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Introduction

The Writer

{ am David Liddell. Iam a Forepsic Services Partner with PKF. T am an associate of the
Institute of Chartered Accountants in England and Wales, Full details of my qualifications
and experience entitling me to give expert evidence are in Appendix A. T have prepared this
report with the assistance of Konrad Rutkowski, a Chartered Accountant and manager in PKF,
who has worked under my direction and control. The opinions given in this seport are my
own,

Summary of the Case

The two defendants, Carl Adrdan Page ("Mr Page™ and John Bdward Whitehouse (“Mr
Whitehouse™) are charged jointly with conspiriag to defraud Post Office Limited {“POL)
between March 2002 and January 2003. Mr Page alone is charged with theft within the same
period of £282,0600,

Mr Page was sub-postmaster at Rugeley Post Office in Staffordshive which offered Bureau de
Change facilitics on demand to customers. Mr Whitchouse was a customer of the Bureau de
Change and purchased significant amounts of Irish Punts then Euros. The allegation against
Mr Page is that he conspired to defraud POL by offering favourable exchange rates to his co-
defendant.

The charge of thefl of £282,000 against Mr Page follows the conclusions of a POL sudit on 14
January 2003 that a sum of £282,000 of foreign cumency was missing from Rugeley Post
Office.

My Instructions

I have been instructed by Messss Frisby & Co, solicitors for Mr Page, to review the
documentation in this case and prepare a report on the Bureau de Change transactions with My
Whitehouse and to compare my findings with those in the Prosscution witness statements and
exhibits,

A considerable amount of evidence in this case comes in the form of printouts from the Forde
Moneychanger (2 maching which performs currency conversions whilst also having an
accounting function) {("FM"} and the Horizon computer system at Rugeley Post Office.

Iriroductiors 1
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Specifically, T am instructed to

{a} Examinoe all original documents used in the preparation of the Proscoution schedules;
{b) Examine PM documentation;

(¢  Examine Horizon documentation;

(dy Compare ow own caleulation to those of prepared by the Prosecution;

{e} Examine the auditing methods used by the Royal Mail Group, in particular the audit
work carried out that concluded that £282,000 was missing at Rugeley Fost Office;

(fy  Review Mr Page’s personal accounts to show the extent w which be profited from the
alleged fraud.

s section 2 of this report T set out a summary of my comments and conclusions on the case. [
set out my detailed findings in sections 3to 6,

Docoments on Which 1 Have Relied

A list of the documents on which 1 have relied is in Appendiz B.

Unless presented with evidence to the contrary, a3 there is no allegation of falsified or forged
documentation m this case, Lam instructed to assume that the documents disclosed o e are
genuine,

Other Matiers

I have not carried out an audit, nor have T independently verified any of the information with
which I have been provided. This report should not be construed as expressing opinions on
matters of law, although it necessarily reflects my understanding thereof.

1 understand that it i not part of my duties as an expert 10 makea findings of fact and these will
be a matter for the Court in due course. [ am aware that if the Court makes findings of fact
that are different from those I have assumed my conclusions may be invalid and may need to
be revised.

T understand that this report will be made available to the prosecution. 1t has been prepared for
use in this action. In all other sespects, this report i3 confidential, Tt should not be used,
reproduced, or circulated for any other purpose, in whole or in part, without the prior written
comsent of PKF. Neither PKF nor I acoept any responsibility 1o third parties for breaches of
this obligation, or for any opinious expressed, orinformation included, within this report,

fnsrpdection. 2
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2 Summary of my Findings and Conclusions
2.1 1 have examined the Euro transzctions of the Bureau de Change at Rugeley Fost Office

throughout the indictment pericd.
2.2 in total 1 have identified;

® 119 wansactions confirmed on FPM U rolls show that Mr Whitchouse purchased
12,209,600 Buros and US dollars for £7,339,366. I the correct RETAIL 3ELL RATES
had been used, Mr Whitehouse shonld have paid £7,988,957, a difference of £649,591
{paragraph 3.6}.

® An sdditional 20 chegues from Mr Whitchouse totalling £1,111,47¢ that are not
included above due to missing FM 4l rolls. Consequently the precise number of Buros
purchased with these cheques is not known (paragraph 5.8)

23 The prosecution identify {on MP/5) 110 transactions with My Whitehouse over the indiciment
period, excluding the transaction dated 13 January 2003, The total of Buros purchased by Mr
Whitehouse with these transactions is €11,772450 for which he paid £6,725,340, By my
calculation, if the correct exchange rates had been applied, Mr Whitehouse would have paid
£7,318,142, a difference of £392,802 {paragraph 5.9).

2.4 In the majority of cases Euros were sold 1o Mr Whitehouse at a rate just below the rate at
which they were booked into the PM (RETAIL BUY RATE), giving POL a suudl profit when
measursd against the Retail Buy Rate (paragraph 5.10).

2.5 In my opinion it is possible that Mr Page was aot aware that the Retail Buy Rate was itself a
6% devaluation from the Wholesale Buy Rate at which POL purchased the foreign currency,
details of which are set out in paragraphs 3.19 t0 3.32 of this report. As such My Page might
bave believed that the transactions with Mr Whitshouse generated a small overall profit for
POL.

