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1.

The GE is asked to note the approvals sought in the Annual Board Governance

Report, including:

a. The Matters Reserved to the Board incorporating the spend approval limits,
authorised signatory and Company Seal authentication list, treatment of unlimited
liabilities and table of delegated authorities;

b. The Terms of Reference for the Audit, Risk & Compliance Committee;
Ce The Terms of Reference for the Nominations Committee; and
d. The Terms of Reference for the Remuneration Committee

as attached in appendices 1 - 4 to be effective from 15t April 2020 and to supersede all
previous versions.

The GE is asked to note the obligations table, derived from the Framework Document, as
attached in appendix 5 and particularly, the obligations that fall within their area of
accountability.

The GE is asked to note the other elements of the annual Governance Report to the
Board.

The GE is asked to provide any comments or suggestions they wish reflected before
the report is finalised for Board!.

The GE is asked to note that Terms of Reference for GE and revised Terms of Reference
for the Risk and Compliance Committee are being drafted for their review.

Executive Summary

As previously noted by the GE (most recently on 15% January 2020), new Articles of Association
(AoA) for all Group Companies and a Framework Document (FD) between Post Office Limited
(POL), the Department of Business, Energy & Industrial Strategy (BEIS) (Shareholder) and UK
Government Investments (UKGI) (Shareholder Representative) are to come into effect from 1
April 20202. In order to implement these documents and map the new requirements therein,
the Group’s Governance Framework has been revised.

1 We will be undertaking a further check to make sure that the Matters Reserved to Board, Table of Delegated Authorities and

Terms of Reference align with one another and the Articles of Association and Framework Document.
2 Subject to ministerial approval.
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Further, following the recent announcements from the Purpose, Strategy & Growth (PSG)
review, the obligations contained within the FD have been mapped to show where accountability
and compliance sits within the Group. The key obligations are the production of a Group
Strategic Plan, Group Business Plan and subsidiary Company Business Plans, increased
reporting of financial performance against KPIs, greater observance of various corporate
governance guidelines alongside the Financial Reporting Council’'s UK Corporate Governance
Code (“the Code”) and observance of Public Sector Pay and Terms?®.

These changes have been included in the Annual Governance Report to the Board which
routinely covers annual reviews against the Board Committee Terms of Reference, confirmation
of the Register of Interests for POL Board Directors, and approval of delegated authority for
spend, and authentication of the Seal as well as noting the list of authorised signatories. This
approach complies with best practice under the Code.

Report

Governance Framework

1. POL’s core constitutional documents consist of:
a. AoA;
b. FD;
c. Entrustment Letter from UKGI to POL; and
d. Funding Agreement between POL and BEIS.

2. These constitutional documents together with the Matters Reserved to the Board (MRB)
and Board Committee Terms of Reference form the Governance Framework at Board level.
We have also produced a Table of Delegated Authorities, which map out the AoA and FD,
where relevant, so that you can see the decision journey through the executive
governance structure, to Board or a Board Committee and, where required, to the
Shareholder. Tables of Delegated Authorities have also been produced for the
subsidiaries* which, in some instances, have the additional governance steps of
Shareholder Board and Parent Shareholder consent.

In order to ensure the new AoA is fully implemented, the following documents have been
revised:

a. The Matters Reserved to the Board, incorporating the spend approval limits,>
authorised signatory and Company Seal authentication list, treatment of unlimited
liabilities® and a Table of Delegated Authorities produced;

b. The Terms of Reference for the Audit, Risk & Compliance, Nominations and
Remuneration Committees (Committees of the Board).

We make explicit in the MRB that the Board delegates to the Group Chief Executive (CEO)
the broad authority for the day-to-day running of the business’ as well as spend up to
specified limits. Subject to any matters reserved to the Board or which require Shareholder

3 Insofar as UKGI has deemed them to have a practical application to POL.

4 Post Office Management Services Limited (Post Office Insurance - POI) and Payzone Bill Payments Limited (PZBPL)

5 There has not been any changes to spend approval limit levels.

5 The approvals required for unlimited liabilities and indemnities have not changed from the approach approved by the Board on
27 March 2018, but the approach has been incorporated into the Matters Reserved to the Board.

7 This is made explicit in the Matters Reserved and Delegated Authorities.
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consent, the CEO may structure his team and executive governance arrangements as he
sees fit.

3. In addition, a table summarising the obligations POL should comply with as set out in the
FD, and linking to core constitutional documents referenced at paragraph 1, is included at
appendix 5. This table also details where accountability and then responsibility for
discharging these obligations sits in POL. Meetings to ensure those identified as being
responsible are aware and accept responsibility have been held® and will continue as we
approach 1t April 2020°.

4. The new draft documents are appended with a cover sheet describing what changes are
proposed and why. The main changes are:

a. restructuring to align with a standard template and to use consistent terminology,
taking into account best practice and the Code (as appropriate);!°

b. addition of requirements under the new AoA and FD including matters that require
Shareholder consent;

c. formal governance around existing practices as required following conversations with
colleagues.

5. For POL's subsidiaries POI and PZBPL, new Matters Reserved to the Board and Terms of
Reference have also been produced which align with Group documents and reflect the new
Articles of Association and Framework Document.!!

6. The revisions have been discussed with colleagues in Change, Procurement, Finance,
Legal, HR, Communications and the subsidiaries to start socialising the changes and help
align the materials with other policies and processes?!?. Just prior to the launch on 15t April
2020, the Decision-Making Page on the intranet will be revised to reflect the revised
Governance Framework and provide access to all documents, along with tailored
summaries appropriate for different audiences within the Group!®. Following the GE
meeting, workshops will be offered to the GE and GE-1 to provide an initial introduction,
with workshops for the wider business being offered after the launch.

7. Terms of Reference for GE and revised Terms of Reference for the Risk and Compliance
Committee are being drafted and will be sent to the Chairs for review prior to seeking GE’s
approval.

Standard elements within the Annual Governance Report to Board

Review against Terms of Reference

8 At the time of writing this report meetings had been held with the CoSec team, Chief Strategy & Transformation Officer, Head
of Financial Performance & Analysis, Head of Treasury, Tax & Insurance, Government Affairs & Policy Director, Head of Reward,
Head of Risk and Money Laundering Reporting Officer.

9 The Remuneration Committee has agreed the employees joining Post Office can be offered private medical insurance until 1
July 2020 so that recruitment processes in train are not disrupted.

® The model Matters Reserved to the Board and Terms of References for Committees released by the Governance Institute have
been considered in drafting. The Group is required to “seek to comply” with the UK Corporate Governance Code (section 9.4 of the
Framework Document).

11 Although the subsidiaries are not party to this document, it contains certain requirements for POL for which subsidiary support
or compliance is required to enable POL to meet its obligations.

12 We reference procurement requirements, spend authorities etc. in the tables of delegated authorities where people may need
to be aware of these.

13 We would like to include this high level overview with induction materials.
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The Code (Provision 21) recommends that an evaluation of the activities of each
Committee against their Terms of Reference should be completed annually. These reviews
have been completed for the Nominations and Remuneration Committees (“the
Committees”) and discussed at their meetings on 11 February 2020 where it was
concluded that the Committees had fulfilled their requirements to the Board. Specifically
that:

The purpose of each Committee was clear;

The composition and terms of office had been adhered to throughout the year;

All meetings had been convened in accordance with the Terms of Reference; and
All duties and responsibilities had been discharged in accordance with the Terms of
Reference!?.

aooco

The ARC will be considering the review against its Terms of Reference at its meeting on
24 March 2020.

Register of Interests

9.

In line with the Group Conflicts of Interest Policy and the requirement under s.175 of the
Companies Act 2006 for directors to avoid conflicts of interest, the Board Directors have
confirmed that their entries on the Register of Interests are up-to-date. This review takes
place annually. Outside of this review, directors are asked at the beginning of each Board
or Committee meeting to advise of any conflict of interest which could be triggered
because of an item to be discussed or to notify any new external appointment. The revised
register will be included with the Board paper.

Next Steps & Timelines

10.

11.

12.

The Board will be asked to approve and adopt the Matters Reserved to the Board and Board
Committee Terms of Reference at its meeting on 24" March 2020, and to note the
obligations table, the review against Terms of Reference for the Nominations and
Remuneration Committees and the Register of Interests for Board Directors.

POI and PZBPL will be asked to approve and adopt their Matters Reserved to the Board and
Terms of Reference (as appropriate) and on the 18™ and 26" March respectively, as well
note any executive committee Terms of Reference and the obligations table.

All documents will come into effect from 15t April 2020. However, this is contingent upon
BEIS providing the required ordinary resolution adopting the Articles of Association for POL
and the execution the Framework Document (following ministerial approval), which is
outstanding at present. Should this not be returned prior to the 1%t April 2020, this date will
be treated as a soft launch allowing communications and workshops to continue in advance
of a delayed effective date. The GE will be advised should this occur.

Appendices

1.

Matters Reserved to the Board, incorporating spend approval limits, authorised
signatory and Company Seal authentication list, treatment of unlimited liabilities and
delegated authorities

4 The one exception identified was referral of GE exit arrangements to the Remuneration Committee for approval which has
now been addressed.
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Terms of Reference for the Audit, Risk & Compliance Committee
Terms of Reference for the Nominations Committee

Terms of Reference for the Remuneration Committee
Obligations Table

Register of Interests for POL Board Directors (to be added to Board paper).

o b )
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Changes to Matters Reserved to the Board & Terms of
Reference

Matters Reserved to Board

The Matters Reserved to Board were approved in 2015. These note that certain
matters require shareholder consent and set out the main categories of
approvals reserved to Board such as setting strategy. The following additions
have been made:

e a general section on the purpose of the Board, requirement to operate in
accordance with the Articles of Association and in compliance with the
Companies Act 2006

¢ the matters that requires Shareholder consent which now include group
matters reserved as well as company matters reserved

e an explicit delegation of authority to the Group Chief Executive Officer for the
day-to-day running of the company

e appendices with the spend approval limits, the authorised signatories and
company seal authority, treatment of liabilities and indemnities

e Table of Delegated Authorities, mapping out the approval stages for decisions.

Terms of Reference (ToR)

We've made changes to produce a consistent format and terminology so it is clear

whether the Committee is:

e receiving information to ensure that appropriate processes, policies and
controls are in place and/or monitoring implementation of agreed processes,
policies and controls in its assurance and oversight role;

e taking a decision under its delegated authority from the Board; or

e approving for recommendation to the Board or Shareholder where the ultimate
authority rests with them.

Principally we've wused the terms Review, Approve, Approve for
recommendation.

Reporting responsibilities, authority and annual review and approval have been
included as sections in each ToR.

Matters Reserved to the Board

Document Note the Matters Reserved to the Board were last updated in 2015.
Paragraph(s)
Changes because of AoA revisions and addition of the Framework
Document
6 &7 Reflects that there are now Company & Group Matters Reserved
(previously no Group Matters as not a Group).

Company Reserved Matters are all as before.

Group Reserved Matters within the AoA and Framework
Document (where applicable): Matters concerning all Group
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Companies now requiring Shareholder (BEIS) consent that was
not required before:

- The entry into administration of the Company.

- The formation of any subsidiary undertaking or the
purchase, cancellation of transfer of Shares, or granting of
any Share Rights, in the company.

- The sale, issue, allotment, purchase, cancellation or
transfer of any shares by the company in any subsidiary
or associated undertaking.

- The amalgamation or merger of the company with any
other company or business undertaking.

- The creation or granting of any encumbrance over the
whole or any part of the company’s business, undertaking,
assets or over any Shares unless arising in the ordinary
course of business).

- Making of a loan, granting of credit or giving of a
guarantee or indemnity apart from intra-group
arrangements entered into in the ordinary course of
business.

- The restructure or reorganisation of the Group Structure
such that the Company’s shareholding in its subsidiary
undertakings is altered or amended

- The appointment, remuneration of any person who is not
a member of the Group as a director of any member of the
Group (other than the company and a member of the
Group that is regulated by the FCA

- The additional remuneration of any employee (but not
salary arrangements) of a member of the Group in their
capacity as a director of a member of the Group

- The establishment of (or approval of any agreement to
establish) a new pension scheme by the company

- Adoption, and variation of, Group/Company Business Plan
(previously only Strategic Plan required approval).

8 (i)

Amendment to reflect requirement to develop a Group Strategic
Plan (under the Framework Document)

8 (xi)

Addition of purpose of ensuring that any statutory or
administrative requirements for the use of public funds are
complied with, having regard to the requirements under the
Articles of Association, the Framework Document and associated
guidance (to reflect requirements under the Framework
Document).

9 (i)

Matters requiring Shareholder Consent require Board approval
(in some instances are approved by a Board Committee - see
Table of Delegated Authorities)

9 (x)

The provision regarding dividends has been updated to reflect
where the dividend is within the Group Strategic Plan and
references where POL must approve subsidiary dividend
declarations.
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Changes made to reflect best practice and the Code

1-3 Purpose amended to reflect duty to comply with AoA, regulatory
requirements and the Code (where appropriate). Wording
otherwise revised for stylistic reasons.

8 (ii) Approval of the Group’s purpose and values (Code Principle B)

9 (i) Approval of the Group’s purpose and values (Code Principle B -
which includes strategy but this requires Shareholder approval)

9 (xxx) Addition of approval of Board Committee Terms of Reference
(this also happens in practice)

8 (viii), 9, Addition of a delegation to the Chief Executive (rather than

12 & 13 Group Executive) which is how the delegation exists in practice

and this addition makes it clear and explicit. There is also the
addition of the requirement for the Board to approve the
division of responsibilities between the chair, chief executive
and senior independent director (Code Principle K)

Changes to r
in the MRB ¢

eflect current operational practice which is not reflected
urrently

9 (vi)

The approvals relating to succession planning, talent
management and diversity have been updated to reflect what the
Nominations and Remuneration Committees actually do.

9 (xv — xvii)

The financial commitments section has been updated to reflect
the approvals that Board undertakes in practice as has developed
since the last update to the Matters Reserved to the Board and
the addition of subsidiary companies.

9 (xviii)

Removal of reference to pension investment strategy and
monitoring performance of investment managers which is
undertaken by the trustees.

9 (xx)

Insertion of definition of a senior employee (from the
Remuneration Committee Terms of Reference)

9 (xxi)

Addition of requirement to approve subsidiary director
remuneration (appointment already provided for).

9 (xxii)

Approval of Group Remuneration Policy (work in progress) and
introduction of an STIP scheme plus criteria and amount of
awards (previously only referred to LTIP).

9 (xxiii)

Approval of Group policies amended to refer to key policy
framework which sets out where policies may be approved

10 -11

Updated to reflect current committee structure

14 - 17

Membership and Secretary sections updated to remove names
and to amend number of Non-Executive directors (being six,
including the Chair, Senior Independent Director and
Shareholder Representative)

20

Removal of a requirement to hold eight Board meetings per
year and two strategy sessions to avoid this being too
prescriptive.

23

Amended to reflect that Group employees may attend Board
meetings at the request of the Chair (previously Post Office), so
this now includes all Group Companies.

24

Addition of ability to pass resolutions in writing which is
permitted under the AoA and happens in practice.

25

Correction of typo within the original Matters Reserved.
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Appendices

Addition of Spend Approval Limits, Authorised Signatory &
Company Seal Authority list & Liabilities and Indemnities
Approvals. Each were previously found in separate documents
and are now collated into this single document for ease of use.

Appendices

Addition of a Table of Delegated Authorities which sets out the
approvals path for matters requiring a decision from Executive
Committee to Shareholder (BEIS) and flags where other
sources may require consulting (e.g. relevant policies and

processes).

Audit, Risk and Compliance Committee

ToR
Paragraph

Changes because of changes made in the AOA

8 -9

Approval of changes to accounting reference date, practice or
policy required by law or generally accepted accounting policies
or not (in the latter case for Shareholder consent)

Changes made to reflect best practice and the Code

B

Revision of headings and categorisation of duties relating to the
Committee’s duties to reflect the model ToR from the
Governance Institute.

Monitoring the integrity of the financial statements - wording
reflects the model ToR from the Governance Institute.

Review and report to the Board on significant financial reporting
issues

Addition of reporting to the Board when not satisfied with
proposed financial reporting

Review and approve the statements in the ARA concerning
internal controls and risk management

10

Wording amended to reflect the model ToR which simply
amalgamates duties listed in other areas of the existing ToR

24

Adequacy and security of Whistleblowing arrangements. This
also happens in practice.

25,27 & 28

These provisions have been reworded and expanded upon in line
with model ToR. This also happens in practice.

