis of this
advice and their own assessment of the suitability of the proposed investment, the Board of
Trustees resolved to subscribe for 300,000 shares in IET Services Limited on the terms proposed
and to leave half of the consideration outstanding on the terms of the Loan Letter.

Approval of the Subscription Documents

97.15 Mr Almond produced a draft subscription letter (“the Subscription Letter”) to the
meeting.

97.16 It was resolved that:
@) the Subscription Letter be approved;
(b) any Trustee be authorised to execute the Subscription Letter on behalf of IET; and

(©) Mr Almond be instructed to send the Subscription Letter, together with a cheque for
£300,000, to IET Services Limited.

98. Darwin Implementation of Membership Processes

98.1 Mr McGill introduced and the Board noted a proposal concerning Darwin
Implementation of Membership Processes (T(07)73).

98.2 Dr Burton commented that, at the request of the Board, he had reviewed the work in
detail with Mr Chris Earnshaw. He had confidence in the proposals but recommended that there
should be a thorough audit of what had happen in the first phase of the project.

98.3 Mr Baines expressed concern at the large increase in the estimated total cost of the
project, compared to the estimate when the first phase had been approved by the Board in March
2005.



98.4 Mr Sturrock expressed concern that the proposal was almost entirely cost-focussed and,
whilst it referred to capabilities, it gave little indication of the expected benefits.

98.5 Inreply to a question Mr McGill confirmed that the proposal did not cover the cost of the
website project that had been approved and budgeted for separately.

98.6 The Board of Trustees agreed to authorise completion of the work on the membership
processes, as detailed in paper T(07)73. It was agreed that a progress report should be made to
the Board in November 2007.

99.  Web Development Programme

The Board noted a report on the Web Development Programme (Appendix D to
T(07)76).

100. Remuneration Committee

It was agreed to defer consideration of a report from the Remuneration Committee until
the next meeting.

(Staff note: Paper T(07)75 was not issued.)
101. Chief Executive’s Report

101.1 Mr McGill introduced and the Board noted a report from the Chief Executive and
Secretary (T(07)76).

101.2 Professor Webb drew the Board’s attention to the disappointing performance regarding
recruitment of members in China and India, and the number of members registering as CEng,
IEng or EngTech. Mr Baines suggested that the Board’s decision to concentrate international
development in India and China should be reviewed.

101.3 Professor Webb also commented on the high cost per registrant to the IET of the
registration activity and suggested that the implications of this should be reviewed.

102. Board Effectiveness Review

102.1 The Board noted a report on the Working Parties established as a result of the Board
Effectiveness Review (T(07)74).

102.2 The President commented that he believed that the effectiveness of the Board of Trustees
would be improved if honorary offices were for longer than one year, thus creating greater
continuity. He suggested that the content of the Working Party reports be discussed over dinner
after the meeting.

102.3 Professor Snowden commented that the performance of the Board would inevitably
improve as it devoted itself in greater part to only strategic issues. He urged members of the
Board to ensure that the Board was forward-looking at all times.

102.4 Mr McGill commented that he had a number of proposals to make relating to the Board
Effectiveness Review and the Working Party reports, and he would present these to the Board
over dinner.



103. Dinner Guest

It was noted that the Chief Executive and Secretary would be the guest at the dinner
following the meeting.

(Staff note: It was agreed during the dinner to prepare a draft document setting out the role of

the Board of Trustees for consideration at the next meeting. It was also agreed to prepare draft
job/person specifications for each Trustee role.)

104. Vote of Thanks

It was agreed to record a Vote of Thanks those members retiring from the Board of
Trustees on 30 September 2007.

105. Younger Members Board

Mrs Brownsword reported that the Younger Members Board was concerned that the
Professional Skills Seminar, a regular career development event organised by the Board, appeared
to be in jeopardy because it could not be budgeted to break-even or make a small return in line
with the usual requirements for such events. It was agreed that the staff should consider whether
this particular event needed to be subject to these limitations.
106. Date of Next Meeting

Wednesday, 3 October 2007 at 5.00 pm.