2.6 On the matter of the theft charge, 2 key question is whether Mr Page could have built up 2
significant "AM" stock of Euros of ground €456,000 (£282,000 converted at €1.62) which the
prosecution allege that he stole. 1 have examined evidence of the deliveries of Buros to
Rugeley Post Office throughout the indictment period and compared them

Summzry of my findbigs and conclusions 3
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2.8

2.9

2.10

2,11

{i) the payments by My Whitehouse for Euros and a normal underlying level of Buro
sales; and

iy  the FM Command 10 printouts of all Buro sales by Rugeley Post Qffice.

Both these analyses indicate that 3 surplus of Buros of approximately £456.000 could not
physically have been built up in the *AM® stock or elsewhere.  All the Puros delivered to
Rugeley Post Office were sntered into FM and my analysis shows that sales of those Furos
match, or excesd, the deliveries (paragraphs 6.45 to 6.49). This coniradicts the findings of Mr
Manish Patel which form the basis for the theft charge against Mr Page.

I have also considered the possibility that timing differences accouat for the alleged shortfall
of ‘AM stock' that is set out in Mr Patel’s schedule at MP/6 (Appendix G 1o this report). I
have identificd the possibility that a delay between the date that sales of Furos to Mr
Whitehouse were entered on FM and the date he physically collected the cash could explain
the calculation of the zlleged discrepancy.

The prosecution have relied on evidence of a difference between the amount of Toreign
currency recorded on the Horizon systern and the amount shown on FM in support of their
assertion that a surplus of £282,000 of Euros built up and was stolen by Mr Page from
Rugeley Post Office. Tt is my contention, based on my analysis of the deliveries and sales of
Euros, that no such surplus of Buros existed.

My examination of POL audit methods has been limited to the preparation of Mr Patel's
schedule alleging the £282,000 discrepangy.

I have not been provided with details of Mr Page's personal finances so T have been unable to
review the extent to which he may have profited from the alleged fraud. If I am provided with
this information before the trial date T may be instructed to prepare a supplementary report on
these matters.

Swummary of my findings and conclusions 4
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Foreign Currency Handling Procedures at Rugeley
Post Office

I set out in this section my understanding of foreign currency bandling procedures at Rugeley
Post Office which I bave obtained from reviewing the Bureay de Change Counter Operations
Manual, witness statements and discussions with Mr Page.

The following descriptions am of the procedures for handling cheque and cash Foreign
currency rapsactions. Transactions using Traveller’s Chegues and debivoredit cards are not
described below as these are not relevant to the charges against Mr Page,

Foreign Currency Orders

Orders for foreign currency are placed by a telephone call or fax frorm the branch post office to
the Nationgl Secure Stock Centre (WSSC). I a fax is sent, an order form PS056 must be
completed. My understanding, if the order is placed by Zp.m., it will be delivered to the post
office the following moming.

Foreign Currency Deliveries
When the post office branch receives foreign currency from the stock centre in Hemel
Hempsigad, it does 50 via a special delivery pouch conveyed by secure transport. Each pouch

will contain a maximum of £2,.500 in foreign currency.

A delivery advice note is enclosed within the pouch which provides a breakdown of each type
of currency enclosed, the volume of currency and its sterling value based on the exchange rate
shown on the advice note. The exchange rate is the previous day’s RETAIL BUY RATE, the
day the currency was ordered,

Recording Foreign Currency Transactions

The post office branch is then required to input the volume and exchange rate of each currency
into the Forde Moneychanger (“FM™), as datsiled on the advice note received with the pouch.

FM 1w a foreign exchangs calculator that performs a variety of functions:

- It caloulates the value of foreign currency in sterling

- It prinis a customer recaipt

Foreign currency handling provedures ut Rugeley Post Office §
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3.13

- It keeps a running check on currency stock levels at the Bureau de
Changs

It provides information for full daily and weekly accounting

- When rates of exchange are entered, the electronic rateboard on display
in the Bureau ds Change is updated automatically

The branch is advised by fax of the foreign exchange rates applicable cach day which should
be received by 9am each day. Saturday rates are advised on Priday afternoon by 4pm. The
rates should be entered into the FM before the post office branch opens or as soon as the
information is received. Saturday rates should not be entered unti] Saterday moring. Once
the rates are entered, they will be displayed on the electronic rate board,

The rate sheots show exchange rates for transactions up to the value of £5,000. A special rate
for ransactions over £5,000 can be obtained by contacting First Rate Travel Services (FRTS)
by phone.

Sales of foreign currency 16 a customer are performed on the FM, The appropriate currency is
selected and the amount of foreign currency required by the customer entered. The FM then
calculates the amount charged in sterling. At this point the transaction can be cancelled or
confirmed. If the customer wishes to continue, payment in sterling is taken from the customer
who is then given one part of the FM till roll receipt along with the forsign cumrency
purchased. The other part of the FM 4l roll receipt is placed in the Bureau de Change till,

Acceptable methods of payment include cash, cheque, banker’s drafts and building socisty
cheques and debit/credit cards. Cheques should be sccompanied by a valid cheque guarantee
card and the cheque amount should not exceed this value,

Al the close of each day, a COMMAND 3 ("COMM 3"} is to be performed on the FM. This
prints a report showing the transaction summaries for the day and the closing rate balances of
all currencles. The ‘Sterling Till Balance’ shoyld be checked that it agrees with any sterling
cash and cheques on hand. The *note balances” total for sach currency should be checked that
itagrees with the correngy on hand.