30 - 35, 37

This section has been taken from the model ToR adapted to the
specific requirements of POL.
Key changes:
- Direct access of Internal Audit to Board and Committee Chair
- Requirement to meet with the internal auditor once a year
without management present
- Determine whether third party independent review is required

39

Review and approve selection procedure for appointment of the
audit firm.

40

If an Auditor resigns, review the issues leading to this and
determine whether any action is required.

42

Review the findings of the external audit (reworded as originally
more limited)

43

Addition of review of representation letters
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45 Monitoring of the independence of the external audit

47 Addition of requirement to meet regularly and at least once a
year without management.

48 Assessment of qualifications, expertise and resources and
effectiveness of audit process

49 Coordination with internal audit to be ensured.

50 - 52 Reporting responsibilities to the Board, in the ARA

54 - 57 Authority outlined in more detail (paragraph 58 was part of
original ToR)

61 Inclusion of requirement to be independent.
Chair cannot be a member of the Committee (Code Provision 24)

62 Appointment of Chair and election of cover if chair is not
present.

72 Convening of meetings — added possibility of any members,
external audit or internal audit requesting meetings (as per
Model ToR).

Changes to reflect current operational practice which is not reflected

in the ToR currently

1 Change of Company to Group reflecting the Committee oversight
role of its subsidiaries. Addition of risk appetite monitoring which
happens in practice.

3&4 Approval of the ARA & half yearly results for recommendation to
the Board (also in model ToR for ARC to review results requiring
Board approval). This has been incorporated with the existing
references to what should be reviewed. Other sections are
incorporated into paragraph 5.

7 Approval of Treasury Policy

16 List of risks reviewed with Head of Risk and clarified in simpler
definition, with expansion in footnote.

18 Change of Company to Group reflecting the Committee oversight
role of its subsidiaries.

21, Breach analysis happens in practice.

22 The ARC approves the Group Insurance in practice.

29 This happens in practice and is part of the ARC's role in monitoring
compliance.

31 Addition of every 2 years on the requirement to approve the
Internal Audit Charter.

53 Amendment of minutes for noting from POMS to receive reports
from subsidiary companies regularly and as requested by the
Committee (reflecting Post Office Insurance and Payzone and fact
that the minutes are not provided, but reports).

70 Notice amended to three working days in line with the Board and

other Committees

Nominations Committee:

Changes because of changes made in the AoA

[ N/A

Reference

Alignment between the Matters Reserved to Board and the Terms of
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[ N/A
Changes made to reflect best practice because of changes to the
Governance Institute’s model terms which we propose adopting
ToR
Paragraph
18. Review the Group’s Governance Framework.
Changes to reflect current operational practice which is not reflected
in the ToR currently

1.(iii) Approve the appointment of individuals to the Company
subsidiary boards (Payzone now included).
1.(iv) Approve the nomination for appointment and reappointment of

individuals employed by the Company to the First Rate Exchange
Services Holdings Limited ("FRESH”) Board, and approve the
proposal for removal of individuals employed by the Company
from the FRESH Board.

21. Review and approve the processes for Board and Committee
evaluations.

22. Approve the appointment of external facilitators for Board and
Committee evaluations.

23. Review developments in corporate governance

and determine whether changes should be made to the Group’s
governance arrangements.

Remuneration Committee:

Changes because of changes made in the AoA

[ N/A
Alignment between the Matters Reserved to Board and the Terms of
Reference
13. Approve for recommendation to the Board!, the establishment of

(or approval of any agreement to establish) a new pension
scheme by any member of the group.

14. Have oversight and approve for recommendation to the Board any
material changes to the pension arrangements for company
employees, in particular affecting the rate of contributions
required to be made?.

15. Approve for recommendation to the Shareholder of any exit
package that would be in excess of the contractual obligations for
the Group Chief Executive and Chief Financial Officer (previously
silent on CEO).

Changes made to reflect best practice because of changes to the
Governance Institute’s model terms which we propose adopting

ToR
Paragraph
41. The Secretary shall provide current and new Committee members
with any training, briefings or induction required under the
supervision of the Chair (change in wording).

1 Which in turn requires the approval of the Shareholder.
2 Executive Directors’ remuneration packages and changes to these, including pensions,
must be approved by the Shareholder.
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Changes to reflect current operational practice which is not reflected
in the ToR currently (with relevant ToR paragraph)

[ N/A
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Post Office Limited
(“the Company”)
Matters Reserved to the Board

Purpose

The Board is collectively responsible for setting the Company’s strategic
direction and primary business objectives. It establishes a robust
governance framework and ensures that the Company has financial and
human resources required to achieve its agreed objectives.

The Company is required to operate in accordance with the Companies Act
2006, the Company’s Articles of Association (the Articles) and any other
applicable and appropriate regulatory requirements. The Company seeks to
comply with the Financial Reporting Council’'s UK Corporate Governance
Code 2018, where appropriate.!

The Directors’ statutory duties are set in the Companies Act 2006. One of
the primary duties of the Directors is to promote the success of the
Company for the benefit of its Shareholder? and taking into account the
interests of key stakeholders.

Matters Reserved to the Shareholder

In accordance with the Company’s Articles, the Shareholder may, by
special resolution, direct the directors to take, or refrain from taking, any
specified action (Article 45).

Article 8.1 (A) - (F) sets out certain powers reserved to the Shareholder
regarding Company Matters, which may occur and be effective only with
prior written consent from the Shareholder:

i. Appointment, reappointment or removal from office of any director,
chief executive (or equivalent) or Chair of the Company (Articles 8.1
(A) (i)-(iii), 40, 42, 44)

ii. Any change in the prescribed minimum number of directors of the
company (Article 8.1 (B) (via the Nominations Committee)

iii. The appointment of any person other than a director of the company
as an alternate director of any director of the company (Article 8.1 (C))

iv. Any action taken by any company or the Board (including any
appointment, removal or re-designation) which would have the effect
that the Board ceased to include directors appointed to the post of
Chair, chief executive and finance director (or directors carrying out
the general functions denoted by such posts) (Article 8.1 (D))

v. Approval or variation of director and officer remuneration and/or terms

and conditions of employment or engagement (Articles 8.1(E), 50-52
(via the Remuneration Committee)

! As required under section 9.4 of the Framework Document between Post Office Limited, the Department of
Business, Energy & Industrial Strategy (BEIS) & UK Government Investments (UKGI) (the Framework
Document).

2 BEIS

PUBLIC 1
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Post Office Limited
Matters Reserved to the Board

Vi.

Vii.

Declaration or payment of a dividend or other distribution outside of
the Group Strategic Plan (Article 8.1 (F))

Any distribution, payment or return to Shareholders of the Company
out of capital of the Company (Articles 8.1 (G), 76)

6. Article 8.1 (H) - (Z) sets out the powers reserved to the Shareholder
relating to Group Matters, which may occur and be effective only with prior
written consent from the Shareholder:

Vi.

Vii.

viii.

Xi.

Xii.

The alteration or deletion of, or the ratification of any breach of, all
or any part of the Articles (Articles 8.1 (H))

Voluntary winding up or entry into administration of the company
(Article 8.1 (I))

Redemption or purchase of the Company’s own shares or reduction
in share capital (Article 8.1 (3))

Set up of a new subsidiary company or any action relating to shares
in the Company (Article 8.1 (K))

Any action relating to shares held by the Company in a subsidiary
or associated undertaking® or in First Rate Exchange Services
Holdings Limited (while an associated undertaking of a member of
the Group) or in any other associated undertaking of a member of
the Group (Article 8.1(L))

The amalgamation or merger of the Company with any other
company or business undertaking (Article 8.1 (M))

The creation or granting of any encumbrance relating to the
Company’s business, undertaking, assets or Shares unless arising in
the ordinary course of business* (Article 8.1 (N))

Making of a loan, granting of credit or giving of a guarantee or
indemnity apart from intra-group arrangements entered into in the
ordinary course of business® (Article 8.1 (0))

The restructure or reorganisation of the Group structure such that
the Company’s shareholding in its subsidiary undertakings is altered
or amended (Article 8.1 (P))

The actual or proposed presentation of a petition to appoint an
administrator of the Company (Article 8.1 (Q))

Change to accounting reference date, practice or policy if different
from the Group and unless required by law or generally accepted
accounting principles (Article 8.1 (R))

The appointment, remuneration of any person who is not a member
of the Group as a director of any member of the Group (other than

3 An associated undertaking is defined an entity over which a company has significant influence but cannot
exercise control (pursuant to International Accounting Standard 28) and normally demonstrated by 20-50%
shares held. A subsidiary undertaking is defined as (a) holds a majority of the voting rights in it, (b) or is a
member of it and has the right to appoint or remove a majority of its board of directors, or (c) is a member of
it and controls alone, pursuant to an agreement with other members, a majority of the voting rights in it
(s.1159 CA 2006).

* This is a factual analysis that must be conducted on a case-by-case basis.

5 As previously defined.

PUBLIC
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Post Office Limited
Matters Reserved to the Board

the company and a member of the Group that is regulated by the
FCA (Article 8.1 (S)); or

xiii.  The additional remuneration of any employee (but not salary
arrangements) of a member of the Group in their capacity as a
director of a member of the Group (Article 8.1 (S))

xiv.  The establishment of (or approval of any agreement to establish) a
new pension scheme by the company (Article 8.1 (T))

xv. The adoption of or any material variation or amendment of a Group
Strategic Plan previously adopted (Article 8.1 (U) and Group
Business Plan (Section 4.2 Framework Document)®

xvi.  The adoption, material variation or amendment to a Group Strategic
Plan previously adopted (Article 8.1 (V))

xvii.  Entry into a Relevant Transaction’ the Company’s interest in an
asset is lost meaning it can no longer perform the business of the
Company as per the Group Strategic Plan (Article 8.1 (W))

xviii.  The entry into or implementation of a Relevant Transaction® by the
Company involving actual or likely spend or liability in excess of
£50,000,000 (Article 8.1 (X))

xix. The entry by the Company into any Relevant Transaction® which is
not on commercial terms and is not considered by the Board to be
in the interests of the company (Article 8.1 (Y))

xX.  Any action in relation to the Post Office Trade Mark which prevents
the Group using the Trade Mark, including sale, assignment,
charging, mortgaging, granting of licence or disposal (Article 8.1
(2))

xXi.  The borrowing of funds from any source other than another member
of the Post Office Group, Article 8.1 (Z) (AA))

C. Duties & Responsibilities

7. In addition to its legal duties, the Board has the following specific
responsibilities:
i. Setting the strategic direction of the Group by developing a Group
Strategic Plan and Group Business Plan;
ii. Establishing the Company’s purpose and values;
iii. Setting the Company’s risk appetite and ensuring a proper
framework exists for the management of risk;
iv. Maintenance of proper accounting and tax records, as required by
the Companies Act 2006;
v. Maintenance of a sound system of internal control so that the
Company can meet its statutory and regulatory obligations;

& Subsidiary Company Business Plans require the approval of the Company and Shareholder.

7 Relevant Transaction is any transaction which is not (i) in the ordinary course of business, (ii) intra-group; or
(iii) approved in the Group Strategic Plan (Article 2).

8 As previously defined

° As previously defined
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vi.

Vii.

Viii.

Xi.

Maintenance of the reputation of the Company as a public institution,
including consideration of new products and activities which may
attract public interest or have an impact on the value of the
Company’s brand;

Ensuring regular and active communications with the Shareholder,
particularly on the Company’s performance against the Strategic
Plan and other key indicators;

Delegation of authority to Board Committees according to their
respective Terms of Reference;

Delegation of authority to the Group Chief Executive;

Formal evaluation of the performance of the Board and Board
Committees; and

Ensuring that any statutory or administrative requirements for the
use of public funds are complied with, having regard to the
requirements under the Articles of Association, the Framework
Document and associated guidance.

8. Pursuant to Article 49, the Board may delegate any of the powers conferred
to them under the Articles to any executive director or committee as they
see fit. Whilst the Board may choose to so delegate, the following matters
are reserved to the Board, unless a specific delegation is in place (the Board
may revoke any delegated authority granted):

Approve for recommendation to the Shareholder on those matters requiring
Shareholder consent, as specified in the Articles (see paragraph B above)'?;

9. Strategy & Management

Approve the Group’s purpose, and values ;

Approve the Funding Agreement with the Shareholder and monitoring

of the achievement of milestones contained within the plan;

Approve the adoption of and review annually the criteria for
measurement of performance (Key Performance Indicators) and
management!?;

Review and monitor necessary corrective action required in light of
reviews of performance against the Group Business Plan;

Approve succession plans for directors of Group Companies and
monitor diversity, talent management and succession plans for senior
leaders of the Group (delegated to the Remuneration and Nominations
Committees).

10 Certain matters may be approved by a Board Committee. Please refer to the Delegated Authorities Table.

1 The Company is required to provide quarterly reports to the Shareholder on the targets and budgets set out
in the GSP and the performance of the branch network (FD Section 13).
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10. Ownership, Capital Structure & Constitution'?

Approve the change of the Company Name, trading name or Registered
Office for any member of the Group

11. Financial Reporting & Controls

i. Approve the Annual Report and Accounts (on recommendation from
the Audit, Risk and Compliance Committee);

ii. Approve the half-yearly results13 (on recommendation from the Audit,
Risk and Compliance Committee);

iii. Approve the recommendation for declaration of dividend and payment
of interim dividend (within the Group Strategic Plan) (Articles 68 -
69)14;

iv. Approve the risk appetite statement (on recommendation from the
Audit, Risk & Compliance Committee);

v. Review the Company’s risk management systems, internal controls
and key systems (delegated to the Audit, Risk & Compliance
Committee);

vi. Approve changes to accounting reference date, practice or policy by
the Company as required by law or generally accepted accounting
principles (delegated to the Audit, Risk & Compliance Committee);

vii. Approve of Group treasury and banking policies, including methods of
mitigating against foreign currency exposure and any use of financial
derivatives (delegated to the Audit, Risk & Compliance Committee);

viii. Monitor the independence of the external auditor (delegated to the
Audit, Risk & Compliance Committee).

12. Financial Commitments

i. Approve the entry into or implementation of a transaction (OPEX spend)
by the Company involving actual or likely spend or liability1l5 up to
£50,000,000;16

ii. Approve the entry into or implementation of a transaction by
the Group involving actual or likely spend or liability in excess of
£5,000,000 for Post Office Management Services Limited, and
£2,000,000 for Payzone Bill Payments Limited;

iii. Approve changespend over£5,000,000 for the Group (£2,000,00 for
Payzone Bill Payments Limited);

2 All other matters require Shareholder consent (see paragraph B above).

13 Where produced

4 Declaration or payment of any dividend outside of the Group Strategic Plan requires Shareholder consent
(see paragraph B above). The Company is required to consent declarations of dividends within the Group
Strategic Plan for Subsidiary Companies.

15 See above

16 See appendix for approvals required for unlimited liabilities and indemnities. There are certain matters where
there is a risk of loss or liability or a wider risk which should be escalated to the Board (and, in some instances,
the Shareholder). These instances may also come under the matters requiring Shareholder consent.
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iv. Approve the Group pension strategy and any material changes to
pension arrangements for the Group, in particular reflecting the rate of
contribution made (on recommendation from the Remuneration
Committee).

13. Appointment and Senior Remuneration

i. Approve the appointment or removal of the Secretary (Article 66);

ii. Approve the appointment, remuneration or dismissal of senior
employeel? (delegated to the Nominations and Remuneration
Committees);

iii.  Approve the appointment, reappointment, removal and remuneration of
directors for Subsidiary Companies18 (delegated to the Nominations and
Remuneration Committees);

iv.  Approve the Group Remuneration Policy1l9 (on recommendation from the
Remuneration Committee);

v. Approve the introduction of any long or short term incentive scheme,
performance criteria and any awards made under such schemes
(delegated to the Remuneration Committee)20;

vi. Approve the appointment, reappointment or removal of the Group’s
principal professional advisors, 21 including the external auditor (on
recommendation from the Audit, Risk & Compliance Committee).

14. Governance

i.  Ensure delivery of obligations on the Company under the Postal Services
Act 2011, including the publication of the annual Network Report and
Postal Heritage Report;

ii. Approve the adoption of the Company policies related to business
operation and/or strategic matters and identified within the approved
policy framework as requiring Board level oversight (some policies may be
approved by Board Committees in accordance with the key policy
framework);

iii.  Authorise a Conflict of Interest (Article 54 (A));

iv.  Approve overall levels of insurance for the Company, including directors’
and officers’ liability insurance and any arrangement for indemnity of
directors (delegated to the Audit, Risk & Compliance Committee);22

17 Defined as any executive who reports directly to the Group Chief Executive Officer, other than executive
directors.

8 The Nomination Committee may also approve the nominations for appointment, reappointment or removal of
any statutory director who is an employee of the Group to an associated undertaking of the Group and the
appointment, reappointment or removal of the Shareholder Representative to an associated undertaking (First
Rate Exchange Services Holdings Limited).

