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CONSIGNIA EXECUTIVE BOARD

CORPORATE GOVERNANCE FOR SUBSITIARY COMPANIES

PURPOSE

Lo To seek BExecutive Board endorsement o Corporate Uovernance prineiples to apply to subsidiary
compantes throughout the Consignin group.

BACKGROUND

Existing Corpovate Governance procedures need 1o be updaved and g
polivies introduced

prdcdelines on Consignia

&

&

The existing Corporate Governance policy for subsidiney companies a3 written applies o UK
companies which are wholly owned by Consignia ple. This policy needs to be updated to apply
overseas subsidiaries and to reflect the more complex ownership structure which now exists.

Lok

The definition of Corporate Governance used in this paper is “the svstem by which companies are
divected and controlled” {Cadbury}, and refers to the system of control wt Board level. In addition,
there is also 4 need for guidelines on the application of Consignia policies to subsidiaries st a lower
fevel.

POLICY SUMMARY

The extent to which Consigria Ple can dictate the Carporate Govermmes or general policy systems
en the compaties.

%

of a subsidiory depends on the legal relationship betwe

4. Consignia companies fall into three categories, based on accounting definitions, summarised below -

{11 Subsidiary - where Consignia controds the magonity of the voting rights over the company
{ii} Associate - where Consignia has a share in g company but does not control the voting rights
{111} Joint Venture - where Consignia bas a share over the voting rights and a veto

L

The principle of the revised policy s that the Corporate Governance procedures should :ag‘:sg’séy 0 exi%
Subsidiary companies, and that Consignin should use s influence over the Board of the As
or Joint Venture to ensure that these procedures are followed as fe e possible. The m’a-;_mfﬁ mig oy
iz attached 8t Annex A,

&, The princigde of the new guidelines on Consignia polivies i3 that it is desirable for Suhsidiaries w
sm;&mmét Consignia polivies (listed in Annex Bl in the interest of standardising svstems and
procedures. This is particularly important in respect of accounting matters for entities which will be
e,:mzwizaézita,{i it the Uonsignia plo/Consignin HoldingyConsigain Investments Lad secounts, It i
recognised that in practice this standardisation cannot be mgﬁi%ﬂ of Associates or Joint Ventures,

Wit it may be mmtually advantageous for these companies 10 "opt-in’ 1o the polivies, af the discretion
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of the Board of the company, In any event, any legad requirements which bave been incormorated

inte Consigma policies will have to be met by all companies within the group.

ok

Any bubsidiary which does not wish to apply the Corporate Governsnce procedures o Policy
Guidelines must seek the approval of the Consignis company s ry. This approval will only be

o=
given in exceptions] chrowmstances avcording to the merits of the application,

8 In principle there is no distinetion between UK Sobsidiaries and overseas Subsidiaries in respect of
apphicstion of the Corporate Governence procedures or the Policy Guidelines, save that the
requirements for oversens Subsidisries may dilffer sccording to the lepal reguirements in the
jurisdiction in which the company operates,

9. The Consignia Company Secretary’s office will monitor complisnce with the Corporate Governance
procedures and the Pelicy Guidelines on an annual, proforma, basis

NOBMINATIONS TO BOARDS OF DIRECTORS

Hi. Corporate Uovernance best practive is for companies o make appointments 1o Boards of Directors
of subsidiary companies through ¢ Nominations Commitiee,  Consigiia does not have a formad
MNominstions Commitiee; instead the following procedure i3 recommended:

11 Where Consipnis has the right to appoint Directors to o Subsidiary, Associate or Joint Venture, the
nomination should be approved by the Chiel Exeoutive of Consignia ple. The provess will be
managed by the Consignin Company Secretary™s Office, with input from Group Personnel and the
Bergors & Aguistions tewmn as appropriate,

CONCLUSION AND RECOMMBENDATIONS
2o The Consigmia (Executive) Board s invited 1o
Dot the paper;

ndorse the Corporate Governence provedures and the Polioy Guidelines as set oul in Annexes A

& B

MNote that the Corporate Governanee procedures and Poliey Guidelines can only be required 1o be
implemented by Subsidiaries (not Associates or Joint Ventures)

« Nute the procedure for nominating Directors to Subsidisries, Associates or Joint Ventres,

Jonathan Evans
September 2001
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ANNEX &

CORPORATE GOVERNANCE OF SUBSID
. .