If the daily totals are agreed it is recommended that the transactions are cleared using the
‘Clear Daily Totel’ prompt. The COMM 3 report should then be filed in the Burean de
Change 6l until the end of the Cash Account week,

Foreign carrency handling provedures at Rugeley Poss Office 4
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3.18

3.19

Weekdy Acconnting
The cash account week runs from Thursday to Wednesday,

At the end of the cash acvount week, weekly printouts of a1l totals must be obtained from the
FM by printing 3 COMMAND 10 ("COMM 10"} weekly surmery.

The COMM 10 suromarises the
- Total sterling value of foreign currency held
- Revaluation total
- Comrpisston total
Breakdown of sterling value held per each individual currency

The commission and revaluation iotal are then entersd onto a “‘Commission and Revaluation
Sumunary P4833° form. For an example, see Appendix C.

The revaluation amount taken from COMM 10 printout should then be despatched to FRTS
team in Chesterfield.

Explsoation of the Revaluation Total

Mr Page’s understanding of the “Roevaluation Totsl” is relevant in this case. The wilness
statement of Hugh Stacey gives an illustration of the different exchange rates and seeks to
explain the “revaluation total”. For ease of reference, Ireproduce below a diagram which Mr
Stacey exhibits to his witness statoment,

Foreign curvency hundling procedures at Rugeley Post Office 7



POL00045867

POL00045867

R -v- Page 16 May 2008

RETAIL
RATES
By _ BUY
Whulesale Rate £05
RKell
£99 4.00%
C ern $
SPOT €100 1.50% !
SPOT-E00 108 - 2.00% .
1.00% “
2.00%
£101
BUY ¥
£103
SELL

3.20

o)
2
=

3.22

323

With regard o the disgram above, Mr Stacey states:

“In terms of the illustration if we were 1o buy £100 from FRUS/FRTS, Post Office Limited
would buy this for £101, Upon receipt of the Post Office Network (Cash Centre} the £10]
would be converied in value to £95 which represents the retail buy rate, this devaluation
lvoses the Post Office £6 in value which is held on its books at the central cash centre. If the
currency being held in the Post Office outlet was subsequently sold 1o a customer this would
be done at the retail sell rate, which in the llustration would be £103. In terms of the outlet
the revaluation within their accounts should show the full difference between the retail buy
and the retail sell rates, which in the example is £8. The true income earned from this
wransaction is the difference between the revaluation on sale and the initial devaluation,
which is £8 minus £6 giving £2 income generated”

1 set out my understanding of the revaluation total below,

In March 2002, POL, in partnership with the Bank of Ireland, formed a joint venture company
to fund foreign exchange dealing within the Post Office network, called FRTS. This joint
vemure provides foreign currgney to the PO network.

On a daily basis POL buys cumency from FRTS. This currency is bought at the
WHOLESALE BUY RATE for that particular day, which has been contractually agreed
between POL and FRTS reflecting the rate that currency can be sowrced from the wholesala
currency market.

Foreign curvency handling procedures at Rugeley Post Qffice 8
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3.28

3,29

3.31

Upon receipt by POL, all currency is converted from the WHOLESALE BUY RATE to the
RETAIL BUY RATE. This conversion involves the currency being devalued, on average by
6% of the currency’s value,

When the currency is delivered 1o the post office branches, it is entered onto the FM at the
RETAIL BUY RATE,

Currency is sold to Burcau de Change customers at the RETAIL 8FELL RATE, detuils of
which are provided to the post office branches on a daily basis by fax. The difference between
the RETAJL SELL RATE and the RETAIL BUY RATE is known as the RETAIL SPREAD
and represents the gross profit on the currency dealings. The retail spread is approximately
8% of the retail buy rate.

This RETAIL SPREAD is what generates the revaluation figure when performing 2 COMM
14,

However, as the currency has already been devalued by approximatély 6%, the true gross
profit gengrated for POL is the difference between the RETAIL SPREAD and the initial
devaluation,

The witness statement dated 4 Seprember 2003 of Mr Raj Kals states, “My basic
understonding of the revaluation ﬁgum on the COMM 10 is the profit or loss made by the
buying and selling aof currencies at different exchange rates and the fluctumtions of the
exchange rates during that week”.

At the time of his witness statement, Mr Raj Kalsi had been employed as a Product Support
Manager by POL for approximately 8 years and had been employed by POQL for
approximately 13 years. His role involved providing operationsl expertise to POL for counter
procedures. He also provided content for the ‘Counter Operations Manual for Bureau de
Change on Demand” in 1958,

i have been unable to identify a clear explanation or definition of the Revaluation Total from
the ‘Post Office Operators Manual ~ Burean de Change on Demand’, copies of which are
provided to the sub postmasters. Similarly I can find no explanation in the manual of the
Wholesale Buy Rate, the Retail Buy Rate and the differences arising between the two,

Foreign currency handling procedures at Rugeley Post Office §
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332 Mr Page states that he understood a positive revaluation total onn COMM 10 1o mean that
income and profit was being generated for POL. He was not aware that an indtial devaluation
had ocourred which, if taken into sccount, could turn a positive revalyation total into a loss 1
POL.