2 This incorporates the establishment of any profit-sharing, share option, bonus or any other incentive
schemes for employees of any Group Company.

20 Remuneration of Executive Directors requires Shareholder approval.

21 This consists of advisors specifically mentioned in the Group Annual Report & Accounts including but not limited
to, the Group’s solicitors, actuary and financial advisors.

22 The Company must consider if the Group policy is sufficient or whether additional cover is required.
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V.

Vi.

vii.

viii.

15.

16.

Approve the adoption of and changes to Matters Reserved to the Board
(including appendices23) and Board Committee Terms of Reference (on
recommendation from the relevant committee for the relevant
committee);

Approve the process for the annual review of Board and Board Sub-
Committee Effectiveness (delegated to the Nominations Committee);
Approve the authority delegated to the Group Chief Executive (or
equivalent) and the division of responsibilities between the chair, chief
executive and senior independent director (on recommendation of the
Nominations Committee);

Approve the Group’s overall corporate governance arrangements
(delegated to the Nominations Committee).

Delegation to Committees

The Board may delegate authority for specified responsibilities to
Committees of the Board. The Terms of Reference for these Committees
will be approved by the Board. The duties of each Committee are contained
in the Terms of Reference. The Committees of the Board are:

a) Audit, Risk & Compliance Committee

b) Nominations Committee

c) Remuneration Committee

The Board has authority to establish additional Committees of the Board
from time to time.

Delegation to the Group Chief Executive Officer

The Group Chief Executive Officer (Group CEO) is granted full authority for
the day-to-day running of the business of the Company, including
authority to make changes to the management, approve agreements
(including novation, extension and/or variation of such agreements), and
to accept risks, rights and obligations on behalf of the Company (including
NDAs, Letters or Intent or exclusivity obligations), other than those
matters reserved to the Board and Shareholder for its decision and
subject to the limit of authority of up to £5,000,000 and any applicable
internal policies and processes.

The Group CEO is also authorised to sub-delegate such authority as he or
she sees fit, including the power to further sub-delegate, provided than
any such sub-delegation shall be within the limits of authority set out
above and evidenced in writing (see Spend Approval Limits Appendix).

23 Including: Spend Approval Limits, Authorised Signatories, Records of Spend Approvals and Authorised
Signatories, Approval of unlimited liabilities and indemnities and Delegated Authorities
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17.

iif.

18.

19.

20.

21.

Composition and Governance
Membership

The minimum number of directors is two (Article 37), but there is no
maximum. Appointment and any change to the minimum number of
directors is subject to the appropriate Shareholder approval.

Normally, terms of office will be three years for a maximum of two terms.
However, this is at the discretion of the Shareholder.

The composition of the Board is at the discretion of the Shareholder. The
current composition of the Board is:

a) Non-Executive Chair;

b) One Senior Independent Non-Executive Director;

c) Three Non-Executive Directors;

d) One Shareholder representative; and

e) Two Executive Directors, being the Group CEO and Group Chief
Financial Officer.?*

Secretary

The Group Company Secretary, or his or her nominee, shall not be a
member of the Board but shall act as Secretary to the Board and shall keep
minutes and records of each meeting, as required by the Companies Act
2006.

Minutes of each meeting will be circulated to the Chair for approval and
then to all members of the Board. Minutes will be formally approved and
signed at the next meeting.

Quorum

The quorum for the transaction of business at a Board meeting shall be
two directors (Article 59).

Meetings

The Board shall meet as often as required, and not less than once every
quarter. A separate Strategy session will be held at least one a year. The
Board may meet in person, by telephone or by other electronic means, so
long as each member can contribute to the business of the meeting
simultaneously (Article 64).

2% This includes any persons holding these positions in the interim.
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22,

23.

24,

25.

26.

Meetings may be convened by the Secretary to the Board, at the request
of the Chair, or any other director, at any time.

Notice of each meeting shall be given to all members of the Board and any
other person required to attend, at least 3 working days before each
meeting.

Other Group employees and/or external consultants may attend for part or
the whole of any Board meeting at the invitation of the Chair.

Resolutions may be made in writing?® if signed by all directors entitled to
receive notice of the meeting (Article 63).

The Non-Executive Directors shall meet at least twice per year without the
executive directors being present.

ANNUAL REVIEW AND APPROVAL

POL00448719
POL00448719

27. The Board will undertake an annual review of its performance and the
content of the Matters Reserved (subject to the Articles of Association).
The Board will approval any changes to these Matters Reserved pursuant
to the annual review or whenever so required.

Approved by: Date: Version: Effective from:

Post Office Limited Board February 2015 1.0 February 2015

[Post Office Limited Board 24/03/2020 2.0 01/04/2020]
28. Appendices

Spend Approval Limits

The Board has delegated to the Group CEO spend approval of up to £5,000,000
and the Group CEO recommends to the Board the following standard spend

approval limits subject to applicable internal policies and processes:?2°

Job Title Spend Approval Limit
Group Chief Financial Officer (CFO) | £4,000,000
Group Executive Member £2,000,000
Direct Reports to Group Executive | £250,000

The Group CEO may sub-delegate up to his spend limit of £5,000,000 and
determine the conditions of that delegation. Such delegation must be provided

to the Group Company Secretary in writing.

25 This includes electronic circulation and signature.

26 OPEX spend may be approved in accordance with these levels. CAPEX spend requires prior approval from the

Project Review Board and/or Investment Committee. The spend is measured over the life of the contract or

project.
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The Group CFO and Group Executive member may delegate up to their
£4,000,000 and £2,000,000 spend approval limit respectively, on a permanent
or ad hoc basis, to their direct reports or below, provided such delegation is
provided to the Group Company Secretary in writing. For the avoid of doubt,
direct reports to Group Executive members automatically have a £250,000

delegation, unless the Group Executive member advises the Company

Secretariat otherwise.?’

Authorised Signatories & Company Seal Authority

The following positions are approved to sign documents that will bind the
Company such as, but not limited to, contracts, statements of work, change
notes, order forms and terms & conditions.?® Signature is subject to
applicable internal policies, processes and documented exceptions:

- Any Statutory Director;

- The Group Company Secretary;

- Any member of the Group Executive; and

- Any Senior Assistant Company Secretary.

The following positions are permitted to sign employment contracts or
similar HR related agreements (for the purpose as specified only) as set out

below:

Job Title Purpose
Employment Recruitment, Leavers & New Joiners’ Contracts
MI Manager
Payroll Manager Contract Changes
Agents On-boarding Team Agents’ contracts

The following positions are permitted to sign franchise agreements as part
of the DMB programme:

Job Title

Head of DMB Programme

Director of Network Development

Any one of the following positions is approved to authenticate the affixing
of the Company Seal pursuant to Article 78 (C):

- A Statutory Director;

- Group General Counsel;

- Group Company Secretary; or

- Senior Assistant Company Secretary.

27 This does not apply to Personal, Executive Assistants or Team Supports who report directly to a Group
Executive member.

28 The Board authorised the Company Secretariat to keep a list of authorised signatories in its meeting on 22
January 2016 (see minute reference 69 of 2016).

PUBLIC 10

GE Monthly Meeting - 11 March 2020-11/03/20



Tab 8 Governance report to Board (including the new Articles of Association)

Post Office Limited
Matters Reserved to the Board

Records of Spend Approvals and Signatories

The Group Company Secretary is authorised to keep a list of individuals who
hold authority to approve spend, are authorised signatories and may
authenticate the Company Seal from time to time. Any changes in persons
appointed the relevant positions must be notified to the Group Company
Secretary in writing.

Liabilities and Indemnities?®

Certain contracts may include unlimited liabilities and/or indemnities. If this
is the case, the following rules shall apply:

i. If the unlimited liability/indemnity is for one of the following “standard
liabilities”, no additional approval is required and approval is required
under the spend approval limits;

a. Categories of loss that cannot be limited by law:
e death
e personal injury
o fraud
o fraudulent misrepresentation
b. Categories of loss which reflect industry practice:
s breach of third party intellectual property rights (IPR);
e breach of Confidentiality;
e breach of Data Protection; and
e breach of applicable law.

If the liability/indemnity is not a “standard liability” (as listed above), and
is unlimited or is above the Group Chief Executive’s spend approval limit,
additional approval will be required from the Group Chief Financial Officer
and Group General Counsel.

There are certain matters where there is a risk of loss or liability or a
wider risk which should be escalated to the Board (and, in some
instances, Shareholder):3°

e agranting of a security in excess of £5m;3!

e a new area of business which might bring the Group within the
scope of oversight of a regulator to which it has not previously
been subject;3?

¢ a matter which gives rise to risk in excess of £5m in maintaining
service commitment to customers in line with the Group’s social
purpose (for which the Group has an averse risk statement);33

29 This approach was approved by the Board on 27 March 2018.

30 Please consult the matters reserved to the Shareholder consent in paragraph B above.
31 See also Article 8.1 (AA) & (X)

32 See also Article 8.1(2)

33 Subject to Article 8.1(X)
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e a matter which could risk disruption to the credit facility (averse
risk_appetite - the Company is to ensure loan remains below
imreevant! With maintenance of-m L headroom); 134 or
a matter where there is real:strc possibility of Competition and
Markets Authority intervention.3®

34 Refer also to the Treasury Policy and Article 8.1(AA)
35 See also Article 8.1(2)
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Post Office Limited (POL)
(“the Company”)
Delegated Authorities

Articles of Association and FD.

Shareholder as required under the Articles ofAssaciation and FD.

Approve: Final authorisation of a decision as worded under the Articles of Association and FD.
Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.
: Permission is granted to proceed with a decision authorised by the Company as worded under the

The authorisation is only valid once consenthas been received from the

BEIS: Department of Business, Energy & Industrial Strategy
The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office
Insurance (POI)) and Payzone Bill Payments Limited (PZBPL).
Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited
ED: Framework Dacument between BEIS (Shareholder), UKGI (Shareholder Representative) & POL

Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be cansulted for

further information prior to proceeding.
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Decision

1.1 Adoption of, or material variation to, the Group Strategic Plan (every

Action Required

POL Executive Comm

Board

H

E
8

Inve:

ttees
#g_g
EEo
E3EQ
= 3
ZEE=
88

Board Committee

Group
Executive

Audit Risk &
Compliance

Committee

(ARC)

Committee
(NomCo)

Nominations

Remuneration
Committee
(RemCo)

POL Board

Shareholder
(BEIS)

Notes

POL Board must develop
a Group Strategic Plan
(GSP) covering a period
of at least three years,

i ; Approve for Approve for which must be approved
three year;) (Article 8.1 (L), Articla 45, FD saction 4) . - - - recommendation to - - - recommendation Approve by the Shareholder (FD
[the adoption of a Group Strategic Plan or any material variation or POL Board to Shareholder Section 4)
amendment of a Group Strategic Plan previously adopted] 2 The GSP must be

reviewed annually by the
POL Board (FD section
4.6).
POL Board and
= Shareholder must
" o | Approve for Approve for i
1.2 Adoption of, or v;natlon to, the Group Business Plan (every 12 - ~ ~ rechfinendston ~ ~ ~ racommendation Aoprove approve individual
months) (FD section 4) to POL Board b SHarshalder Subsidiary Business
Plans which feed into the
Group Business Plan.
1.3 Substantial alteration to the nature of the business of the Company
:S:is:na; ;p(i?;f)led in the Group Strategic Plan (Article 8.1 (V)); FD Adbrove for Anprovaiaibiacs
= i i i B A = recommendation - - - to Shareholder
[Save as specifically provided for in the approved Group Strategic to POL Board consent Consent
Plan, any substantial alteration in the nature of the business carried 2
on by any Group company]
1.4 Approval of the Funding Agreement with Government and Approve for
monitoring of the achievement of miles tones contained within the - z = “recommendation - - - Approve -
plan [Existing Matter Reserved] to POL Board
POL Board is required to
provide quarterly reports
1.5 Approval of the criteria for measurement of performance (Key Approve for :gﬂ:f::;’;:\‘gdﬂ d“';ts
Performance Indicators) and management, including annual review - - - recommendation - - - Approve sat cutgin the GSP ae\d
to POL Board

of such criteria [Existing Matters Reserved]

the performance of the
branch network (FD
Section 13).

1.6 Approval of succession plans for directors of Group Companies
[Existing Matters Reserved]

Approve

Where an Article had

i 5 T s Approve for Approve subject Consent been breached that

2.1 The alteration or dele_twn f’f’ ur»the ratification of any breach of, all & " . e B " to Sharaholder should be raised through

or any part of the Articles; (Article 8.1 A (H)) POL Board consent RCC/ GE and escalated to

ARC.

2.2 Voluntary winding up or entry into administration of any Group

Company (Article 8.1 (I))

[The voluntary winding-up or entry into administration of any & & = Approve for & o & Approve subject

recommendation to Shareholder Consent

member of the Group, the passing of a special resolution to the
effect that any member of the Group should be wound -up by the
court or put into administration, the presentation (whether solely o r

to POL Board

consent
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Key " _ _ ) . BEIS: Department of Business, Energy & Industrial Strategy o
Post Office Limited (POL) Approve: Final authorisation of a decision as worded under the Articles of Assaciation and FD. The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office P
oy plt Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.  nsyrance (POI)) and Payzone Bill Payments Limited (PZBPL). o
(“the Company”) Consent: Permission is granted to proceed wit a decision authorised by the Company as worded under the Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited O
Delegated Authorities Articles of Association and FD. - ) ED: Framework Document between BEIS (Shareholder), UKGI (Shareholder Representative) & POL é
The authorisation is only valid once consenthas been received from the  Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be consulted for 3
Shareholder as required under the Articles ofAssociation and FD. further information prior to proceeding. o
3
&
Action Required 3
POL Executive Committees Board Committee °
Q
2 . c S
— L] € 8e <8 =] 2 o
Decision 3 e g E &5 _&‘5 aroup £ ,éa ‘1% £ 3 B g? Shareholder @
= 8 é f £5E g Executive 5 SE8 B g ‘é POL Board (BEIS) Notes g
FL] $E ZEES §EES EES R o
g g8 S8 288 s8*= ES a
a L —
jointly with any other person) of a petition for the winding -up of any ﬁ
member of the Group, or any proposal for any of the foregoing] g
lg‘
2.3 Redemption or purchase of the Company‘s own shares or reduction 5
in share capital (Article 8.1 (J)) @
[The redemption or purchase by any member of the Group of any (:E:
share in itself or the reduction of the share capital of any member of Approve for Approve subject =3
the Group, or any uncalled or unpaid liability in respect thereof, " = = recommendation to E = = to Shareholder Consent >
ot - ) POL Board consent o 8
capital redemption reserve or share premium account of any =
member of the Group or the passing of any resolution authorising @
any of the foregoing] (Article 8.1 (1)) g
=
2.4 Set up of a new subsidiary company or any action relating to shares >
in an existing Group Company or associated undertaking! (Article ﬁ
8.1 (K) & (L)) [the formation of any subsidiary undertaking or the 8
issue, allotment, purchase, cancellation or transfer of shares, or o
: ; ; Approve subject =
granting of any share rights, in any member of the Group / The sale, ~ i . Approve for - N . b Shifehaliae %
issue, allotment, purchase, cancellation or transfer of any shares by re;::l:g:.eg:::;an consent Consent =
any member of the Group in any subsidiary undertaking or in FRES
Limited (while an associated undertaking of a member of the Group)
or in any other associated undertaking of a member of the Group ]
£ [ i ith ;
2.5 The amalgamation or .merger of any member of the Group with any Roprove faF Approve subject
other company or business undertaking (Article 8.1 (M)); - - - recommendation - - - to Shareholder Consent
to POL Board consent
2.6 The creation or granting of any encumbrance relating to the
Company's business, undertaking, assets or Shares unless arising in
the ordinary course of business? (Article 8.1 (N))
[The creation or granting of any encumbrance over the whole or any
part of the company's business, undertaking or assets or over any :
Shar th e i Tk - t¥did ¥ Approve for Approve subject
aresNh THEMEUTIPAY OfF CeRel i v, S by iy NI Bt L0:005800) - - - recommendation - - - to Shareholder Consent
the same in respect of any member of the Group (other than, in to POL Board consent
each case, the creation or grant of any lien arising in the ordinary
course of business and/or any charge arising by the operation (or
purported operation) of title retention clauses and in the ordinary
course of business)

' An associated undertaking is defined an entity over which a company has significant influence but cannot exercise contral (ptsuant to International Accounting Standard 28) and normally demonstrated by 2050% shares held. A subsidiary undertaking is defired as (a)
holds a majority of the voting rights in it, (b) or is a member of it and has the right to appoint or remove a majority of & board of directors, or (c) is a member of it and controls alone, pursuant to an agreement with other members, a majorit of the voting rights in it
(s.1159 Companies Act 2006).