IARY, ASSOCIATE AND

i Purpose

The purpose of this policy document is w0 set standards in Consignia ple, Consignia Holdings ple
and Consignia Investoments Lid (eollectively "Consignia Group™) for the Corporate Governance of
all Subsidiary, Associate and loint Venture companies.  These standards are taken from legad
requirements {chiefly The Companies Act TO85} and various Codes of Practice for Business
Admrinisiration.

2. Link to Accountabilities

This staterment sets out the Consignia Uroup strategy and policy on legal compliance, and ensures
that its Subsidiaries, Associntes and Joint Ventures comply with Corporate Governance
requirements {both UK and international).

3. Policy

3.1 introduction

Consignia Holdings ple, Consignia ple and Consignis Investments Lid direetly and indivectly own
or contrel many Subsidiaries, and Associated Companies, and bave shares in Joint Ventures
operating throughout the world, The following definitions apply throughout thig document:

A vompany is 2 Subsidiary of another company, known as its holding company, i that nther
Company -

~ holds a majority of the voling rights in it (Le. greater than 30%); or

- is a member of it and has the right 1o appoint or remove a majority of s board of directors; or
- ig a member of it and controls alone, pursuant W an agreement with other sharcholders or
mernbers, 2 matority of the voling dghis in i o

- i it is & Subsidiary of a company which is itself a Subsidiary of that other company; or

-~ if, regardless of whether any shaves are held in the Subsidiary, the parent has the ‘right to
exervise a dominant influence’ over it

A company is deemed 1o be an Asseciated undertaking of another company 1f that other
company exercises significant influence over its financial and operating policy decisions. Itis
generally assmed that i 8 company holds between 20 and 49% of the shures/voting rights in g
company, it will have significant influence over that company, and therefore be an Associate.

A Joint Venture is when two or more organisations act together o control a legal entity and
each bas a veto over oversd] sirategic policy,

i
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4. Bharsholders

4.1 Hominee Shareholders

Where a company is {or has been) required © have more than one shareholder bt s wholly owned
by a single entity, 3 nonines sharcholder(s) of the relevant company hould be proposed 1o the
Board, after consultation with the Secretary’™s Office. Such nominee sharcholders are required o
sign a declaration of nominer status and w sign a blank share transfer foren on taking up the
share{s)

4.2 Sharsholder Meolings

Shareholder meetings need 1o be held o socondance with the Articles of Association of the
company, of fo the extent that these are not spectfic, In accordance with the minimum reguirements
of the Company Law applicable in the lurisdiction iIn which the compuany is based.

For sharcholder meetings a shareholder prowyfoorporate representative of the Comsignia parent
company will need to be appointed. IO would normally be scceptable for this 1o be the person in
Consignia o whom the Subsidiary, Associste or Joint Venture reports, Requests for appeintment of
a prexyfrepresentative must be made to the company™s Company Secretary’s Office at feant 14 days
i sdvanee of the meeting,

5. Boards of Dirpctors

1 Directors
Every company by law has to have a Board of Directors. References to *Director” in this policy
staternent refer to full members {(whether Esccutive or Non-Executive) of the Board of 3 company,

ard not o all persennel with a job title incorporating the word “director’,

A Director has a general duty t act in good faith in the best interests of the company as a whole.

it is a Director’s responsibility to satisty hinvhersel! that the company 1s comphiant with legislation,
such as, but not Hmited to, companry, health and safety, environmental, data protection and
competition law. Consignia ple employees appointed as Directors to 3 Consignia Group Subsidiary,
Associate or Joint Ventures will receive guidance on their role from the Consignia Company
Secretary’s Office, together with a copy of Directors Dudies wad Resporsibilities, as part of their
induction into the role.