Fareign currency handling procedures as Rugeley Post Qffice 10
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4 My Analysis of The Evidence
4.1 To summarise and analyse the evidense of foreign currency dealings with Mr Whitchouse that

has been disclosed to me, I prepared a master spreadsheet of the transactions vcewrring during
the indictment period from March 2002 to Januvary 2003,

4.2 A copy of the full spreadsheet is at Appendix D.

4.3 In the remainder of this section T describe in some detuil the various columns and analysis
within the spreadsheet in Appendix D. In section 5 of this seport I comment on key findings
arising from my analysis. In section 6 § conunent on my analysis in relation to the alleged
theft by Mr Page of £282,000 from Rugsley Post Office. Column refersnces below are to the
coluning of data in Appendix D.

Colomn 1 - Delivery Date

4.3 This is the date of delivery of Buros to the Rugeley Post Office as per the prosecution schedule
LGHO4,

Coloran 2 ~ Buros delivered to Rugeley PO

4.4 This is the amount of Euros delivered to the Rugeley Post Office as per the prosecution
schedule LGHAM.

Column 3 ~ Wholesale Buy Rate

4.5 This is the rate at which POL has purchased the currency from FRTS and is obtained from
prosecution schedule LGHAS. The rate used is as per the delivery date in Colunm 1.

Column 4 — Rate tramsferred in per FM

4.6 This is the RETAIL BUY RATE, the rate at which the Buros have been eotered in to the FM
orice received at Rugeley Post Office.

Column § — Chegue Date

4.7 The date entered onto the cheques written by Mr Whitehouse for cutrency purchases from
Rugeley Post Office.

My analysis of the evidence 11
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4.8 In certain instances, copies of the cheques were not available, or the photocopy was of a poor

quality and the date could not be recognised,
Column 6 - Transaction Date

4.9 The date of the sale of the cuxrency to Mr Whitehouse. These are taken from copies of the FM
till rolls. The transactions were easily identifiable due o the large amount of currency
purchased.

4.10 Wot all of the FM tll rolls were however present, therefore there are several instances where
the information is not available,

Columa 7 — Day

4.11 The day of the week applicable to the wansaction date.
Coluran 8 ~ Time

4,12 The time of the transaction, as per the FM till rolls.
Column % — Chegue Mumber

4.13 The number of the cheque used in the currency transaction. If more than one chegque has been
used, these have been grouped together.

Column 18 ~ Amount

4,14 The amwunt of cach chegus in pounds Sterling,
Column 11 - Buros Bought

4.18 The volume of Buros purchased in each transaction, taken from the FM till rolls,
Colomn 12 ~ Rate Applied to Mr Whitehouse

4,16 The rate at which Eures were sold to Mr Whitehouse in each trassaction, taken from the FM
11 rolls,

My analysis of the evidence 12
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Column 13 ~Hetail Sell Rate of £3K

4.17 The rate at which the sale of Buros should have occurred. This information is taken from the
prosecution schedule as no other evidence was available. Consequently [ bave been unable to
verify it. T have been provided with the daily fax sheets to Rugeley Post Office with the rates
for the various currencies, but this is only for transactions up 10 £5,000.

Coluran 14 ~ PO Eurs Amount

4,18 This is the amount that Mr Whitechouse would have paid if the RETAIL SELL BATE in
colurnn 13 was used in the sale transaction Le. Column 11 x Colunm 13,

Column 15 ~ Difference

4.19  This is the difference between Column 14 and the amount Mr Whitchouse actually paid
{Column 10}

Column 16 ~ Chegoe Sent

4.20  This is the date that Mr Page despatched Mr Whitthouse's cheques from Rugeley Post Office,
Mr Page has stated that he sent the cheques on & weekly basis following the end of the cash
week (Wednesday). 1have assumed, therefore, that the cheques received cach cash week wers
sent on the Thursday morning.

Column 17 - Chegue Cleaved Bank

4.21  This is the date the cheques cleared the bank. The dates have been identified following a
review of the bank statements of Mr Whitshouse.

Coluron 18
4.22 This i the number of days teken for the cheque 1o clear,
Colan 19

4.23 Thesa are gdditional comments relating 1o each iransaction,

My analvsis of the evidence 13
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53

5.5

5.6

5.7

5.8

35

My Findings

Key Findings

In this section I set out my key findings and observations from my analysis at Appendix I

The spreadsheet at Appendix D could not be completed fully due to the missing PM i1l rolls
for certain dates.

I have identified additional transactions with Mr Whitehouse that were not identified by the
prosecution.  § have achisved this by reviewing those FM till rolls obtained from Mr
Whitehouse in person or from his vehicle or home following his arrest and by reviewing
copies of cheque payments o POL.

In total, in the period 9 March 2002 1o 13 January 2005, I identified 119 transactions from the
Fud all rolls.

I identified an additional 20 cheques from Mr Whitehouss for the purchase of the Furos.
These cannot be matched fo corresponding FM 61l roll transactions, as the #1ll rolls are
missing. However these cheque payments are included on miy spreadsheat.