2 This is a factual analysis that must be conducted on a caseby-case basis.
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Post Office Limited (POL) Approve: Final authorisation of a decision as worded under the Articles of Assaciation and FD. The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office prot
oy s Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.  nsurance (POI)) and Payzone Bill Payments Limited (PZBPL). o
(“the Company”) . nsent: Permission is granted to proceed with a decision autharised by the Company as worded under the Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited O
Delegated Authorities Articles of Association and FD. ED: Framework Document between BEIS (Shareholder), UKGI (Shareholder Representative) & POL b3
The authorisation is only valid once consenthas been received from the  Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be consulted for 5
Shareholder as required under the Articles ofAssaciation and FD. further information prior to proceeding. o
3
- - @
Action Required 3
POL Executive Committees Board Committee 8
Decisi ; E g Group : g E ) E g" g
IR &% o E g Executive a8 j_ 2Q ® ‘E £z8 POL Board @narsnoldar
po 5% ESEQ EZEE gE g (BEIS) Notes &
3 YE ZEES EERS ES SEZ
$ : ®Es 385 Esz E5C g
) g8 i) 20 g8 g 8 a
o —
— =
2.7 The restructure or reorganisation of the Group structure such that any i f A biect o
. Rk e 1 o i 2 pprove for pprove subjec =
Group company’s shareholding in its subsidiary undertakings is " ” " racamensndetiil . & N s Bhereholder PoT—— 5
altered or amended (Article 8.1 (P)) to POL Board consent zg
2.8 The actual or proposed presentation of a petition to appoint an =
administrator for any company in the Group (including POL) (Article ; ‘;’
8.1(Q)) Approve for Approve subject @
[The presentation, or proposal for presentation, (whether solely or = = - recommendation to - - - to Shareholder Cansent =
jointly with any other person) of a petition applying for the FaL Baar Sansen g
appointment of an administrator of any member of the Group] i
®
2.9 Any action in relation to the Post Office Trade Mark which prevents g
the Group using the Trade Mark, including sale, assignment, “n
charging, mortgaging, granting of licence or disposal (Article 8.1 %
(¥3)) 8
[(i) the sale, assignment, charging, mortgaging or outright disposal g.
by any member of the Group of any Trade Mark in any of the =
Primary Territories, (ii) the granting of an exclusive licence by any g
member of the Group which prevents the Group from usi ng any Approve for Approve subject -
Trade Mark in any of the Primary Territories, (iii) the taking of any 2 # - mcor:orrlegdatgun to 2 8 < to Shareholder Consent
action by any member of the Group with the intention of i e cansent
jeopardising any Trade Mark in any of the Primary Territories, (iv)
the taking of any action by any member of the Group which has the
effect of causing any Trade Mark in any of the Primary Territories to
cease to subsist, or (v) the taking of any decision or action by any
member of the Group which has the effect of allowing rights in
respect of any Trade Mark in any of the Primary Territories to lapse]
2.10 Change of the Company Name, trading name or Registered Office Approve for
for any member of the Group. g . 5 recommendation to P & 5 Approve =
POL Board
3.1 Declaration or payment of any dividend or other distribution outside t p
of the Group Strategic Plan by any member of the Group (Article 8.1 Strategic Plan, POL
(F)) Approve for Approve subject Board must approve the
[The declaration or payment of any dividend or the making of any = = = recommendation to = L = to Shareholder Consent declaration of a dividend
POL Board it d t of
distribution by the company other than in accordance with the o consen lar:‘ter?;yg;:I!e:da(:nicles
Group Strategic Plan] 68 - 69)I.
s S Approve for Approve subject
3.2 Any d;strlb_utllon; payment or return tosshareholders of the Company ) R ) PR . R R o ERaraholdes B
out of capital of the company (Article 8.1 (G)) POL Board consent
3.3 Any distribution, payment or return to shareholders of the Company Approve for g“bf;df';y gﬂp;ny will
out of capital of the company by a Subsidiary [Subsidiary Company - - - recommendation to - - - Consent - cgr?se:t o;"trj,e POL
Articles] POL Board Board.
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Key
Post Office Limited (POL)
(“the Company”)
Delegated Authorities

Articles of Association and FD.

Approve: Final authorisation of a decision as worded under the Articles of Association and FD.
Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.
: Permission is granted to proceed with a decision authorised by the Company as worded under the

The authorisation is only valid once consenthas been received from the
Shareholder as required under the Articles ofAssaciation and FD.

BEIS: Department of Business, Energy & Industrial Strategy
The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office
Insurance (POI)) and Payzone Bill Payments Limited (PZBPL).
Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited
ED: Framework D b
Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be cansulted for
further information prior to proceeding.

BEIS (

POL00448719

POL00448719

), UKGI (Shareholder Representative) & POL

Action Required

POL Executive Committees

Board Committee

Making of a loan, granting of credit or giving of a guarantee or
indemnity by the Group, apart from intra-group arrangements
entered into in the ordinary course of business? (Article 8.1 (0))
[save for any intra-group arrangements entered into between wholly
owned members of the Group in the ordinary course of business by
any Group Company, the making of any loan (otherwise than by
way of deposit with a bank or other institution the normal business
of which includes the acceptance of deposits or in the ordinary
course of business), the granting of any credit (other than in the
normal course of business) or the giving of any guarantee or

Approve for
recommendation to
POL Board

Approve subject
to Shareholder
consent

3 » c
Decisi 2 H g Grou| : g 885 '§ g"
ecision IR g dEEs P wEEo -] e Shareholder
&5 E x=2EY Executive Y] ® % POL Board
=§ E BEES CaEX EEE EEE (BEIS) Notes
5 SE ZEES FEES EEZ 2ka
g ES 88 288 $8*= §3~
a 4
3.3 Change to accounting reference date, practice or policy by any
member of the Group, if different from those previously adopted by
the Group, unless required by law or generally accepted accounting
principles (Article 8.1 (R))
[The adoption of any accounting reference date or any material Where changes are
variation of the accounting practices and policies to be applied in the Approve required by law or
g p! P PP ) ) Approve for 4§ . subject to ) i Apprgve shulae:t generally accepted
preparation of the accounts of any member of the Group, if different recommendati | shareholde to Shareholder Consent accounting principles,
on to POL ARC consent 4
from the practices or policies then adopted or applied by other r consent the POL ARC approve
members of the Group (other than any accounting practice or policy these changes.
required to be adopted by law or required by generally accepted
accounting principles applying in the place of incorporation of the
company or the relevant member of the Group]
Approve The POL Board may
3.4 Approval of the Annual Report and A ccounts, including any corporate for delegate authority on an
governance statement and any specific reports required by law - - - - recommen - - Approve - ad hoc basis to
[Existing matter reserved] dation to individuals to finalise or
POL Board a committee to approve.
Approve The POL Board may
. = " for delegate authority on an
35 Api:f\taattnof agy T‘lf yearttflnancxal reg;m or trading statement for R 4 3 ~ TR ~ " Approve & b Rkt
publication [Existing matter reserve dation to individuals or a
POL Board committee to approve.
3.6 Approval of Group treasury and banking policies, including methods hppmve for
of mitigating against foreign currency exposure and any use of = = recommendati 2 Approve 2 = = =
financial derivatives [Existing matter reserved] on to POL ARC
3.7 Approval of the appointment, reappointment or removal of the _ . i ~ Rp R R . )
external auditor [Existing matter reserved] e
Anorave The POL ARC will review
Approve for p?or §nd monitor the Group's
3.8 Approval of Company’s risk appetite statement - # recommendati - recommen - - Approve - ;'s:t::::age"::ﬂgnal
on to POL ARC dation to b
POL Board controls and key

Consent

system:

Refer to the Treasury
Policy for authorities in
relation to intra-group
loans.

* This will be a factually based decisionand taken on a case by case basis.

(uoneioossy jo sejoniy Mau sy Buipnjour) pieog o} Hodss 8oUBLISAOS) g g8 |
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Key " _ _ ) . BEIS: Department of Business, Energy & Industrial Strategy o
Post Office Limited (POL) Agerove: Final authorisation of a decision as worded under the Articles of Assaciation and FD. The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office o
oy plt Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.  nsyrance (POI)) and Payzone Bill Payments Limited (PZBPL). %)
(“the Company”) Consent: Permission is granted to proceed wit a decision authorised by the Company as worded under the Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited O
Delegated Authorities Articles of Association and FD. ED: Framework Document between BEIS (Shareholder), UKGI (Shareholder Representative) & POL é
] nt The authorisation is only valid once consenthas been received from the  Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be consulted for 3
Shareholder as required under the Articles ofAssociation and FD. further information prior to proceeding. o
3
- - @
Action Required 3
POL Executive Committees Board Committee °
¢]
3 " 3 = 8
St 2 € E gg R EY. Sy o
: 5 ge Group %E8 2 20 =
Decision & g § E : 2 'E Y Executive FE E ) ® % é § % ‘é POL Board Sh:':z';;')d" Hoiei w
T o S .!15:1 .gn'Eq .EEq SES o
£° : o §E5- ESZ ESE B
g g8 S8 288 s8*= § 8 a
o —
indemnity (in each case other than in the normal course of business) g
by any Group company] 5
(g‘
; i Approve for e
4.2 The establishment of (or approval of any agreement to establish) a ) i ) recommihdation to ) i ADPFOVedeE" Approve subject CUD“
new pension scheme by any member of the Group (Article 8.1 (T)) POL Remuneration ’th"';‘gl‘_eg o d‘"‘ to Shareholder Consent s
Committee o aal consent 3
Any proposal should =
be reviewed to check >
whether Shareholder =
consent is required %
because of instances »
each elements of an Q
individual's iy
4.3 Approval of the Group pension strategy and any material changes to Approve for Approve for remuneration has to 5
pen:cin ?rrangeg-nenésrnzr the Gtrtoup, in parslcular the rate of . . oA f:éi";’:{::i:’-;‘:t’]‘:: i . recommendation Approve < be approved by the a
contribution made [Existing matters reserved] o rmitted to POL Board Shareholder and to 53
check that the L
approach taken would o
not run contrary to 3
public sector pay
guidance which is
deemed to apply to
POL.
4.4 Entry into a Relevant Transaction® whereby any Group Company’s
interest in an asset is lost meaning it can no longer perform the i
5 ¢ . If th till
I(J‘;.lvs;;!ess of the Company as per the Group Strategic Plan (Article 8.1 ableiocg;';?:s"::ellsvsuse
the asset for the
[The entry into any Relevant Transaction under which any member 7 remainder of its useful
of the Group, directly or indirectly, ceases to own or retain any such x ‘ economic life,
interest as it may have in any asset in the absence of which the = N R Approve for " = = Approve subject Shareholder (POL)
Group might reasonably be considered to be unable to continue to recommendation to to Shareholder Cansent approval and Parent
perform the business of the Group as provided for in the Group POL Board consent 5"“’“":',"" gBEIS)‘ J
Strategic Plan, except in circumstances under which the relevant f{%ﬁ::erlstr?:ﬂreelggg;\et P
asset remains available for exclusive use by any one or more : Transaction must be
members of the Group for the remainder of its useful economic life approved by the Board.
or until it is fully depreciated;]
4.5 The entry into or implementation of a Relevant Transaction ° by any
member of the Group involving actual or likely spend or liability in
excess of £50,000,000° (Article 8.1 (X)) i ) i Approve for : 8 . Approve subject
[The entry into or implementation of a Relevant Transaction by any recommendation to to Shareholder Consent
member of the Group which involves or is likely to involve (either POL Board consent
individually or when taken together with all other related Relevant

L Jo 86

/

€L

4 Relevant Transaction is any transactionwhich is net (i) in the ordinary course of business, (ii) intragroup; or (iii) approved in the Group Strategic Plan (Article 2).

* As previously defined

¢ See appendix to the Matters Reserved to the Board for approvals required for unlimited liabilitiesand indemnities. There will be instanceswhere there is a risk of Iass or liability or a wider risk, such as reputational risk,which should be escalated to the Board(and, in some
instances, the Shareholder, for example where a proposal could be deemed tobe “novel or contentious™. These instances may also come under the matters requiring Shareholder consent.
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Key
2 2 raa i Approve: Final authorisation of a decision as worded under the Articles of Assaciation and FD.
P‘?St Office le:FEd (PO L) Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.
(“the Company”) Consent: Permission is granted to proceed with a decision authorised by the Company as worded under the
Deiegated Authorities Articles of Association and FD.
I

The authorisation is only valid once consenthas been received from the

Shareholder as required under the Articles ofAssaciation and FD.

POL00448719

POL00448719

BEIS: Department of Business, Energy & Industrial Strategy

The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office
Insurance (POI)) and Payzone Bill Payments Limited (PZBPL).

Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited
ED: Framework Dacument between BEIS (Shareholder), UKGI (Shareholder Representative) & POL

Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be cansulted for
further information prior to proceeding.

Action Required

POL Executive Committees Board Committee
2 = €
e 2 £ e R Eo Sy
H - -~
Decision 3o g d5ES Group BEED 2£ B8 Shareholder
&5 E x=2EY Executive Y] ® % POL Board
-8 E BSES CaEX EE 2E (BEIS) Notes
ga $E ZEE= EEES EEE EEg
g £¢ 88 388 $8% EgS
a 4
Transactions (other than any related Relevant Transact ion
previously approved under this article Error! Reference source
not found.4.5 entered into or implemented in the previous 12
months)) the incurrence of a commitment or liability, or the
payment of a sum, by any member of the Group which is an amount
in excess of £50,000,000]
4.6 The entry by any member of the Group into any Relevant ]
Transaction which is not on commercial terms and is not considered reco?nprzrgr\::aft?;n - ‘égpsrg‘;?eshﬁc]!:?
by the directors of the relevant member of the Group to be in the E = : POL Board 5 = ‘ consent Consent
interests of that member of the Group (Article 8.1 (Y))

4.7 The borrowing of funds by any member of the Group from any See Article 8.1 (AA) (a)
source other than another member of the Group (Article 8.1 (AA)) ;n(:ajgrntl::::an Ladi]
[The incurring of (or entry into of any commitment to incur) any :

Approve for Approve subject

borrowing by any member of the Group in circumstances where the ‘ = % -r}ecurr?r’:\endatmn to ' = = tzpsharehuléer Consent

borrowing is to be provided from any source other than another POL Board consent

member of the Group] ¥
The Group CEQ has
delegated authority to
approve OPEX spend
up to £5m and may

4.8 The entry into or implementation of a transaction (OPEX spend) by Approve for qelggate below this
the Group involving actual or likely spend or liability 7 in excess of 2 2 - Brommendation to ” = - Approve & limit. —
£5,000,000 (£2,000,000 for PZBPL) [Existing Matter Reserved] POL Board Each Subsidiary has

its own spend
approval limits. See
applicable Matters
Reserved to the
Board.

4.9 Approval of Change spend under £2,000,000 for the Group®
[Existing delegated authority from the Board to the Group CEQ] Approve ! = = 2 m L = =

4.10 Approval of Change spend over £2,000,000 but up to £5,000,000 i - Change spend over

9 [E o i . : PRIOVE JOF £2m for PZBPL will
for the Group?® [Existing delegated authority from the Board to the recommendat! Approve o = " z 2 < " el POLiBgANd
Group CEO] on to IC approval.

7 Non-standard unlimited liabilities and indemnities or those capped at £2m and above may be approved byGroup General Counsel and the Company’s Chief Financial Officeras part of the Contract Approval Process. Standard liabilities and indemnities do not require
additional approvals or Board oversight. There are certain matters where there is a risk of loss or liability or a wider risk which should b escalated to the Shareholder. These instances may also come under the matters requiring Shareholderconsent. Please refer to the

Matters Reserved to the Board,

#This is defined Change spend refers to the CAPEX & Exceptional budget, which is managed by be Group Change team. It does not include OPEX spend or contract approvals, for which the appropriate spend approvals must be considerd. If a project’s forecast spend

exceeds £5m (total CAPEX, Exceptional and OPEX), POL Board approval is required.

® As previously defined.