3.2 Appoirdments to the Board

The composition of the Board of Divectors (e minimum number of Directors, detail of gquorum
reguired e}, and the process of appointment s wuadly set ot in the Articles of Association of 8
COmpany.

Appointment of Directors who are Consignis plo emplovess to the Boards of any Consignia %s?ﬁ%i;
Subsidiary, Associate or Joint Venture should be approved by the Chief Executive of Consi
The somination and approval process will be managed by the Consignis Company Seer
Office . Ideally, Subsidiary companies should have at leagt 1 noreexecutive Diregtor,

4
N STRICTESY CONFIDENCE



POL00363168
POL00363168

IN BTRICTEST CONFIDENCE

wha is not emploved by or does not work for that company itself] (although the person does not
need to be from cutside the Consignda Group). In all Subsidiary companies the majority of Directors
should be emplovess of the Consiprda Group, In companies where non-Consipgnia ple employess
serve on the Board, the Articles of Asscciation of the company should ideally require that s guorum
will not be present at Board meetings unless at least one Direcior of the Company who is a
Consignia ple emploves is present.

5.3 Attendance at Board Meetings

Directors mugst be available to attend Board meetings and Exeoive Directors will be involved with
the management of the company. Directors whe are unable to attend three consecutive meetings
should be considered for removal from the Boaed,

5.4 Resignation of Dirsctors

When Directors resign the resignation letter should be filed with the Board minutes, In jurisdictions
where shareholders cannot remove Directors by ordinary resolution, 8 Director, upon appoiniment,
must execute an undated resignation letier or give an undertaking in writing to resign upon request
of a majority of the sharcholders.

2.5 Directors and Shareholding

I Consignia ple emplovees appointed as Directors of Consignia Group Subsidiaries, Associates or
Joint Ventures are required also to hold sheres in the company, they must sign share transfer forms
Lo appointment,

3.6 Declarations of Interast

Dhirectors are required not to put themselves in a position where there is a conflict between their
duty 1o the company and a duty owed to another person and are required to diselose o the Board
any interest in a {proposed contract, transaction or arrangement with the company. A proforma
declaration of interests must be completed on appointment and thereafter on an annual basis, This
should be obinined from the relevant company searetary,

&, Board Mostings

6.1 The Board Meeting

The direetors aet collectively through Board Meetings — subject 1o any matters which have been
properly devolved to individuals (e.g. 2 managing director), commitives or other levels of
management. Board meetings should be held as ofien as required to ensure the proper functioning of
the company and to ensure that the Board can demonstrate management control over the company,

6.2 Notification of Board Mestings

e potice must be given convening a meeting of directors, unless meetings are held at fixved times,
if insufficient notice is given, the notice (and therefore any resolutions passed at that Board
meeting) will be invalid unless all the directors sre present at the Board meeting. Where there has
heen any such irregularity, a subsegquent regularly convened Board meeting can ratify and confinm
what was done irrepularly,

ool

£.3 Timing of Board Meetings
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Boards should meet regularly so that the Board can retain full and effective management control
over the company and properly monitor executive management, Where a Board 15 uoable o mest 1o
discuss a specific ixsue, ¢ Board decision evidenced by a writion resolution, which must be signed
by all directors, is pernnssible i allowed by the law applying to the company.

&4 Transparency

There should be transparency of and support for decision making, Any lssue which is 1o be put ic

the Board must be drawn 1o 13 attention with adequate information o u paper submitted to the
Board in advance of the mesting. That paper should highlight the risks and opportunities of the
proposal and indicate that appropriate advice has been sought, (e.p. tax, legal, group finance),
Coples of all notices, papers and minutes pertaining to 3 Board mesting must be sent 1o all divectons,
even i a divector s urable o attend the meating. A regular performance report should be prepared
by the management of trading companies and sent to the divectors of the company, the company
secretary and the Secrctary’s Office where regulor Board mestings do not take place.