The 119 uansactions confirmed on FM ¢l rolls show that Mr Whitchouse purchased
12,209600 Euros and & small quantity of US dollars for £7,338.366. If the correct RETAIL
SELL RATES had been used, Mr Whitchouse would have pald £7,988 957, g difference of
£549,591.

For 7 of these transactions, the actual RETAIL SELL RATE is not known and, for the purpose
of this analysis, T have therefore assumed that the rate applied to Mr Whitchouse was the
correct RETAIL SELL RATE. The volume of Euros sold during these ransactions was
£411,500.

The additional 20 cheques included above rotal £1,111,476. As the FM 41l rolls for these
transactions are missing, 1 do not know the precise number of Euros purchased.

The prosecution schedule (MP/5) identifics 110 transactions excluding the iransaction dated
13 Jaouary 2003 and, over the indictment period, show that Mr Whitchouse purchased
€11,772,450 for which he paid £6,725,340 to POL. By my valeulation, if the correct exchange
rates had been applied, Mr Whitehouse wouold have paid £7 318,142, 4 difference of £592,802.

Qur findings 14
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512

In the majority of instances, the Euros were sold to Mr Whitehouse at a rate just helow the rate
at which they were booked into the FM (RETAIL BUY RATE), giving POL 2 small profit
when measured against the Retail Buy Rate.

Example 1 On 19 March 2002, 30,000 Euros were booked into FM at a rate of 1.7075
{Sterling equivalent £29,282.58). These were subseguently sold to Mr
Whitehouse at a rate of 1.7 (Sterling equivalent £29411.76), & a “profit” of
£129.18.

Example 2 On the 17 October 2002, 85000 Buros were booked imio FM at a rate of
1.6743 (Sterling equivalent £50,767.48). These were subsequently sold to Mr
Whitehouse at a rate of 1.67 (Steding equivalent £50,888.20), at 2 “profit” of
£130.72,

1 note that on other occasions Buros were sold to Mr Whitehouse at the RETAIL BUY RATE,
the same rate at which the currency was entered into FM giving no “profit” to POL. I selected
31 sale wansactions of Buros to Mr Whitehouse at randorn and compared them to the delivery
of the Euros to Rugeley Post Office and when they were entered onto FM. Dut of these 31
transactions, Buros were sold to Mr Whitehouse at the same rate as the RETAIL BUY RATE
on 3 peeasions.

Transaction Date Retail Buy Rate Furss Sold to My
Whitehouse

{2 May 2002 1.7113 17113

24 Oerober 2002 16725 1.6725

20 Decenber 2002 1.65 1.65

1idenuified three instances whers, following a purchase of Euros, Mr Whitehouse additionally
purchased US Dollars. This ocourred on the 28 May 2002 (purchase of 5450, on 14 October
2002 {purchase of $1,500) and 19 September 2002 (purchase of 31,200). Mr Whitchouse
received preferential rates for these US Dollar transactions, despite them not being over the
value of £3,000.

Our findings 15
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513 On 2 occasions, the cheque provided by Mr Whirchouse for the purchase of Eus was
£10,000 less than the transaction value per the FM dll roles. These are summacised below,

Transaction Buorex Trunsection Value Chegue Value  Dilference
Date Purchased &) (£} &

22032002 43,200 2541176 15,411.76 10,000

28032002 45,000 26,315.72 16,315.79 10,000

514 On 2 other occasions, the cheque provided by Mr Whitehouse for the purchase of Buros was
greater than the wansaction value for the FM till rolls. These are summarized below:

Transaction Earo Transaction Value Chegue Value  Difference
Date Purchases &) (£} £)
1171172002 350,000 212,765.86 213,000.96% 345
1781242002 160,000 97,560.98 98,560.98 1,000

*Payment comprises of 2 cheques.

518 1 identified 29 wansactions where My Whitehouse paid for the Buros with more than one
cheque. Payment for these 29 transactions was made by 86 cheques. In gach of these
transactions, only one entry was made on FML

Our findings 1§
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

Theft of £282,000

Mr Page alone is charged with the theft within the indictment period of £282,000. The charge
of theft against Mr Page follows the conclusions of a POL audit on 14 January 2003 that a sum
of £282,000 of foreign currency was missing from Rugeley Post Office. I summarise below
the prosecution evidence in support of this alieged offence,

Prosecution Evidence

Pollowing the arrest of Mr Whitshouse on 13 Janoary 2003, Mr Masdsh Pate] ("Mr ?atai"’} an
Investigation Team Manager for POL, requested that one of his team members, Mr Colin
Price, muke wrangements with the Post Office Audit Section fo have Rugeley Post Office
audited on Toesday 14 January 2003,

On the evening of 13 January 2003, at approximately 20:50 bours, Mr Patel attended the
premises of Rugeley Post Office along with a member of his team and 2 number of Police
Officers. A search of the branch was conducted by the Police, including the contents of the
Burean de Change il

Five cheques wern found in the 81, deawn from account 71392875, RPX Recycled Plastics
Limited. These are exhibited as item number NIW/S and are summarised as follows:

Chegue Number Cheque Date  Amount {£)

i 10D148 02/01/03 278,181.82
#2. 100159 13401403 100,000.00
*3, 100160 1301703 106,000.00
* 4, 100161 1301403 10G,000,00
* 3. 160162 1340103 60,493.83

The four chegues marked ¥ amounted 1o a Sterding value of £360,493.83, which maiches the
value of the Bureau de Change receipt found on Mr Whitehouse at the time of his arrest. This
was payment for €384,000. All five cheques listed above were seized by the Police,

On Tuesday 14 January 2003, Mr Paiel attended Rugeley Post Office and met up with 4
memmbers of the Post Office Andit Team who commenced & full andit of the branch,

Following the audit, Mr Glynn Burrows of the audit ieam completed a written report of the
audit which is summarised below. The report is shown in Appendix E.