(uoneioossy Jo sepiy mau ay) Buipnjour) preog o) yoder 8oUBUIBAOS) § gB |
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Key BEIS: Department of Business, Energy & Industrial Strategy ?j"
Post Office Limited (POL) Approve: Final authorisation of a decision as worded under the Articles of Assaciation and FD. The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office o)
oy s Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.  nsurance (POI)) and Payzone Bill Payments Limited (PZBPL). o
(“the Company”) Consent: Permission is granted to proceed wit a decision authorised by the Company as worded under the Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited O
Delegated Authorities Articles of Association and FD. ED: Framework Document between BEIS (Shareholder), UKGI (Shareholder Representative) & POL é
The authorisation is only valid once consenthas been received from the  Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be consulted for 5
Shareholder as required under the Articles ofAssaciation and FD. further information prior to proceeding. o
3
Action Required 3
POL Executive Committees Board Committee “8
3 € p=1
isi 2 g ¢ Grou : ¢ E o) £is g
Decision &E £ %5 EG E tP zE ‘ga k- é lE £ £8 POL Board Sharaholder B
o] 5% ¥3EQ AEFERIve ESEE SEE g E?. (BEIS) Notes @
o $E ®EE- SEES EEZ 2ka @
g g8 S8 288 s8*= ES~ a
o © Jroiy
=
Q
Approve for Approve for Approve for g_
4.11 Approval of Change spend over £5,000,000 for the Group!® Biradotlutinilic g0 rec%mmendal; _ recommendatiéa 1 o B R A . &
on ta IC on to GE POL Board «
=3
@®
=
rview pane %’
makes a
recommendation of >
& appointment at the end =
5.1 Approval of the recruitment and appointment process for a director Approve for of the recruitment (:4
of the Company Including engagement terms of external search ~ ~ B g ~ recommendati- - _ Aisbcive process to the fﬁ
agents for appointments and formation of interview panel (FD on to the Shareholder. o
section 7.3 (iii)) B © Shareholder Appointment then “n
requires approvals from >
POL Nominations and g
Remuneration o
Committees and Board. 2,
Shareholder to be o
informed not less than o
ten Business Days before 3
the proposed date of
i appointment of a
5.2 Appointment, reappointment or remaval from office of any director Asrevaiti T Hsreoiiiiazh director including re-
including the chief executive, interim directors and alternate _ S o . B AP e | o [ s appointment (Article 38).
dlrec_tors vyha are not already directars of the Company (Article 8.1 i on to POL Board to POL Board consent The Shareholder shall
(A) (i) & (i) , (C), 40, 41, 53, FD section 7) . : : appoint one senior UK
Government official as
the representative
director to the POL Board
(FD section 7.3 (ii)).
The Shareholder shall
appaint the Chair of the
POL Board (FD section
5.3 Appointment, reappointment or removal of any person as Chair of Approvetar Apgrovefor Appnyefor :ﬁ::s(la)g;wmtmenl Isa
the Compam; (Article 8.1 (A) (iii), 42 (A), FD section 7) - - Ay - - - recommendatio recommendation | recommendation Approve public appaintment and
n to POL Board to POL Board to Shareholder must follow the rules set
out in the Governance
Code on Public
Appointments.
There could be
5.4 Any action taken by any the company or the Board (including any instances where for a
appointment, removal or re -designation) which would have the temporary period the
effect that the Board ceased to include directors appainted to the R R _ . . re":g;r;:i;‘:m Approve for ‘zgps'g:;sh":l’é‘:c: it Board did not have
post of Chair, chief executive and finance director (or director s n to POL Board recommendation consent one of these
carrying out the general functions denoted by such posts) (Article to POL Board postholders in post
8.1 A (D)) where an interim role
of arrangement

1% As previously defined.
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Key " _ _ ) . BEIS: Department of Business, Energy & Industrial Strategy o
Post Office Limited (POL) Approve: Final authorisation of a decision as worded under the Articles of Assaciation and FD. The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office P
oy plt Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.  nsyrance (POI)) and Payzone Bill Payments Limited (PZBPL). o
(“the Company”) Consent: Permission is granted to proceed wit a decision authorised by the Company as worded under the Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited O
Delegated Authorities Articles of Association and FD. - ) ED: Framework Document between BEIS (Shareholder), UKGI (Shareholder Representative) & POL 5
] nt The authorisation is only valid once consenthas been received from the  Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be consulted for 3
Shareholder as required under the Articles ofAssociation and FD. further information prior to proceeding. o
3
&
Action Required 3
POL Executive Committees Board Committee °
Q
2 . c S
— L] € 8e <8 =] 2 o
Decision iv 2 E GEE Group BE é—- 28 £l T g? Shareholder 2
-2 T Executive FEEEY) ® = ‘é POL Board w
] E BSES CaEX EEE EEE (BEIS) Notes o
ga $E gng :agE_, EEZ EEE 5
g g8 S8 288 s8*= ES a
a L —
- =
required Board and 33
Shareholder approval. <
5.5 Approval or variation of director remuneration !! and/or terms and 75'
conditions of employment or engagement (Article 8.1 (E)) Tr:'e :Wl'd delegates to Q
; : i the Remuneration =
[the approval of or agreement to or any material variation or Committee the appraval cjn“
amendment to: (i) the remuneration (including, without limitation, Approve subject for recommendation to -
salary, share options, bonuses, benefits in kind and pension rights) - = - = o ' to Shareholder Consent the Shareholder of @
: " S consent director remuneration =
paid or granted to any director of the company; or (ii) the terms and ) but this must be within
conditions of employment or engagement of any of the directors of i approved remuneration ;I‘f
the company] policies. o
@
5.6 Appointment, reappointment, removal and remuneration ' of g
executives reporting directly to the Group Chief Executive Officer =
(Group Executive), other than executive directors [Existing dut : palwll chaerve:the &
p ‘' 9 Y - - - - - Approve Approve - - Public Sector Pay and (‘;’;
within Remuneration and Nominations Committees Terms of Terms (FD Appendix 5). o
- 3]
Reference] &
=
This incorporates the ]
establishment of any 3
profit-sharing, share
option, bonus or other
incentive schemes for
employees of any Group
Company.
The Group is required to
5.7 Approval of the Group Remuneration Policy [Existing duty with Approve for seek consent for actions
Remuneration Committee Terms of Reference] = " * : & 4 . recommendation Approve E relating to shares in
to POL Board subsidiaries (Article 8.1
(K) & (L))
POL will observe the
Public Sector Pay and
Terms (FD Appendix 5).
POL director
remuneration is dealt
with in 5.5 and 5.9 -
5.11 for subsidiaries.
5.8 Approval of the introduction of any long and/or short term incentive
scheme, the associated performance criteria and any awards made - - - = . R Approve . R
under such schemes [Existing Matters Reserved]
5.9 Approval of the recruitment and appointment process for a director
(who is not an employee of a member of the Group) to Subsidiary
including formation of interview panel. [Existing duty within = - = S = Approve 3 = 2
Nominations Committee Terms of Reference]

'' Encompassing: salary, share options, bonuses (including long-term and short-term incentive plans), benefits in kind and pension rights. Exit packages outside the Group policies and procedures will alssequire approval.
2 As defined above.
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Post Office Limited (POL)
(“the Company”)
Delegated Authorities

Articles of Association and FD.

Shareholder as required under the Articles ofAssaciation and FD.

Approve: Final authorisation of a decision as worded under the Articles of Association and FD.
Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.
: Permission is granted to proceed with a decision authorised by the Company as worded under the

The authorisation is only valid once consenthas been received from the

BEIS: Department of Business, Energy & Industrial Strategy
The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office
Insurance (POI)) and Payzone Bill Payments Limited (PZBPL).
Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited
ED: Framework Dacument between BEIS (Shareholder), UKGI (Shareholder Representative) & POL

Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be cansulted for

further information prior to proceeding.

POL00448719
POL00448719

Action Required

POL Executive Committees Board Committee
3 » c
g € 8 a8 8. 28~
Decision § v H ® g E 5 Piccia. W a5 é G 2 é § (K] POL Boara | Sharehalder
4| 5% E5EQ 22t & g (BEIS) Notes
3 gE ZEES EERS EES EE;
g g4 88 288 s8= ESS
s 4
5.10 Appointment and remuneration '3 of any person who is not an Statutory Director
employee of a member of the Group as a director of any Group Approve for Approve for Approve subject appointments to Post
Company (unless that company is regulated by the FCA) (Article 8.1 C = = - - recommendatio | recommendation | to Shareholder Consent Office Insurance do not
n to POL Board to POL Board consent require Shareholder
(s) (@) consent.
5.11The additional remuneration of any employee (not including any Under the subsidiary
salary arrangements for such employee) of a member of the Group Approve for Approve for Approve subject articles, directors are
in their capacity as a director of a Group Company (Article 8.1 & i - ik . ;T:':B"fgz:‘r: retc: ';'g:_eg:::ém & Scr;r:;ftldgr S ::,:-.E:z.t-r:;o:,nfor their
(S)(b)) services to the Company
as directors or for any
other service which they
5.12 Appointment, reappointment, removal and remuneration '* of ::;:gt':,k:s"; zr‘fgcmr
statutory directors of Subsidiary (where Shareholder Consent is not unless they are a non-
required, cf. 5.10 & 5.11 above) [Existing duty within Remuneration C 5 = " = Approve Approve * * executive director.
and Nominations Committees Terms of Reference] Directors are entitled to
expenses that are
reasonably and properly
incurred.
5.13 Nomination for appointment, reappointment or removal of any
statutory director who is an employee of the Group to an associated This applies to First Rate
undertaking of the Group and the appointment, reappointment or " £ - W N Approve & = = Exchaﬁge' Services
removal of the Shareholder Representative to an associated Haoldings Limited.
undertaking [Nominations Committee Terms of Reference]
The appointed Secreta
5.13 Appointment and removal of a Secretary (Article 66) A 2 P & " = L Approve & shall mhe Group w
Company Secretary.
5.14 Appointment, reappointment or removal of the Group’s principal Approve fqr
professional advisors'® [ Existing Matter Reserved] « - = WCOT:‘;“EM”::U" to 4 k Approve s
ar

6.1 Any change to the prescribed minimum number directors of the Approve for Approve subject
- - - - - recommendatio to Shareholder
company (Article 8.1 A (B)) n to POL Board cansent Consent
The Group Conflicts of
Interest Policy is
reviewed and
approved by the ARC
annually and directors
i " appointment letters
6.2 Authorisation of Conflicts of Interest for Board Directors (Article 54) - - - - - - - Approve

set out the
requirements for
advising/ receiving
approval for
additional external
appointments.

1% As defined above.
1 As defined above.

'S This consists of advisors specifically mentioned in the Group Annual Report & Accounts including but not limited to, the Grapfs solicitors, actuary and financial advisors.
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-
Key " _ _ ) . BEIS: Department of Business, Energy & Industrial Strategy DfJ"
Post Office Limited (POL) Approve: Final authorisation of a decision as worded under the Articles of Assaciation and FD. The Group/Group Companies: Post Office Limited (POL), Post Office Management Services Limited (Post Office o
oy plt Approve for recommendation: Authorisation to permit the request to be considered at the next governance stage.  nsyrance (POI)) and Payzone Bill Payments Limited (PZBPL). o
(“the Company”) Consent: Permission is granted to proceed with a decision authorised by the Company as worded under the Subsidiary: A wholly owned company of Post Office Limited: Post office Insurance and Payzone Bill Payments Limited O
Delegated Authorities Articles of Association and FD. ED: Framework Document between BEIS (Shareholder), UKGI (Shareholder Representative) & POL é
The authorisation is only valid once consenthas been received from the  Article: Refers to Articles of Association of the Company as effective from 1/4/2020. These should be consulted for 3
Shareholder as required under the Articles ofAssociation and FD. further information prior to proceeding. o
3
Action Required 3
POL Executive Committees Board Committee *g
2 . c S
. e L ] € Yo <8 €9 T . e
Decision E b H E o5 _&G E Grm:!) 6E ‘ga -1% ﬁ é T g S POL Board Shareholder 2
ey} 5% $SEQ HESIRIVe EiEg EE g (BEIS) Notes @
ea SE ZEES SEES EEZ iES 8
g 538 33 288 29~ §o~ a
a L —
6.3 Approval of the overall levels of insurance for the Group, including Approve for g
directors’ and officers’ liability insurance and any arrangements for - - recommendati - Approve Approve c
indemnity of directors [Existing Matters Reserved] on to POL ARC o
) Approve for Some policies may be (E
6.4 Adoption of Company policies related to business operation and/or Approve for usliditaeliod approved by Board b
strategic matters and identified within the approved policy framework - - recommendati - ation to - - Approve - Committees in CUD“
as requiring Board level oversight [Existing Matter Reserved | on to POL ARC : POL Board accordance with the -
policy framework. o
i | Approve for . -
6.5 Adoption of and changes to Matters Reserved to the Board (including Approve for recommend | _ Approve for Approva fon Anyhchangels a"; subject >
the appendices), Board Committee Terms of Reference and these - b = m:glfn ;::::Ihgp 9 ation to i\e:grgtr)n\_e;g:i: ref: ';};T_egg::["“" Approve - g;ogl:t:;"c‘ if‘: B
Delegated Authorities [Existing Matter Reserved ] relevant committee f%c?:;‘; (NomCo ToR) (RemCo ToR) Framework Document. )
6.6 Approval of the delegation to the Group Chief Executive and the Approve for @
division of responsibilities between the chair, chief executive and the - - - i - recommendatio - Approve B Q
senior independent director [Addition due to Code, best practice] n to POL Board >
6.7 Process for the annual review of Board and Board Committee . . S u " Approve N n i (‘;;
Effectiveness [Nominations Committee Terms of Reference] s it o
The Board delegates to %2,
the Nominations B
Committee approval of a o]
number of elements of 3
governance and
reviewing and
Kpprove o monitoring corporate
6.8 Approval of the Group’s overall corporate governance arrangements = : - ™ & = recommendatio _ Approve P g:::lr‘;'ﬂ:‘c;‘ and
[Existing Matter Reserved] n to POL Board complignce i
on the constitutional
documents, including
the Articles of
Association and Matters
Reserved to the Board
require Board approval.
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Tab 8 Governance report to Board (including the new Articles of Association)

Post Office Limited
(“the Company”)
Terms of Reference of the Audit, Risk and Compliance Committee

The Audit, Risk and Compliance Committee (the “"Committee”) is a Committee of
the Post Office Limited Board (“the Board”) from which it derives its authority and
to which it reports after each meeting. Its authority is always subject to the powers
and duties of the Board, as set out in the Articles of Association.

A. PURPOSE

1. The purpose of the Committee is to assist the Board of Directors in fulfilling
its fiduciary responsibilities by:

I Contributing an independent view on the accounting, financial control
and financial reporting practices of the Group?;

ii. Taking all reasonable steps to ensure accurate and informative
corporate financial reporting and disclosures which meet appropriate
accounting and corporate governance standards; and

iii. Providing oversight of the Group’s risk management systems,
operational controls and key systems, including monitoring
exposures to the Group Risk Appetite.

B. DUTIES AND RESPONSIBILITIES

Financial Reporting
The Committee shall:

2. Monitor the integrity of the financial statements of the Company, including
its annual report and half yearly reports and any other formal statements
relating to its financial performance, and review and report to the board on
significant financial reporting issues and judgements which those statements
contain having regard to matters communicated to it by the auditor.

3 Review and approve for recommendation to the Board the Annual
Report and Accounts, including but not limited to:

i. Reports of the External Auditor;

ii. any proposed changes in presentation of the financial statements or
accompanying notes which the auditors may recommend; and

iii. the Management letter.

4. Review and approve for recommendation to the Board the half year
financial report or trading statement for publication?.

! The Group is defined as Post Office Limited and its subsidiary undertakings: Post Office Management Services
Limited (Post Office Insurance) and Payzone Bill Payments Limited.
2 Where published.
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Post Office Limited
Terms of Reference of the Audit, Risk and Compliance Committee

5.

10.

11.

Review and report to the Board on significant financial reporting issues,
including, but not limited to:

i. the consistency of, and any changes to, significant accounting policies
both on a year on year basis and across the Company/Group;

ii. the methods used to account for significant or unusual transactions
where different approaches are possible;

iii. whether the Company has followed appropriate accounting standards
and made appropriate estimates and judgements, taking into account
the views of the External Auditor;

iv. the clarity and completeness of disclosure in the Company’s financial
reports and the context in which statements are made;

v. all material information presented with the financial statements, such as
the business review and the corporate governance statements relating
to the audit and to risk management; and

vi. an overview of the extent to which the Annual Report and Accounts are
fair balanced and provide the information necessary to the Shareholder?
to assess the Company’s performance, business model and strategy.

Report to the Board where the Committee is not satisfied with any aspects
of the proposed financial reporting by the Company;

Approve the Group Treasury and banking policies, including methods of
mitigating against foreign currency exposure and any use of financial
derivatives.