St

6.5 Reserved Matters

The Board for each Subsidiary, Associate Joint Vepture {other than dormant companies) should

have a schedule of matters reserved for Board collective decision. This schedule will be given 1o

directors with thelr guidance on appeiniment. Other matiers may be devolved w commitiees or

individuals, The Consignia Company Secretary’s Office must be provided with details of matters
served o the shareholders and directors of compandes for which they do not st 85 company

sporetary.

7. Company Secretarial Mattars

7.1 The Appointment and Role of the Company Secretary

U law reguives the appointment of » suitably guslified or experienced company secretary. This s
not the case in all countries. The company secretary has speeific duties, such az preparing returns to
the Registrar of Companies relating o the company. Fatlure to notify certain matters or to file
annusl returns (where reguired’ can result in fines. The company seoretary s responsible for
ensuring that any necessary documents are fled with the Begister of Companies {or equivalent) and
keeping any statutory books up to date - but he or she relios on getting the appropriste information
from others.

7.1 The Role of the Consignia Company Becretary’s Office

The Cousigeis Company Secretary’s Office should provide company secretarial services 1o all
wholly ewned UK mm;m‘sz 5, nles wxwg&aﬂzmﬁx agreed otherwise with the Seoretary’s Office.
Where the Consignin Company Secretary’s Office does not adt g3 company secratary 1o 8
Subsidiary, Associate or Joint Venture, the company seoretary of that company bas the
responsibility to advise the Consignia Company Seeretary’s Office of key changes to the company’s
corporste stracture.

The company seoretary i§ ?ﬁx’%“@?}»;% %x §<?§“ giving the reguired notice of Boand and Shareholder
Meetings {with appropriate : 1 ms sackgronnd paperst and ciroulating the Minutes of
the meeting promptly theresfier. ‘x sony a}ﬁ st» sinutes shoukd be sent 1o the Uonsignis Company
Seeretary’s Office,

£

F
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7.2 Monitoring Compliance
The Consignia company secretary or sguivalent will be responsible for mondtoring compliance with
this policy, via completion of an annual proforma checklist,

7.3 Consignia ple Policies
Consigria ple has adopted vartous policies or guidance notes on matters such as the environment,

health and safety, employment policies, data protection, benchmarking, business standards, and
compliance with competition law,

Al Subsidiaries, Assoviates and Juint Ventures must comply with legislation applicable in their
jurisdiction, and with Group policies which seek o ensure compliance with such legislation.

1t is desirable for Subsidiaries, Assotiates and Joint Ventures 1o sdopt othey Consignia plo policies,
o ensure consistency of approsch aceoss the Group, A list of the broad policy areas and the
recommended approach is attached st Appendix A

If compliance with these policies is pot possible, or i3 not desired by the Bubsidiary, Assouiate or
Joint Venture, the company should advise the Consignia company secretary who will respond |
Uonsipnia cannot foree Associate or Jolnt Ventore companies to adopt Consignia polivies where
their respective Boards do net wish o do so. I s Consignia Subsidiary elects not 1o adopt a
Consignia policy it needs 1o seowre the agreement of the Consignia company secretary who will
consult with the relevant policy holders and Congignia ple Executive Directors,

7.4 Enquiries from or Investigations by Governmental or Regulatory Bodies

i u Subsidiary, Associate or Joint Venture company receives an enquiry from a povernmental or
regulatory body, {e.g. DTL Postal Services Commission, OFT, BEuropean Commission), i must
advise the Consignia Company Secretary™s Otfice immediately and take advice on the erms of
seply, Similarly, in the event of enquiries from Posteoma, the Consignia Regulation Departrient
must be informed and will advise on the terms of reply.