; §W Theft of £282.000 17
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Summary of Audit Report

6.8 A shortage of £6435,345, 18 st Rugeley PO was identified by the sudit team. The reason for the

shortage is explained by

{a) 5 chegues seized by Police on 13 January 2003 £638,675.65
(v Differences in the currency and Sterling on hand £ 358314
{cy ‘AM’ stock unit shortage £_308639

£643,345.18

6.9 The report states that part of the *AM’ stock shortage relates to postage being sold on credit to
a mumber of firms. The "AM’ stock is a term used to describe the stock of currency held
within the branch but outside the Bureau de Change stock. In other words, it includes currency
that has been received by the branch but not entered into FML

6.10 Traveller’s Cheques on hand were unable to be verified as the Police had 1aken away the
Buresu register containing details of the cheques on hand.

6.11 The difference of £282,000 and subsequent theft accusation against Mr Page arose during
investigations following the audit. Mr Patel came io the couclusion that cheque number
106148 should pot have formed any part of the accoumns &t Rugeley Post Office on 14 Janvary
2003 and that there was an unidentified loss of £282,000 in the "AM stock unit.

612 The HORIZON snap-shot in Appendix F (exhibit KO/O1), identified foreign currency with a
sterling equivalent of £282,000. However, during the Post Office audit on 14 January 2003,
the auditors did not find any currency held in the 'AM’ stock unit.

&.13 Cheque number 100148, for £278,181.82 had originally been assumed to be pavinent for the
alleged missing 'AM’ stock. This was later disregarded, as chegue numbes 100148 had
actually been given to Mr Page o cover three thegues given by My Whitehouse in December
2003, which may have potentially "bounced’ due o insufficient funds in the bank account,

6.14 An unexplained difference of £282.000 is therefore identified and this forms the basis for the
theft charge,

Thafiof £252,000 18
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Mr Page's explanation

6.15 Mr Page bas stated that chegue number 100148 was indeed given by My Whitehouse 1o cover
three cheques potentially 'bouncing'. Mr Page staigs that he was given this cheque at the start
of January 2004.

My Investipation

6.16 1 reviewed the prosecution schedule, MP/6 (Appendix G). This is a schedude fllustrating how
the difference of £282,000 was built up on a weekly basis, The schedule covers the perfod 7
March 2002 to 14 Jarwary 2003, 1 identify the potential for timing differences to build up
hetween the amounts of cash recorded on the Horlzon and FM systems that form the basis for
this schedule {see paragraphs 6.26 to 6.43 below).

6.17 1 also investigated whether the £282,000 actually existed by comparing the number of Furos
delivered to the Rugsley Post Office with the Euros sold per the COMM 10 print outs, That
is, T sought to establish whether 3 surplus of Euros had built up in the ‘AM’ stock in the
manner alleged in M¥P/6, My detailed analysis of the delivery and sale of Euros is attached in
Appendix H. The process that I foltowed s deseribed below.

6.18 First, T listed all the Buros delivered to Rugsley Post Office in the period 8 March 2002 to 13
January 2003, as per the prosecution schedule LGHAM. The information is taken from column
2 of my spreadsheet at Appendix I3,

618 I then compared this to the number of Euros bought by Mr Whitehouse i the same period.
The information is taken from column 11 of my spreadshect at Appendix 3. There are 25
instances where the amount of Euros pirchased is unkeown due to missing FM till rolls. In
these instances I have estimated the amount of Buro deliveries by reference to chegue
payments made by Mr Whitehouse, converting the amount of payment from Sterling to Buros
by taking the average rate used for sales 1o Mr Whitehouse of the transactions before and after
the missing FM ull rolls,

520 There were a further two instances where US Dollars and not Euros had been purchased and I
have therefors removed these from my caleulations.

6.21 By comparing the two columnns 1 assess the mmount of Euros delivered 1o Rugeley Post Office
that had not been sold to Mr Widwebouse, This is shown in Appendix H.

Theft of 282,000 19
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6.22 The second method 1 applisd was 1 consider deliveries of Buros 1o Rugeley Post Office from
31 July 2002 to 13 Janvary 2003 and o compare those amounts with the amount of Buros
sold, 31 July 2002 is the date when an eartier andit of Rugeley Post Office was conducted and
also the date that the prosecution allege the surplus of Eures began to accmmulale and the theft
commaenced.