Approve for recommendation to the Shareholder any changes to the
accounting reference date, practice or policy by any Group Company, if
different from those previously adopted by the Group, unless required by law
or generally accepted accounting principles.

Approve any changes to accounting policies required by law or generally
accepted accounting policies.

Internal Controls and Risk Management Systems
The Committee shall:

Along with the external and internal auditors, monitor the adequacy and
effectiveness of the Company’s internal financial controls and other internal
control and risk management systems.

Review recommendations for the improvement of the Company’s internal
controls, processes and systems.

7 The Department for Business, Energy and Industrial Strategy
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Post Office Limited
Terms of Reference of the Audit, Risk and Compliance Committee

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Review and approve the statements to be included in the Annual Report
concerning internal controls and risk management.

Review the overall risk management framework and strategy in place for
the Group including its risk appetites and tolerance.

Review the Company’s overall risk position and periodically invite
management to outline risk management strategy and status within their
specific business units.

Review management’s assessment of the degree of risk the Company
prudently incurs in achieving a reasonable balance between the cost of
managing risk and control systems and the benefits derived.

Review areas of specific risk as highlighted by management, including
enterprise and business risk.*

Monitor the Risk and Compliance Committee activities and receive summary
reports as appropriate.

Review legal, regulatory and any other matters that may have a material
impact on the financial statements, related Group compliance policies, and
programmes and reports prepared to manage and monitor Group compliance
policies.

Review whether any remuneration policy adopted by either the Company or
its subsidiaries, or the implementation of any such policy is consistent with
the risk appetite particularly in relation to conduct risk.

Monitor the impact of any new legislative, regulatory, market or other
developments which could materially or adversely affect the Group.

Receive reports on specific breaches and incidents and review management
plans for resolution. The Committee will also review management plans for
root cause analysis resulting from breaches and issues.

Approve the overall levels of insurance for the Group, including directors’
and officers’ liability insurance and any arrangements for indemnity of
directors.

Compliance, Whistleblowing and Fraud
The Committee shall:

4 This includes, but is not limited to: strategic risk, financial risk, operational risk, conduct risk (including those
related to the financial services businesses operated by the Group and the Company’s joint venture (First Rate
Exchange Services Holdings Limited), technology and cyber security risk, risk related to the investment strategy
and funding requirements of existing and new pension schemes established for the benefit of previous, current
and future employees, reputational risk, regulatory risk, major change initiatives and people risk.
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23.

24,

25.

26.

27.

28.

29.

30.

31

32.

33.

Review with the internal auditors and the external auditors the results of
any review of the compliance with the Company’s codes of ethical conduct
and similar policies including whistleblowing®.

Review at least annually the adequacy and security of the Company’s
arrangements for its employees and contractors to raise concerns, in
confidence, about possible wrongdoing in financial reporting, regulatory
breaches or other matters. The Committee shall determine that these
arrangements allow proportionate and independent investigation of such
matters and appropriate follow up action

Review the Group’s procedures for detecting fraud and the systems and
controls for prevention of bribery and any non-compliance.

Review any summary of frauds, thefts and other irregularities of any size.

Review the regular reports from the Money Laundering Officer and monitor
he adequacy and effectiveness of the Group’s anti-money laundering systems
and controls.

Review regular reports from the Director of Compliance and monitor
adequacy and effectiveness of the Group’s compliance function.

Review late statutory filings and the circumstances around such lateness.

Internal Audit
The Committee shall:

Approve the appointment or termination of appointment of the Head of
Internal Audit.

Approve the Internal Audit Charter every two years®.

Review and approve the annual Internal Audit Plans, including any
changes to these plans, to ensure they are aligned to the key risks of the
business and review reports on work carried out. The review should include
methods employed by the internal auditors to assess risk and to prioritise
the various audit proposals identified in the annual plan.

Ensure internal audit has unrestricted scope, the necessary resources and
access to information to fulfil its mandate.

> The review includes monitoring the company’s supply chain and processes/procedures for compliance with
the Modern Slavery Act 2015.

® The purpose of the charter w
required in the course of disc

ill be to grant Internal Audit unfettered access to staff, data and systems

ing its responsibilities to the Committee. It will also ensure it has sufficient

resources to fulfil its mandate and will require audits to be completed to appropriate professional standards.
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Post Office Limited
Terms of Reference of the Audit, Risk and Compliance Committee

34.

35.

36.

37.

38.

39,

40.

41.

42.

Ensure the Internal Auditor’ has direct access to the Board Chair and to
the Committee Chair, and is accountable to the Committee.

Monitor and review annually the effectiveness of the internal audit
function in the context of the Group’s overall risk management system and
the work of compliance, finance and the external auditor and as part of this
assessment:

i. Meet with the Head of Internal Audit without the presence of
management

ii. Review the annual internal audit plan work and results

iii. Determine whether it is satisfied that the quality, experience and
expertise of internal audit is appropriate for the business

iv. Review actions taken by management to implement the
recommendations of internal audit and to support the effective working
of the function.

Ensure the independence of the internal auditor including an annual review
of any non-audit services provided by internal audit.

Determine whether an independent, third party review of processes is
appropriate.

External Audit
The Committee shall:

Approve for recommendation to the Board the appointment,
reappointment or removal of the independent external auditors, the
proposed fees (in consultation with management) and the acceptance of
the scope and general extent of the engagement.

Review and approve the selection procedure for the appointment of the
audit firm in accordance with applicable regulatory requirements, ensuring
that all tendering firms have access to all necessary information and
individuals during the tendering process.

If an Auditor resigns, review the issues leading to this and determine
whether any action is required.

Review and approve the agreed annual external audit plans and approach
to risk assessment and the scope and plan of their audits.

Review the findings of the audit with the external auditor. This shall include
discussing any major issues which arose during the audit including (but not
limited to) key accounting and audit judgement and the levels of error
identified.

7 References to the Internal Auditor include the Head of Internal Audit (or their representative) and the Internal
Audit co-source provider,
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43.

a4,

45,

46.

47.

48.

49,

C.

50.

Review any representation letter(s) requested by the External Auditor
before they are signed by management.

Review the management letter and management’s response to the
auditor’s findings and recommendations.

Monitor and review annually the independence of the external auditors
including level of fees paid, an annual review of any non-audit services
provided by the external auditors and auditor’s processes for maintaining
independence.

Approve the Group’s policy on non-audit services by the auditor.

Meet regularly with the external auditor (including once at the planning
stage before the audit and once after the audit at the reporting stage) and,
at least once a year, meet the external auditor without management being
present, to discuss the auditor’s remit and any issues arising from the audit.

Review annually the qualifications, expertise and resources of the external
auditor and the effectiveness of the audit process, which shall include a
report from the external auditor on their own internal quality procedures,
an assessment of the quality of the audit, handling of key judgement by the
auditor and the auditor’s response to questions from the Committee.

Ensure co-ordination of the external audit with the activities of the internal
audit function.

REPORTING RESPONSIBILITIES

The Chair shall report formally to the Board on its proceedings after each
meeting on all matters within its duties and responsibilities and shall also
formally report to the Board on how it has discharged its responsibilities.
This report shall include:

i. the significant issues that it considered in relation to the financial
statements (required under paragraph 5) and how these were
addressed;

ii. its assessment of the effectiveness of the external audit process
(required under paragraph 48), the approach taken to the
appointment or reappointment of the external auditor, length of
tenure of audit firm, when a tender was last conducted and advance
notice of any retendering plans; and

iii. any other issues on which the board has requested the Committee’s

opinion.
51. Advise the Board on any area it deems appropriate within its remit where
action or improvement is needed.
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Terms of Reference of the Audit, Risk and Compliance Committee

52,

53.

54.

55.

56.

57.

58.

Report on its activities in the Group’s annual report. The report should
describe the work of the Committee, including®:

i the significant issues that the Committee considered in relation to
the financial statements and how these issues were addressed;

ii. an explanation of how the Committee has assessed the
independence and effectiveness of the external audit process and
the approach taken to the appointment or reappointment of the
external auditor, information on the length of tenure of the current
audit firm, when a tender was last conducted and advance notice
of any retendering plans; and

iii. an explanation of how auditor independence and objectivity are
safeguarded if the external auditor provides non-audit services,
having regard to matters communicated to it by the auditor.

The Company’s Subsidiary Companies shall provide reports to the
Committee on a regular basis and as requested by the Committee.

AUTHORITY
The Committee is authorised to:

Seek any information it requires from any employee of the company in
order to perform its duties.

Obtain, at the company’s expense, independent legal, accounting or other
professional advice on any matter if it believes it necessary to do so.

Call any employee to be questioned at a meeting of the committee as and
when required.

Have the right to publish in the company’s annual report, details of any
issues that cannot be resolved between the committee and the board. If
the board has not accepted the committee’s recommendation on the
External Auditor appointment, reappointment or removal, the annual
report should include a statement explaining the committee’s
recommendation and the reasons why the board has taken a different
position.

Conduct or authorise investigations into any Group matters within the
Committee’s cope of responsibilities.

% The Committee should exercise judgement in deciding which of the issues it considers in relation to the
financial statements are significant, but should include at least those matters that have informed the Board’s
assessment of whether the company is a going concern and the inputs to the board’s viability statement.
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59.

60.

61.

62.

63.

64.

65.

66.

67.

In the absence of express authority from the Board, the Committee will
not, without the concurrence of both management or discharge of the
independent auditors, have either the responsibility or authority for the
altering of the financial statements or the accounting procedures of the
Group.

COMPOSITION AND GOVERNANCE
Membership

The Chair and members of the Committee will be appointed by the Board,
acting on the recommendation of the Nominations Committee.

The Committee shall consist of at least two independent non-executive
directors and only independent non-executive directors shall be eligible to
be members of the Committee. The Chair shall not be a member of the
Committee.

The Committee Chair shall be appointed by the Board. In the absence of
the Committee Chair and/or an appointed deputy at a Committee meeting,
the remaining members present shall elect one of themselves to chair the
meeting.

The Chair of the Company and Executive Directors may be invited to
attend any meeting, or any part of any meeting, by the Committee Chair.

The Group Chief Financial Officer, the Group General Counsel, the Head of
Risk, the Director of Compliance and the Head of Internal Audit (or those
holding positions with responsibility for such roles, howsoever named) will
be permanent invitees.

The External Auditors may attend all or part of any Committee meeting at
the invitation of the Chair. As a minimum the External Auditors will attend
to present their external audit plan for approval and to present their
reports.

Quorum

Quorum shall be two members, of whom one will have recent and relevant
financial experience.

Committee Secretary

The Company Secretary, or his or her nominee, shall act as Secretary to
the Committee and shall attend all meetings to keep minutes and record
actions.
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Post Office Limited

Terms of Reference of the Audit, Risk and Compliance Committee
Frequency

68. The Committee shall meet as often as required but at least three times per
year.

Governance

69. Meetings may be held in person or by telephone or other electronic means,
so long as all participants can contribute to the meeting simultaneously.

70. Notice of each meeting shall be given to all those entitled to participate at
least three working days before the meeting. Meetings shall be planned in
accordance with key reporting and financial planning dates.

71. Meetings for the Committee will be convened by the Secretary, at the
request of Chair or any of the members and the External Auditor or Head
of Internal Audit, if they consider it necessary. The Secretary will be
responsible for setting the venue date and time of meetings in consultation
with the Chair. All papers supporting the meeting will be issued in good
time, one week in advance of the meeting date.

72. The Chair will report regularly to the Board. Minutes of each Committee
meeting will be circulated to all members of the Committee and, once
agreed, to all members of the Board.

73. The Company will provide current and new Committee members with any
training, briefings or induction required. The Company Secretary, The
Group Chief Financial Officer, the Group General Counsel, the Head of Risk,
the Director of Compliance, the Head of Internal Audit (or those holding
positions with responsibility for such roles, howsoever named) and the
External Audit Partner will keep members informed of relevant published
guidance as necessary.

F. ANNUAL REVIEW AND APPROVAL

74. The Committee will undertake an annual review of its performance and the
Terms of Reference. The outcome of these review will be recommended to
the Board for approval (notwithstanding amendments approved by the
Committee whenever so required).

Approved by: Date: Version: Effective from:

Post Office Limited Board | 23 January 2013 i | 23 January 2013

Post Office Limited Board | 26 March 2014 1.2 26 March 2014

Post Office Limited Board | 22 September 2015 1.3 22 September 2015

Post Office Limited Board | 24 March 2020 2.0 01 April 2020
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The Nominations Committee (the "Committee”) is a Committee of the Company Board
(“the Board”) from which it derives its authority and to which it reports after each
meeting. Its authority is always subject to the powers and duties of the Board, as set
out in the Articles of Association.

A. PURPOSE

1. The purpose of the Committee is to:

O]

(i)
(iii)
(iv)

(V)
(vi)
(vii)
(viii)

Recommend to the Board the appointment, re-appointment or
removal of individuals to/ from the Board of Post Office Limited
Recommend to the Board the appointment of individuals to the
Board committees

Approve the appointment of individuals to the Company subsidiary
boards!

Approve the nomination for appointment and reappointment of
individuals employed by the Company to the First Rate Exchange
Services Holdings Limited (“FRESH”) Board, and approve the
proposal for removal of individuals employed by the Company from
the FRESH Board

Approve the appointment or removal of executives who report
directly to the Group Chief Executive Officer

Recommend to the Board the appointment or removal of the Group
Company Secretary

Succession planning for Board and oversight of succession planning
at Group Executive and senior leadership level

Review and monitor the Group’s overall corporate governance
arrangements.

2. The consent of the Shareholder is required for Post Office Limited Board
appointments and will be obtained prior to recommendations to the Board?.

B. DUTIES AND RESPONSIBILITIES WITH REGARDS TO THE COMPANY

Board and Senior Executive appointments

3. Review the structure, size and composition of the Board (taking account of
the skills, experience, knowledge and diversity of its members), to ensure
that the roles of Board Chairman, Group Chief Executive, Group Chief
Financial Officer, Senior Independent Director and Non-Executive Directors
are filled and to recommend changes to the Board’s composition as
necessary.

4. Monitor the independence, and process for evaluation, of Board committees
and the skills and experience available within the Board, in order to

1 Ppost Office Management Services Limited (Post Office Insurance) and Payzone Bill Payments Limited.
Shareholder approval would be required for the appointment of Non-Executive Directors to non FCA regulated

subsidiaries.

2 The Department for Business, Energy and Industrial Strategy.
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10.

11.

12.

recommend new appointments to committees, or the replacement of
individuals on those committees, as required from time to time.

Review the results of any Board and Committee evaluation process which
may relate to the time required from non-executive directors and whether
non-executive directors are spending enough time to fulfil their duties, the
composition of the Board, any of its Committees or the Group Executive.

Review and approve for recommendation to the Shareholder the re-
appointment of any non-executive director at the conclusion of their
specified term of office having given due regard to their performance and
ability to continue to contribute to the Board in the light of knowledge, skills
and experience required.

Approve for recommendation to the Shareholder the process for
identifying and nominating candidates for appointment to the Board,
including the formulation and approval of appropriate role descriptions and
specifications and considering candidates from a wide range of backgrounds,
on merit and against a range of objective criteria and with due regard for
the benefits of diversity on the Board, including gender, and which seek to
attract a wide range of talent and promote diversity within the organisation.
Such deliberations should also assess whether appointees have enough time
available to devote to the position.

Approve for recommendation to the Board, the appointment, re-
appointment or removal from office of any statutory director including the
Group Chief Executive of the Company, Chief Financial Officer, interim
directors and alternate directors who are not already directors of the
Company.

Approve for recommendation to the Board, the appointment,
reappointment or removal of any person as Chair of the Company.

Review for each proposed appointment the respective merits of open
advertising and the use of specialist advisers to facilitate the search for
appropriately qualified candidates and recommend for approval the
Shareholder.

Approve the engagement terms of external search agents for appointments
to the POL Board once Shareholder approval has been obtained.

Approve recommendations made by the Group Chief Executive on
appointments to or removal of executives who report directly to him.

Succession planning

13. Ensure that the business puts in place development and succession plans
for the Board the Group Executive and senior leadership, taking into account
the challenges and opportunities facing the Company and the skills and
expertise needed for leadership of the Post Office in the future.
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14.

15.

16.

17.

Review, on behalf of the Board, succession planning for Board and senior
leadership at executive level.

Ensure that any proposed appointee to the Board discloses other business
interests and any potential conflict of interest, in line with the
recommendations of the UK Corporate Governance Code (the Code) and the
precepts of the Nolan Committee on Standards in Public Life.