3
H

5 Company entification

Under English law, a company™s name must appear outside every office and place of business in g
conspicunus position and in legible letters. This iy vsually done by means of a painted sign or
plagne. A company’s name must also appear legibly in certain correspondence; namely inall
business letters, notiees and official publications, bills of exchange, promissory notes, chegque
books, vrders for goods and money, and mdso in all of its bills of parcels, involves, receipts and
letters of eredit. Further particulars such as the company’s place of registration, its registered

forms. Where a company tades under o business pame which is different to the company name, it
mnist also state 355 registered company name on all business letters, wiitten orders, invoioes, reosipts
and dernands for pavment.

7.6 Liguidation
Companies which are no longer active should be regularly reviewed a3 candidates for Hguidation or
other appropriste means of disposal, Consignia Group Taxation, Legal Services, Group Finance and

P
H
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Company Secretary’s Office are 10 be consulted. Any dispe & company must be such tat there
i o ongoing Hability either 1o the parent company ot to any officers. Before deciding to Hguidate s
compay, wm;ds ation mm‘?«é %&sﬁ gﬁwm © %, z.,;"ziz*t* it i’a}f zfmsmig o ;wnm,? ziz\, e “g;m TN,

.;m,;
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Appandiz A
GONSIGNIA POLICIES - APPLICABILITY TO SUBSIDIARIES . ASSOCIATES

AND JOINT VENTURES

Unless otherwise specilied below, Consignia ple does not have any requirement for Subsidiaries,
Associates and Joint Ventures to adopt Consignia policies.

Consignia plo/Consignia Holdings plofand Consipnia Investments Lid reguire that Subsidiaries
adopt the following policies where they are desoribed se Mandatory (M), Mandatory m%m mm in
Exceptionad Clrownstances, wquining the approval of the Consignia company seeretary (E),
Recommended i Hoe with best external corporate governanse practice (B, Comsgda ple
grnplovees who are Directors of Assoctates and Joint Ventures should use their nﬁhﬁmm 10 e
the policies are adopted i the company where possible, advising the Consignia company secretary
where this will not be the case.

,w

References to Company Seoretary’s Office below refer 1o the company seoretary of the Subsidiary/
Assoviate or Jomt Venture {which pay be the Consignia company seoretary), unless this is
otherwise specified.

Arsa of Responsibility and Requirement Activity Reguired of Subsidiaey!
AssociatelJoint Venture by Consignia

Lompany Secretarigd

{813 Reporting slordficant el ovenss, matiorg o Nory Consigads Company Seerstary™s Offioe of
inchuding Toan covenants and other agrevments, any chunges, An amus! proforms returs will be
changes in shave ownership, sale or purchase of civenlated to ensire thel comparsy detatls sre corraet
shaves, appolutment and resignation of directors or and up o dute;

CORNY serretary

{80y sl return nformationditing s Subnining all statdory vetues and notifioations
reguired;
{80 Memorandom & Articles of Association #  Articles and by-aws should be kept with the minate

books and be kept up @ date. Coples of these, and
any smendments io e, st be submitted to the
Constgnis Company Seoretary’s Uifiee;

{30y Asthority level S decldononpenditare & Folow groupewide poticw

¥ Where amount Slls outside these levels seek advics
Fromn Uommpany Secrstany’s Offlee oo gutting
necessary { Board) suthority;

{89 Bosvrved powers # Follow groupewids poliny;

g powers

gotting svcessary {Bowrd) suthoriy;

. wpanies which are consolidate
pepctices Consignds secounts, adopt the group’s scoounting
podicies and make geeounting estivustes whivhowe
consistent with practives used by Consipnin,

Y
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{8 Transter Priciy

{843 Performance Roporting

{H) Forecasts

() Statitory Accoumts

{8y Audiors

Adopt ansfer prices which are consis
competition tew, repalatory requiramenty, the

Trading Model and ensure that there 18 oo oross
subsidy

Prowide safficien m&m»ﬁmmkﬁ azz?rsr*mz i give

comivrt t the Cons sarehe
aperationsd and § mi yuia)a srien poriod
proferably using 2 stondaed Uonsignis mat,

Provide forecasts of future fnancial performance
aand outturns and messres.