6.23 I again used information from column two of my spreadsheet in Appendix D to identify the
Buros delivered from 31 July 2002, Additionally, I reviewed the COMM 10 printouts and
noted the wtal Buro sales for each week commencing 1 August 2002 to 13 January 2003, As
this is recorded in Steding, T converted this to Furos using the average rate used for sales to
Mr Whitchouse, for cach particular week. The sesull can be seen'in Appendix L

6.24 In three instances, no COMM 10 printouts were available due (o wmissing FM till rolls. In
these instances I assume that the sales of Bures to My Whitchouse in that particular week
account for all Buro sales by Rugeley Post Office.

625  There were a further two instances where the COMM 10 printouts were not complete because
only a portion of the printout had been photocopied. In both cases, the total sales of foreign
currency by Rugeley Post Office can be identified although sales by individnal currency
denominations cannot. In these cases 1 assumed that all foreign currency sales in that week
were sales of Euros.

Ezamination of Prosecution Calculation of the Alleged Discrepancy

6.26 The prosecution bave alleged that Mr Page has inflated the AM stock figure. A schedule
prepared by My Patel, called the Forelgn Currency Discrepancies Schedule’ {(Appendix G,
exhibit MP/6), illustrates bow the difference of £282,000 has built up on a weekly basis,

627 This schedule identifies the following:-
(a}  Cash account week mirnber:
(by  Cash account period.

{c}  Cash on band declared, i.e. what cash was physically on the premises in sterling.

{1y Foreign currency oo hand declared, ie. the sierling equivalent of foreign currency
physically on the premises,

Thefuaf £282,000 28
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6.28

6.29

6.30

{s}  Forde Money Changer figure - this is taken from the FM Comm 10 print. 1t is the cash
held figure which indicates the sterling valugof foreign currency held,

(fy  Inflaton - this is the difference between ¢} and d).
{gy Remarks - additional comments by Mr Patel

I have checked the detail / figures entered in columms (a} to {8} and confirm that the figures in
MP/6 are correetly transforred from Horizon Cash Accounts (colurnns (23 and (d) above) and
COMM 10 printouts {column (83, 1 make the following observations.

In the twenty-one week period from 7 March 2002 to 24 July 2002, only six differences have
been identified between the foreign currency figwe declared and what was on the FM Comm
10 print out. These have been extracted and are summarised below,

Week No Week Cash on Foreign M Inflation
ending hand currency Comm
declared declared 18
& & £} &)
1 51 13.03.02 145,919.89 6,962.38 6,962.38 1,307.06
2) o1 03.04.02 279.571.16 6,341.77 6,341.77 040
33 10 05.06.02 304,899.72 3817559 3968927 1,513.68
4 13 26.06.02 211,286.54 83,175.00  31,500.97 53,378.03
5 14 43.03.02 412,439.56 3623390 41,11788 {4,833.78)
&) 16 17.07.02 461,032.55 213874 5203233 {49,893.59)

Mumbers 1} and 3) have remarks by Mr Patel that the inflation figure matches the revaluation
figure. Number 6) has a romark that the revaluation figure {£2,138.74) has bean used as the
foreign cumency in hand, resulling in 2 large difference. Number 2} is only a 40p difference.
These four can therefore be scen (o be human error, when iuputting the figures onto the
Horizon Computer system.

In week 13 (w/e 26 June 2002) thers was an audit carried out at Rugeley PO and the audit
team actually completed the office accounts for that week. An explanation as to the inflation
is not evident.

Thefrof £282,000 21
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6.32 An explanation for the difference in week 10 is also not evident,
£33 Schedule MIY6 then shows a further difference of £85,636.65 between the foreign currency
declared and FM Comm 10 in week 19, followed by two weeks where the amounts matched
and there was a nil difference,
6.34 From week 22 onwards, the differsnce of £282,000 starts to build. ¥ starts with an initial
difference of £188,000 in weelk 22, followed by a series of smaller increases of £04,000 to 2
tal of £282.000 by week 41,
6.35 Within the period, Schedule MP/6 shows that Margaret Pearce had signed the Horizon Final
Cash Account, verifying the amount disclosed, on six occasions.
636 These six instances are summarised as follows:-
Week Mo Week Cash on Forsign M Inflation
ending hand CUrrency Comm 10
declared declared
£ &) & @
i3 23 04.09.02 120,232.12 196,292.24 7.282.24 182,000
2 25 1808402 B2, 139,54 299,754.23 102,754.23 197,000
3 26 25.09.02 106,212.68 297,790.91 100,790.91 197,000
4) 29 16.16.02 91,595.89 31984132 104.841.32 215,000
53 32 06.11.02 111,374.55 373.928.97 14892297 225,000
) 38 18.12.02 78,177.38 37059117 1W,581.17 270,000
Timing Differences
6.37 1 note that there is no awtomatic ok between FM and Horlzon systems. Data gransferved from
FM to Horizon therefore has to be manually input. Clealy this gives increased capacity for
hurnan ercor and for incorrecy totals to be entered on the Horizon system,
£.38 1 note also that the data on Horizon is a1 "snap shot" of the position at the end of the cash
account week. I includes a physical count of all the currency in the branch, Wheress the FM
figure 15 the balance arrived at after taking Into account the transsetions in the week.
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6.39 Accordingly, # is possible that timing differences could arise between the FM and Horizon