Engage with the Remuneration Committee in respect of new hires, to
ensure that the proposed package for new senior appointments reflects the
responsibilities of the role and is designed to attract talent but is not
excessive.

Review on behalf of the Board any matters relating to the continuation in
office of any director or Group Executive Member and the Group Company
Secretary, including the suspension or termination of any contract of
employment or contract for services, subject to the provisions of the law.

Corporate Governance

18.
19,
20.

21.

22.

23.

24,

25.

PUBLIC

Review the Group’s Governance Framework.
Review and approve the processes for Board and Committee evaluations.

Approve the appointment of external facilitators for Board and Committee
evaluations.

Review developments in corporate governance and determine whether
changes should be made to the Group’s governance arrangements.

Ensure that on appointment to the Board, non-executive directors receive
a formal letter of appointment setting out clearly what is expected of them
in terms of time commitment, committee service and involvement outside
Board meetings.

Note the appointment of any director to executive or other office in
accordance with the Conflicts of Interest Policy and letter of appointment for
Non-Executive Directors.

DUTIES AND RESPONSIBILITIES WITH REGARDS TO THE COMPANY
SUBSIDIARY BOARDS

Board and senior executive appointments

Review the structure, size and composition of the boards (taking account
of the skills, experience, knowledge and diversity of its members), to ensure
that the key roles are filled and to recommend changes to the board
composition as thought necessary.

Approve the process for identifying and nominating candidates for

appointment to the boards, including the formulation and approval of
appropriate role descriptions and specifications and considering candidates

GE Monthly Meeting - 11 March 2020-11/03/20
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26.

27.

31

33.

34.

35

36.

37

from a wide range of backgrounds, on merit and against a range of objective
criteria and with due regard for the benefits of diversity on the boards,
including gender, and which seek to attract a wide range of talent and
promote diversity within the organisation. Such deliberations should also
assess whether appointees have enough time available to devote to the
position.

Approve the appointment, reappointment, removal of statutory directors
from any subsidiary company (where Shareholder Consent is not required).

Review and approve the re-appointment of any non-executive director at
the conclusion of their specified term of office having given due regard to
their performance and ability to continue to contribute to the boards in the
light of knowledge, skills and experience required.

Review on behalf of the Board any matters relating to the continuation in
office of any board director, including the suspension or termination of any
contract of employment or contract for services, subject to the provisions of
the law.

REPORTING RESPONSIBILITIES

The Committee Chair (the Chair) shall report to the board after each
meeting on the nature and content of its discussion, recommendations and
action to be taken.

Report to the Board whatever recommendations it deems appropriate on
any area within its remit where action or improvement is needed.

Report on its activities in the Company’s annual report describing the
work of the Committee, including:

i. The process used in relation to appointments, its approach to
succession planning and how both support the development of a
diverse pipeline.

ii. How board evaluation has been conducted, the nature and extent
of an external facilitator’s contact with the board and individual
directors, the outcomes and actions taken, and how it has
influenced or will influence board composition.

If an external search consultancy has been engaged, it should be identified
in the annual report alongside a statement about any other connection it
has with the company or individual directors.

AUTHORITY

The Committee is authorised by the Board to obtain, at the company’s
expense, outside legal or other professional advice on any matters within
its terms of reference.

PUBLIC 4
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Terms of Reference of the Nominations Committee

F. COMPOSITION AND GOVERNANCE
Membership

38. The Committee Chair (the Chair) and members of the Committee will be
appointed by the Board, acting on the recommendation of the Nominations
Committee and in consultation with the Chair of the Remuneration
Committee.

39. In the absence of the Chair of the Committee at any meeting, the
Committee members present shall determine who shall chair the meeting.

40. It shall consist of three members, including at least two independent non-
executive directors.

41. The Chairman of the Company shall chair the Committee.

Quorum

42. The quorum necessary for the transaction of business shall be two
members. In the absence of the Chair at any meeting, the Committee
members present shall determine who shall chair the meeting.
Committee Secretary

43. The Company Secretary, or his or her nhominee, shall act as Secretary to
the Committee and shall attend all meetings to keep minutes and record
actions.

Frequency

44. The Committee shall meet as often as required but at least two times per
year.
Governance

45. Meetings may be held in person or by telephone or other electronic means,
so long as all participants can contribute to the meeting simultaneously.

46. Notice of each meeting shall be given to all those entitled to participate at
least three working days before the meeting.

47. Meetings for the Committee may be convened by the Secretary in
consultation with the Chair, or by any member of the Committee, at any
time. The Secretary will be responsible for setting the venue date and time
of meetings in conjunction with the Chair. All papers supporting the
meeting will be issued in good time, one week in advance of the meeting
date.

48. Minutes of each meeting will be circulated to all members of the Committee
and, once agreed, to those members of the Board who have no personal

PUBLIC
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49,

50.

5l

52.

53,

54.

interest in the matters discussed. Where a conflict of interest exists, the
Company Secretary will provide sufficient information to the full Board to
provide an understanding of the matter(s) considered.

The Committee Secretary shall provide current and new Committee
members with any training, briefings or induction required under the
supervision of the Chair.

Only members of the Committee have the right to attend Committee
meetings. The Group Chief Executive and the Group Chief People Officer
(or the holder of any equivalent position) and external advisors shall be
informed of the date of each meeting and may be invited by the Chair to
attend all or part of any meeting, as and when appropriate.

The Committee shall have access to sufficient executive time and resources
in order to carry on its duties, including access to the Group Company
Secretary and members of the Human Resources team.

The Committee shall have authority to appoint executive search
consultants and to obtain, at the Company’s expense, legal or other
professional advice on matters within its terms of reference as required,
up to a financial limit determined by the Board.

If there should be disagreement between the Committee and the full
Board, the Chairman of the Board shall make time available for discussion
of the issue so that the matter may be resolved.

ANNUAL REVIEW AND APPROVAL

The Committee will undertake an annual review of its performance and the
Terms of Reference. The outcome of these review will be recommended to
the Board for approval (notwithstanding amendments approved by the
Board whenever so required).

Approved by: Date: Version: Effective from:

Post Office Limited Board 25/11/2015 1.4 25/11/2015

[Post Office Limited Board 01/04/2020 2 01/04/2020]
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POST OFFICE LIMITED
(“the Company”)
Terms of Reference of the Remuneration Committee

The Remuneration Committee (the "Committee”) is a Committee of the Company
Board (“the Board”) from which it derives its authority and to which it reports
after each meeting. Its authority is always subject to the powers and duties of
the Board, as set out in the Articles of Association.

A. PURPOSE

1. The purpose of the Committee is to:

Vi.

Vii.

Viii.

Ensure that appropriate group remuneration strategies are in place
for (the Company) and its subsidiaries designed to attract, retain and
motivate the executive management and workforce required to run
the Company successfully! without paying more than is necessary and
linking incentives to the Company’s vision, mission and values.

Approve for recommendation to the Shareholder:

e the remuneration and terms and conditions of employment and
variation of these for Executive Directors

o the fees for Non-Executive Directors for the Company, including
the Chair.

Approve the remuneration packages of individuals who report
directly to the Group Chief Executive Officer.

Approve the remuneration packages of Executive Directors/
Managing Directors and fees for Non-Executive Directors of its
subsidiaries.

Approve for recommendation to the Shareholder?, the criteria for,
and outturn of performance related pay arrangements for Executive
Directors and the criteria for executives who report directly to the
Group Chief Executive Officer (STIP).

Approve for recommendation to the Board?®, the establishment of
(or approval of any agreement to establish) a new pension scheme
by any member of the Group.

Have oversight of and approve for recommendation to the Board
any material changes to pension arrangements for Company
employees, in particular affecting the rate of contributions required to
be made.

Have oversight of the Group remuneration and related policies for
the wider organisation.

! In doing so, regard will be paid to the views of the Shareholder and other stakeholders; all relevant legal,
regulatory and corporate governance requirements; the risk appetite of the Company and alignment to its long-
term strategic goals, structuring of a significant proportion of remuneration to link rewards to corporate and
individual performance and designed to promote the long-term success of the Company.

2 The Department for Business, Energy and Industrial Strategy.

3 The Board must then seek the approval of the Shareholder.

PUBLIC
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ix. Have oversight of Group workforce engagement strategies and
outputs.
B. DUTIES AND RESPONSIBILITIES
Remuneration Policy for Post Office Limited: Executive
2. i. Approve for recommendation to the Board the remuneration policy
for the Group Chief Executive Officer, executive directors and those
executives who report directly to the Group Chief Executive Officer,
taking into account the remuneration policy set for other employees and
linking incentives to the Company’s vision, mission and values.
ii. Review the group remuneration policy annually and recommend any
changes to the Board for approval.
Remuneration Package: Executive Directors
3. Approve for recommendation to the Shareholder the remuneration
package for Executive Director appointments proposed by the
Nominations Committee. This may include, but shall not be restricted
to:
i. Base salary
ii. Short term incentive (annual bonus)
iii. Long Term Incentive Plan
iv. Pension Provision
v. Benefits such as car or car allowance, private health, holidays
vi. Contractual terms such as notice periods.
The recommendations shall align with the group remuneration
policy approved by the Board.
Remuneration Package: Direct reports to the Group Chief Executive
Officer
4, Approve the remuneration package for direct reports to the Group Chief
Executive. This may include, but shall not be restricted to:
i. Base salary
ii. Short term incentive (annual bonus)
iii. Long Term Incentive Plan
iv. Pension Provision
v. Benefits such as car or car allowance, private health, holidays
vi. Contractual terms such as notice periods.
The recommendations shall align with the group remuneration policy
approved by the Board.
5. Review the contractual terms applicable to executive directors such that
payments adhere to the group remuneration policy approved by the Board.
6. Review each element of the remuneration package and total remuneration
for new hires and any internal promotions and appointments which are
proposed to carry a salary in excess of the lowest salary of any executive
who reports directly to the Group Chief Executive Officer.
PUBLIC
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7

10.

11.

12.

13.

14.

Review annually the overall total remuneration of the Senior Group
(defined as the Group Chief Executive Officer, executive directors and
those executives who report directly to the Group Chief Executive Officer)
compared both with external market comparators and with the
remuneration of other employees in the Group.

Long Term Incentive Plan (LTIP)

i. Approve the implementation of, or changes to performance related
incentive schemes for the Executive Directors?, executives who report
directly to the Group Chief Executive Officer and senior managers eligible
to be invited to participate in the Post Office (LTIP).

ii. Review annually the performance related incentive schemes for the
executive directors, executives who report directly to the Group Chief
Executive Officer and senior managers eligible to be invited to
participate in the Post Office Long Term Incentive Plan (LTIP).

Short Term Incentive Plan (STIP)

i. Approve the criteria for, and the outturn of, performance related pay
arrangements (STIP) for Executive Directors® and the executives who
report directly to the Group Chief Executive Officer

ii. Review annually the criteria for, and outturn of, performance related
pay arrangements (STIP) for Executive Directors® and executives who
report directly to the Group Chief Executive.

Receive information on the total outturn of performance related pay
arrangements across the business.

Approve for recommendation to the Board, the establishment of (or
approval of any agreement to establish) a new pension scheme by any
member of the Group.

Have oversight of and approve for recommendation to the Board any
material changes to pension arrangements for Company employees, in
particular affecting the rate of contributions required to be made.

Approve for recommendation to the Shareholder of any exit package
that would be in excess of the contractual obligations for the Group Chief
Executive and Chief Financial Officer.

Approve the exit package for any individual with a salary above the lowest
salary of those executives who report directly to the Group Chief
Executive’, where the exit package would be in excess of contractual
obligations.

4 Executive Director LTIP arrangements must be approved by the Shareholder.
5 Executive Director STIP arrangements must be approved by the Shareholder.
6 Executive Director STIP arrangement must be approved by the Shareholder.
7 For approval by the Shareholder in the case of the Chief Financial Officer.
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Remuneration Policy for Post Office Limited: Non-Executive
Directors

15. Approve for recommendation to the Shareholder the fees for Non-
Executive Directors of the Company to the Board, including the Chair.

Remuneration for Post Office Subsidiary Boards®: Executive

16. Approve the remuneration package for statutory executive director
appointments to the Company subsidiary boards °. These elements will form
the remuneration package and exit package for an individual in the above group, which may
include, but shall not be restricted to

i Base salary
ii. Short term incentive (annual bonus)
iii. Long Term Incentive Plan

iv. Pension Provision
V. Benefits such as car or car allowance, private health, holidays
vi. Contractual terms such as notice periods.

The recommendations shall align with the Group Remuneration Policy.

17. Review the contractual terms applicable to executive directors of the Post
Office subsidiaries such that they adhere to the group remuneration policy.

18. Review annually the overall total remuneration of the Senior Group
(defined as any members of the subsidiary board) compared both with
external market comparators and with the remuneration of other
employees in the Group.

Remuneration Policy for Subsidiary Boards: Non-Executive
Directors*?

19. i. Approve the remuneration framework within which the fees for each
Non-Executive Director of a Subsidiary Board may be paid where an
appointment is recommended by the Nominations Committee.

ii. Review annually the remuneration framework for Non-Executive fees
for the subsidiary boards.

C. ENGAGEMENT

20. To have oversight of workforce engagement measures, such as
engagement surveys, and outputs from these.

21. To receive feedback from the Senior Independent Director on employee
views.

8 Post Office Management Services Limited (Post Office Insurance) and Payzone Bills Payments Limited.

¢ Excluding subsidiary board appointments which are in addition to an executive’s primary role and where no
additional remuneration applies.

10 gection 7.3 of the Framework document. Non-Executive Directors may be appointed for Post Office
Management Services Limited, trading as Post Office Insurance.
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D.

22.

23.

24.

25.

26.

27.

28.

29,

30.

REPORTING RESPONSIBILITIES

Report to the Board after each meeting on the nature and content of its
discussion, recommendations and action to be taken.

Report on its activities in the Company’s annual report and should
describe the work of the Committee.

Identify in the annual report any consultants appointed as remuneration
consultants, alongside a statement about any other connection it has with
the Company or individual directors.

AUTHORITY

The Committee is authorised by the Board to obtain, at the Company’s
expense, outside legal or other professional advice on any matters within
its terms of reference.

The Committee shall be authorised to seek any information it requires from
any employee of the Company in order to perform its duties.

COMPOSITION AND GOVERNANCE
Membership

The Committee Chair (the Chair)!' and members of the Committee will be
appointed by the Board, acting on the recommendation of the Nominations
Committee and in consultation with the Chair of the Remuneration
Committee.

In the absence of the Chair of the Committee at any meeting, the
Committee members present shall determine who shall chair the
Committee.

It shall consist of at least two independent non-executive directors. If
considered independent at the time of appointment, the Chairman of the
Company may be a member of the Committee, but shall not chair it.

Only Non-Executive directors shall be eligible to be members of the
Committee, such that no individual shall be involved in determining their
own remuneration.

1 The UK Corporate Governance Code (16/07/2018), stipulates that Remuneration Committee Chairs should
have at least 12 months’ experience on a remuneration committee prior to appointment.
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31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

PUBLIC

Quorum

Quorum shall be two members. In the absence of the Chair at any
meeting, the Committee members present shall determine who shall chair
the meeting.

Committee Secretary

The Group Company Secretary, or his or her nominee, shall act as
Secretary to the Committee and shall attend all meetings to keep minutes
and record actions.

Frequency

The Committee shall meet as often as required but at least three times per
year.

Governance

Meetings may be held in person or by telephone or other electronic means,
so long as all participants can contribute to the meeting simultaneously.

Notice of each meeting shall be given to all those entitled to participate at
least three working days before the meeting.

Meetings for the Committee may be convened by the Secretary in
consultation with the Chair, or by any member of the Committee, at any
time. The Secretary will be responsible for setting the venue date and time
of meetings in conjunction with the Chair. All papers supporting the
meeting will be issued in good time, one week in advance of the meeting
date.

The Chair will report regularly to the Board. Minutes of each Committee
meeting will be circulated to all members of the Committee and, once
agreed, to those members of the Board who have no personal interest in
the matters discussed. Where a conflict of interest exists, the Company
Secretary will provide sufficient information to the full Board to provide an
understanding of the matter(s) considered.

The Secretary shall provide current and new Committee members with any
training, briefings or induction required under the supervision of the Chair.

Only members of the Committee have the right to attend Committee
meetings. The Group Chief Executive and the Group Chief People Officer
(or the holder of any equivalent position) shall be informed of the date of
each meeting and may be invited by the Chair to attend all or part of any
meeting, as and when appropriate.

The Committee shall have access to sufficient executive time and resources
in order to carry on its duties, including access to the Company Secretary
and members of the Human Resources team.