Far companies which are consplidatad wio
Consignia aooon fopt the prowp’s stas

Forpnat fr contend, thniog sad method of ‘zsi;zs}.mmzs
of accowsts o enable guarterly and anvusl statasory
seeounis and conselidation to be propared,

For companies consolidated into 8
gocowrds, appointment of group approved extornal
ekt

Troguury

{83 Funding: Ensuring optimad company funding

803 Banking: Secure appropriste loos! banking
ArrspRTenis

{8 Trmoranee: Foswe that afl siabstory insumnes
regaivements are fo place sud that meteriad business
ausels e profected,

{84 Diividend Polivy: Payment of dividend 1
Haolding Company

Eatabii s%z intra {szmw zasragism aopung with

w23
i%fa:m;?s "é‘;ae;mw}

e dooal bankers and aocoount 5t
gnin Groap Trossury
Refor oy roguests R promial guaramees 1o
Corsiznin Group Treasury

Ay

i i'-}'ww "i"mmm-‘ uf’*' %‘%ﬁ:r‘ ‘%

Porehase loos! nsorune 1o cover slatatory
reRrarRenEs

Provide Consignia Group Troasury whth relovant
information on sets snd Hebiliry rigks and ageee

ApprOprie Lover

Drpclaration aod pavment of dividend i sovordunee
with Molding Company Polioy,

Tasation
{80y Cormply with oy law i respogt of i own
sothvithes,

Subeniting i iy rotuns reguived i ol countries of
opsrationy
Paving all toes due o sl countries of operation;

exs the oonpany Bas 8 h%;’*m{im in house i
e the aprend extomad 1oy advi s
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them in ensuring that they

wiphy with e lowy

{8y Ensuring teat the coplial structure of the
oormpany weets eea! legad reguiremeels

Personnel

{39 Brplovment lnw = Confonn with nations], and where sppropriate
uropenn, emploviment i,

(M Health & Safay *

Tuternad Andic

(MY Conglonds Intoraal Audih will have right of
aeeess b ol dovwrents and relevant nformation for
compasties nowhich CUonsignia bus o shareholding,

{8 Provide independas assurance o the Bxeoutive | e
gement and Hoard o i oo risk and
contral maliors soross the Consigala Group. &

»  Plas o mitizate the rig
effective bnternal oo
slang withxd
ssantrol the oy

3 psamimﬁg o1 v.im e,;ﬁ%

ii-é:zg'}
® nsured by the party reguesting <
-sz §§ iamm% TR
Branding
{883 Uhse of Conslpnds brand e Agresall w
b with Consipnis wmagw mrrmnivations
Director,

e Agres creation of 3 sow niin brand or sb-brand
(ot product names) with Convigd
Comnsunisations Direstor,

&a&mw

Conunercial & Busdness Stratepy
{E} Business Plan complotion

Business Plan whelly in Beeowith Conggnl
% Play wholly In Hae with legal an
regulatory reguiresmns i country of onseation

i
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Consignia Company Secretary’s Cfice will maintain 2 database of companies in the Consigria
Group, and an associated organisation chart.

Information on vach Consignia Subsidiary, Assoviate and Joint Venture shall be submitted
Consignia Company Secretary’s Office at least once a vewr, using the following proforma, The
surnmary sheet must be sigoed off by the company secretary {where the Consigria company
secretary 1¢ ot used) or a Director of each company,

ik Group - vy dutails

Company name;

Date and plaoe of Incorporation:

Cprrent dirsciors and olicery

Location of mdnude books and corporate
documents Le. Memorsndum & Seticles of
Agsociation, Company Registers, sto

Authorised and ssued shares

Mamaes of sharshollerg

Mames of subsidiary companies

Signatge of company drecior or ooy certifving
ocormpliance with Consignia Sorporate Govemance
sroosdures and Polioy Guidelines (other than
where ientified betowy

Fxpeptinns i he above agreed with Consigoin
sorpsany seoralary
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