6.40

641

systems that might explain the discrepancy or "inflation" in MP/6 (Appendizx G of this report).
T refer in particular to instances where Mr Whitehouse purchased a large guantity of Buros
before the snd of the cash account week, so the sale was entered in FM, but whers Mr
Whitehouse did not physically collect the cash until the beginning of the following cash
sceount week. In these instances the Hovizon figure would differ from FM by the amount of
Euros sold to Mr Whitehouse and awaiting collection,

I understand from Mr Page that Mr Whitehouse would regularly collect the Buros a day or so
after Mr Page had put the entry through FM.,

As noted above, the amount of the discrepancy or “inflation” on MP/6 increases on 14 August
2002 from nil to £188,000 on 28 Aogust 2002 and £282.000 on 8 Jannary 2003. Given the
timing difference explained above, one explanation for this increasing fipure is that the weekly
total of Euros sold (o Mr Whitehouse increased over this period as shown by the graph below,
This graph also plots the increasing amount of the alleged discrepancy for comparison.

Euros sold to Mr Whitehouse and the Build up of €282,000
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642 The 14-day rolling averasge of daily Ewros purchased by Mr Whitchouse also shows an
incrsasing trend over this period. The dip at the end of December and the beginning of
January is cansed by the absence of sales arcund the Christmas and New Year periods.

14 Day Rolling Average Daily Sale
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6.43 In conclusion, the discrepancy or “inflation” of £282,000 could have been caused by timing
differences between the date that sales to Mr Whitehouse wers recorded on FM and the date
Mr Whitehouse physically collected the cash.

Hd the £252,000 exist as a surplus of cash?

6.44 Results in Appendix H show that a comparison of the Euros delivered i the period 8 March
2002 to 13 January 2003 o those sokd to Mr Whitehouse, leaves a surplas of 941,717 Buros.
The surpius will consist of Euro sales to customers other than Mr Whitshouse and may also
include the £160,000 of foreign currency that was removed by the Post Office on 31 July
2002, This period covers 259 trading days after accounting for bank holidays which indicates
that on average 2,633 Buros per day that were sold to customers other than Mr Whitshouse
{after deducting the £160.000 converted af arate of €1.62 = €239,200 (£941,717 - £259,200
= €682,517 / 259 days = €2,635)).

Theft of £282.000 4
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#5435

646

647

6,438

A detalled review of the FM till roles for 19 wading days from 19 Decermber 2002 and 13
January 2003 shows that in this perod an average 3002 Euros were sold to customers other
than Mr Whitehouse. On the basis that the Christmas and New Year trading period is
representative of the general level of Euro sales then salss of around 3,000 Buros per week
wald appear to be the normal level of trade excluding sales 1o Mr Whitchouse.

The second set of resulis in Appendix T shows that in the period from 31 July 2002 to 13
January 2003 there was a small excess of Euros sold via the FM, compared to the amount
delivered to Rugeley Post Office.  This deficit is 144,476 Buros  (Buros delivered =
(€£10,867,600) - Buros sold (€11,012,076) = (£144.476}).

The deficit may be explained by an opening stock of Euros at 31 July 2002 (when my analysis
commences) which is why sales exceed deliveries in this period,

In comclusion, both these analyses indicate that a surplus of Eures of approximately €456,340
{£282.000 converted at €1.62) could not physically have been built up in the ‘AM’ stock or
elsewhere. All the Burps delivered o Rugeley Post Office were entered into FM and my
analysis of sales shows that they match, or exceed, the deliveries.
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7.1

7.2

Expert's Declaration
I declare that

= I understand that my duty in pi‘oxziding writtent reports and giving evidence is to help the
Court, and that this duty overrides any obligation to the party who has engaged me. |
contirm that I have complied and will continue to conply with my duty,

» 1 gonfirm that insofar as the facts stated in oy report are within my own knowledge 1 have
made clear which they are and 1 believe them to be true, and that the opinions 1 have
axpressed represent my true and complete professional opinion.

# T have endeavoured o include in my report those matters, which I have knowledge of or of
which T have been made aware, that might adversely affect the validity of my opinion.

¢ I have indicated the sources of all information Thave used. Tenclose as Appendix B to my
report & schedule of documents on which I have relied.

& | have not without forming an independent view included or excluded anything which has
been suggested to me by others (in particular my instructing lawyers). In carrving out my
instructions 1 have been assisted by enlleagues ip PKE. It would not have been practical or
efficient 1o carry out all the detatled work involved without assistance. 1 have reviewed
and discussed with them the work that they have performed under my dirsction in
accordance with the quality control standards tmposed by my firm.  For the purposes of
this report, [ refer to all of PKF's work as if performed by myselfl

e I will notify those instructing me immediately and confirm in writing if for any reason my
existing report requires any correction or qualification,

T understand that:

& my report, subject to any corrections before swearing as to its correctness, will form the
svidence to be given under oath or affirmation;

# | may be cross-examined on my report by a ¢ross-examiner assisted by an expert;

# [ am Bkely to be the subjsct of public adverse criticism by the judge if the Court concludes
that T bave not taken reasonable care in trying o meet the standards set out above.
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7.3 I confirm that I have not entered into any arrangement whereby the amount or payment of my

fees i3 in any way dependent on the outcome of the case,

Date:

David LiddeH

Forensic Accounting Partoer

PEF
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