The Committee shall be exclusively responsible for establishing the
selection criteria, selecting, appointing and setting terms of reference of
remuneration consultants and have authority to appoint remuneration
consultants and to obtain, at the Company’s expense, legal or other
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professional advice on matters within its terms of reference as required,
up to a financial limit determined by the Board.

42. If there should be disagreement between the Remuneration Committee
and the full Board, the Chairman of the Board shall make time available
for discussion of the issue so that the matter may be resolved. Where any
such disagreement cannot be resolved, the Remuneration Committee shall
report the issue as part of any annual report on its activities required by
the Shareholder.

G. ANNUAL REVIEW AND APPROVAL

43. The Committee will undertake an annual review of its performance and the
Terms of Reference. The outcome of these review will be recommended to
the Board for approval (notwithstanding amendments approved by the
Committee whenever so required).

Approved by: Date: Version: Effective from:
Post Office Limited Board 25/03/2015 1.1 25/03/2015
Post Office Limited Board 25/11/2015 1.2 25/11/2015
Post Office Limited Board 30/10/2018 1.3 30/10/2018
Post Office Limited Board 20/07/2019 1.4 30/07/2019
[ Post Office Limited Board 24/03/2020 1.5 25/03/2020]
PUBLIC 7

GE Monthly Meeting - 11 March 2020-11/03/20 126 of 173



3%

et

(o]

- Buneepy Ajyjuo

/€0/11L-020¢C Y2e ||

0¢

POL00448719

POL00448719

Item

Obligation

Accountability (A) / Responsibility
(R) :

Maintain a minimum of 11,500 Post Offices during #unding Agreement. (Section 2.2 (i)

Overall Aims 1 A:CEO and CFO
Section 2 2. Meet minimum access requirements of Entrustment Letter. (Section 2.2 (ii)) R: 1-3: Group Retail and Franchise
3. Provide that Post Offices make available services of general economic interest (SGEI). (section 2.2 (jii)) Network Director; and Head of
4. Operate under sound commercial/financial principles in accordance with applicable laws. Seek to deploy capital, brand and products as | Network. 4: all of GE
a responsible commercial operator, and manage risk to deliver positive financial returns, notwithstanding network requirements. (Section
24)
The Special Prior written consent of Shareholder required for following decisions including but not limited to: A:CEO and CFO
Share 1. Varying POL'’s Articles. R: CoSec will ensure the appropriate
Section 3.3 2. Voluntary winding up of the company or member of the group. delegated authorities are in place and
3. Issuing or allotment of shares or granting of share rights in the company. governance requirements are
4. Appointment or removal from office of any director or the CEO. adhered to.
5. The adoption or amendment of a Strategic Plan.
6. Any unplanned substantial alteration in nature of the business.
7. Sale of material assets in the absence of which POL would not be able to perform its business as provided for in the Strategic Plan.
8. The entry into or implementation of a transaction involving the commitment or liability or the payment of a sum in excess of £50,000,000.
9. The entry into any transaction which is not on commercial terms and is not considered by the directors to be in the interests of the Company.
10. Alterations to trademark rights.
11. Any material variation to the remuneration or terms and conditions of employment of any of the directors appointed or approved by the
Shareholder.
12. Incurring of any borrowing exceeding pre-set limits and subject to other restrictions as agreed with HM Treasury; and
13. The appointment or removal from office of the Chair.
Group 1. Develop a GSP covering a period of at least 3 years. (Sections 4.1, 4.4) A: Group Chief Strategy and
Strategic Plan | 2. Ensure a GSP is in place at any time covering a period of 3 years. (Sections 4.1, 4.4) Transformation Officer
(GSP) 3. Agree a timetable with Shareholder to provide a draft and final version of next GSP at least 12 months ahead of expiration of current R: This will require input from all
(forms part of GSP. (Section 4.4) areas of the business, (including POI
Group Plans) 4. Seek final approval of GSP from the Shareholder subsequent to POL Board approval. and PZBPL).
Section 4 5. Review GSP annually and update if required. Proposed changes/variations are subject to discussion and approval of the Shareholder.
(Section 4.6)
6. Inform and consult Shareholder of any contemplated changes of Group Plans. All changes subject to Shareholder approval. (Section
4.7)
Group 7. Develop a GBP for next the financial year on an annual basis covering a period of twelve months. (Section 4.2) A: CEO and CFO
Business 8. By 31 December, the Shareholder will agree with POL a timetable for a draft and final version of the GBP for the next financial year. R: Head of Financial Performance
Plan (GBP) (Section 4.2) and Analysis (who currently produces
(forms partof | 9. Agree with the Shareholder any issues and priorities that should be addressed in GBP (Section 4.2). the 5 yr plan)
Group Plans)
Section 4
Accounting 1. CEO as AO to observe principles of HM Treasury in Managing Public Money (MPM) (see Appendix 1 obligations below). A:CEO
Officer 2. Personally responsible for safeguarding all funds, ensure propriety, regularity, value for money and feasibility in handling funds, and day | R: GE and wider POL Business
responsibiliti to day management of POL.
es (POLAOIs | 3. Attend Committee of Public Accounts meetings when invited.
currently CEO)
Appendix 1:
Section 6.2; governance
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» have a governance structure which transmits, delegates, implements and enforces decisions

Appendix 1 * have trustworthy internal controls to safeguard, channel and record resources as intended

» work cooperatively with partners in the public interest

* operate with propriety and regularity in all its transactions

+ treat its customers and business counterparties fairly, honestly and with integrity

« offer appropriate redress for failure to meet agreed customer standards

« give timely, transparent and realistic accounts of its business and decisions, underpinning public confidence;

decision-making

* support its ministers with clear, well-reasoned, timely and impartial advice

* make all its decisions in line with the strategy, aims and objectives of the organisation set by ministers and/or in legislation

+ take a balanced view of the organisation’s approach to managing opportunity and risk

+ impose no more than proportionate and defensible burdens on business;

financial management

+ use its resources efficiently, economically and effectively, avoiding waste and extravagance

* plan to use its resources on an affordable and sustainable path, within agreed limits

+ carry out procurement and project appraisal objectively and fairly, using cost benefit analysis and generally seeking good value for the

Exchequer as a whole

* use management information systems to gain assurance about value for money and the quality of delivery and so make timely adjustments

« avoid over defining detail and imposing undue compliance costs, either internally or on its customers and stakeholders

+ have practical documented arrangements for controlling or working in partnership with other organisations, as appropriate

+ use internal and external audit to improve its internal controls and performance.
Shareholder Provide information to Shareholder Policy Sponsor where required to fulfil their oversight function from policy perspective. A: Group Corporate Affairs and
Policy Communications Director
Sponsor (the R: Government Affairs and Policy
Policy Director
Sponsor
Section 6.4
Shareholder’s | Provide information to UKGI where required to fulfil their function as Shareholder representative. A: Group Corporate Affairs and
Representativ Communications Director
e R: Government Affairs and Policy

Director
Section 6.5
Shareholder CEO and CFO to attend shareholder meetings. A: Shareholder, CEO and CFO(in
Meetings terms of attendance)
R: Government Affairs and Policy

Section 6.6 Director (in terms of briefings).
POL Board 1. To exercise control over day to day operations of POL. A: The POL Board

2. Accountable to Shareholder. R: GE and wider POL Business
Section 6.7 3. Inform Shareholder of any significant changes that impact strategic direction or the attainability of targets. Determine rectification steps.

4. Ensure statutory/administrative requirements for use of public funds are complied with.
Individual 1. Abide by statutory and common law duties. A: Each member of the POL Board
Board 2. Not to misuse information gained in the course of public service for personal gain/political profit, nor seek to use the opportunity of public
members’ service to promote private interests or those of connected persons or organisations.

responsibiliti
es

3. Shareholder Representative NED to recuse him/herself from relevant Board decision where there is potential for or perceived conflict of
interest.
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Section 6.8 o
Chair’s 1. Ensure that policies and actions support POL's overall aims and Shareholder's wider strategic policy. A: The Chairman 9;
specific 2. Ensure POL Board acts with probity and that corporate governance structures and controls are in place in line with governance codes R: GE and wider POL Business EJ
responsibiliti and guidance. @
es o
Section 6.9 3
Chair’s 1. Formulate POL Board strategy. A: The Chairman 5
specific 2. Promote efficient and effective use of staff and other resources. R: GE and wider POL Business =
responsibiliti | 3. Ensure work of POL Board and its members are reviewed and working effectively. g
es 4. Ensure POL Board has appropriate balance of skills to direct business. g
(additional) 5. Ensure directors are fully briefed on terms of appointment, duties, rights and responsibilities. o
Section 6.10 6. Assess performance of individual members when considering re-appointment. o
Board 1. POL Board to consist of: Non-Executive Chair; Group CEO; CFO; a number of NEDs with one dedicated as Senior Independent Director | A: The POL Board and Shareholder f
Composition, (SID); and a Shareholder NED. (Section 7.1) R: Remco, NomCo and CoSec will =
appointments | 2. The three sub-committees, Audit, Risk and Compliance (ARC), Nominations Committee (NomCo) and Remuneration Committee ensure the appropriate delegated
i (RemCo), are to be chaired by a NED. (Section 7.1) authorities are in place and
remuneration | 3. On the advice of NomCo, all POL Board appointments (apart from the Chair and Shareholder NED) are subject to Shareholder approval. | governance requirements are
and review A request for approval must contain justification for the appointment. Written consent of the Shareholder is required. (Section 7.3) adhered to.

4. Before the recruitment process begins, Shareholder to be consulted on overall recruitment process, including proposed terms, and

Section 7 conditions of appointment. This also applies to re-appointment of directors and appointment of interim directors. (Section 7.3)

5. The employment contract for each POL Board member must contain a Power of Attorney enabling POL to execute a deed of resignation
upon termination of employment. (Section 7.4)

6. RemCo to recommend to POL Board the remuneration policy and changes to individual elements of remuneration packages of POL
Board members. Remuneration will require Shareholder approval. (Section 7.6)

7. Remuneration of POL Board member that exceeds thresholds of HM Treasury's Guidance for Approval of Senior Pay requires additional
approval by Chief Secretary to the Treasury. (Section 7.6)

8. Chair to ensure performance of POL Board, Committees and POL Board members is evaluated annually. (Section 7.7)

9. SID to conduct annual appraisal of Chair and Effectiveness Review; report findings to Shareholder typically via UKGI. (Section 7.7)

10. No Group Company other than POL is to have non-executive directors appointed to its Board. This shall not apply to any Group
Company subject to FCA regulation. (Section 7.8ii)
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Essential 1. Publish ARA and lay before Pariament annually. (Section 8.1) 1.
Publications 2. Provide Network Report to Shareholder annually and lay before Parliament. (Section 8.2) A: CEO and CFO

R: The Financial Controller currently
Section 8 co-ordinates this exercise and holds

the pen, with input from the wider
business. The Government Affairs
and Policy Director team lay before
parliament.

2:

A:CEO and CFO

R: The Director or Network
Development currently co-ordinates
this exercise and holds the pen, with
input from the wider business. The
Government Affairs and Policy
Director team lay before parliament.
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Observance 1. Observe Public Sector Pay and Terms (Section 9.3) 1. Group Chief People Office
corporate 2. Seekto comply with FRC UK Corporate Governance Code (the Code). If POL does not intend to observe the Code, to notify UKGI in 2. CoSec Team
governance advance. (Section 9.4) 3. CoSec Team
guidelines 4. CoSec Team
Appendix 2 5. CoSec Team
Section 9 & POL shall have regard to the principles set out in relevant sections of the following guidance documents: 6. Head of Risk
Appendix 2 Corporate Governance 7. Head of Treasury, Tax and
3. Corporate Govemance Code for Central Government Departments (April 2017) Insurance
https://www.gov.uk/government/publications/corporate-governance-code-for-central-gove mment-departments-2017 8. MLRO
9. Head of Financial Performance
4. Guidance note that supports the Corporate Governance Code (April 2017) and Analysis
https:/assets. publishing. service.gov.ulk/government/uploads/system/uploads/attachment data/file/609668/PU2076 corporate govemance g |10. As per 7.3 of the FD, only the
uidance pdf appointment of the Chairman is a
public appointment and thus
5. Code of Conduct for Board Members of Public Bodies (June 2019) caught by this guidance.
https://iwww.gov.uk/government/publications/Board-members-of-public-bodies-code-of-conduct However, it is our understanding
6. Management of Risk: Principles and Concepts (July 2019) the expectation is that this
https://www.gov.uk/government/publications/orange-book guidance will also be followed for
the CEO. Accountability sits with
Financial Management the SoS with the Group Chief
7. Managing Public Money (MPM) (March 2018) People Officer being the point of
https://assets . publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/742189/Managing Public Money MPM contact within POL.
with_annexes 2018.pdf 11. As per 7.3 of the FD, only the
appointment of the Chairman is a
8. HM Treasury and NAO Guidance on Tackling Fraud (2013) public appointment and thus
https://www.nao.org.uk/wp-content/uploads/2013/02/Tackling External Fraud.pdf caught by this guidance.
9. HM Treasury Consolidated Budget Guidance (particularly Chapter 11) (March 2019) However, it is our understanding
hitps://www.gov.uk/govermment/publications/consolidated-budgeting-guidance-2019-to-2020 the expectation is that this
guidance will also be followed for
Senior Appointments and Remuneration the CEO. Accountability sits with
10. Governance Code on Public Appointments (December 2016) RemCo and responsibility which
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/578498/governance code on public app sits with the Group Chief People
ointments 16 12 2016.pdf Officer.
11. HM Treasury Guidance for approval of Senior Pay (January 2018) 12. MLRO
https://iwww . gov.uk/govemment/publications/senior-civil-service-pay-and-reward
Other
12. Whistleblowing Guidance and Code of Practice (March 2015)
hitps://www.gov.uk/govemment/publications/whistleblowing-guidance-and-code-of-practice-for-employers
Financial 1. Not to borrow externally unless agreed by Shareholder. (Section 10.1) A:CEO and CFO
responsibiliti | 2. Borrowing from the Shareholder will be subject to appropriate documentation to be agreed between POL/Shareholder. (Section 10.1) R: CoSec will ensure the appropriate
es and 3. As part of the Funding Agreement between Shareholder/POL, POL Board is required to meet specific requirements in terms of preparing | delegated authorities are in place and
funding and reporting against the strategic plan covering the relevant funding term. (Section 70.2) governance requirements are
arrangements | 4. To adopt a dividend policy once commercially sustainable. (Section 10.4) adhered to. Head of Treasury, Tax
Section 10 and Insurance
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POL’s 1. Any undertaking that incurs expenditure in excess of £50,000,000 requires prior written consent of Shareholder. (Section 11.1) A:CEO and CFO o
delegated 2. To putin place appropriate policies of financial delegation to Group Companies. Group Companies to seek to comply with these R: CoSec will ensure the appropriate {f;
authority policies. (Section 11.2) delegated authorities are in place and E;
governance requirements are @

Section 11 adhered to. =
Reporting 1. Share information on key strategic or policy issues with Shareholder. (Section 12.1) A 3
performance, [ 2. Any final decision on “Relevant Issues” will require written notification to Shareholder not less than 10 business days before any final A: Group Corporate Affairs and 5
information decision is made. Communications Director 3
exchange and | Relevant issues include: R: Government Affairs and Policy g
confidentialit + Issues not set outin an approved GBP. Director g
y * An issue that may have material adverse effect upon the business or financial prospects of the Group or Group Company. 2. 3
« Regulatory matters, such as any Group Company being referred for regulatory investigation by relevant regulatory authority. A: The POL Board _ 2

Section 12 (Sections 12.2, 12.3) R: CoSec will ensure the appropriate ﬁ_’
delegated authorities are in place and 3

governance requirements are 3

adhered to. 5

Reporting Provide quarterly report via UKGI on: A:CFO e
performance (a) Summary of performance of previous quarter R: Head of Financial Performance 4
to the (b) Information on expected draw-down for remaining duration of strategic plan and Analysis (1, 4) , Director of =
Shareholder (c) Update on delivery against planned investments. Investment plans should include look ahead over the next three financial years. Network Development (2), Head of 2
(Section 13.1) Legal, Disputes Resolution & Brand fj

Section 13 . Provide quarterly update to UKGI on performance of branch network against overall aims set out in Entrustment Letter. (Section 13.2) (4) a
3. Inform UKGI before the quarterly update is provided of whether POL has failed to meet its objectives set out in section 2.2 of framework &

document. (Section 13.2) Q

4. Provide quarterly update on any active litigation, threatened litigation or reasonably anticipated litigation. (Section 13.4) b
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