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p Rr n? 'F, TO ARC rj3:45 

R0`1AL HI0L nl GiS 1c 

AUDIT AND RISK COMMITTEE 

Minutes of the meeting held at 148 Old Street on 11 November 2003 

Members of the Committee Present: 

R sem a`V N :Fn E=ecutive Director Chair of the Committee 

JO, hhri Negil Non Executive Director 

Bob Wigley ' n Executive Director 

In attendance: 
Alien Lmmrlhtc`; .,teat.—Man 

Etmar T,, i ., ., Freer= live Deputy Chairman 

Adam Cu-,zl w Crmmef Executive. Royal Mail Holdings plc 

M ansa Casrsoc Chief Financial Officer 

Jorc than Evans Cernpany Secretary 
Derek Posher Internal Audit and Risk Management Director 

Frank. £,c t =r, pit # Di- ,qtr. Financial Management & Control 
John I , r ?~ Dance Director, for minute ARCO3141 

David id I .`(hung 
Rachel Harper Gang 

And =ew F 

ARC03136 MINUTES 

T r' ix n it t t+>x of the= m etirlg of the 1 1 September 2003 were 
(flr) ':;  1 :ors=t or wlved subject to the following drafting 
IL ti irq 01 

Ph Rr,. ?fjifm 1h, ? aker would be attending a 
fuliue E csir,1 P11e+~i. . . the directors that 
1f. pn p' it > audit trails vA, ace to demonstrate that 

:us being taken t. compliance with the Health 
rx 3j fp r .l , irern nts anu to provide an assessment of the 
}ocedufes Cur renfly ifl ai 

t,t'l ARC0 ,3 1 f d a- teat any is . i i swig in Information 
Technology log y Security wo. . e addressed through Prism 

The minutes o4 a meeting of trig,- Corporate 
Risk Management 

Committee  r1 23 Octobi 2J o3 n re noted It nt< 

reed that future minutes of the Corporate Risk 
Management Co +?. „!'F sc i1 be'. l, tited ny `ixf,)--Wdir ',r; 

ACTION commentary where nece .._4 r. t1 ct the broadt~r 
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STATUS REPORT 

The t ti. of actions from ~ the niechng hold i e 
1 September ;. O. was noted, In p trllcul'ar; 

ACTION 
Derrtk Foster 

A 4CO 38 HALF YEAR REPORT AND ExIE. N'; 1' AL.. AUDIT REVIF.VV' 

r k l. 1 Y I i. . . ,  IU 

nn. yy 

rht ht* h i ir rIC ud€n+,: the Lt rrndn S tenrn 
Ft ew (elev, r"=t F nancial Statements anc,

ppk cabs f lot s, 

4 $0r'nMl;aarr Of ke accountng developments and issues 
rRr h h d an en dung. The , period, Incluchnt the tr atrn nt of 

ecep&rn1 1oss aip rrnent and aocountny trrmplrnahcn , r,f 

H. the htt i PeMn Plan ~Ai;, riclf' 
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(c) an analysis of performance against prior year and the 
balance sheet movements from the year end; 

(d) a draft Letter of Representation addr' 'he external 
auditors 

After proper consideration, the Committee:- 

(a) reviewed the Interim Report for the 2003-04 half -year and 
agreed that the proposed amendments since the: version 
presented to the Holdings Board be made to the Interim 

Report: 

(b) noted the accounting issues, 

(ci agreed the content of the Letter of Representation for issue 

to the auditors on behalf of the Board• 

(d) endorsed the Interim Report for approval by the B',ar'rt 
Accounts Sub Committee. 

ARC03139 EXTERNAL. AUDIT - PROPOSAt...S FOR AUDIT AND FEES 

I I 'I' ( I INn) l l °nI David Lindsell introduced the Auditors report to the Al ~r ` 
Risk Committee covering the results of the Half Yea° 
in particular the Committee noted: 

(a) publishing the Interim Report for the half year ended 
IN N ( ~ ( ~, ~) 1111 d ,~ I xl ( I 1 ( 1 : I u I ~~ I I I I I I'I 28 September marked the halfway point in the three year 

renewal plan, 
11 I ul N I (IIN Nx i 

being delayed by the Unions, but that (b) progress was 

• 
Management were taking decisive action to recover lost 
ground by accelerating other initiatives and by appealing 

xn) ftl h~ I i ;.I ~ directly to the workforce; 

(c) the real impact on return to profitability would not be seen 
until the year-end as much of the workforce downsizing was 

I I H forecast to happen in the second half. Another determining 

factor would include the outcome of Postcomms review of 
Access pricing: I;i INNI " Ixti I II
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(d) the funding implication of the Pension Fund deficit was now 
1L 
lu N ii'~I i f ' 1I 7 

~ i. 
Ii understood and the first half reflected an increased SSAP24

NIG NII i 
,' 

~Y xJ N m I ' I ( ui ~; ;lip, pension cost The Auditors warned against letting the focus 
I01 - - IIIiI ~ (II 

t 
N~II - - INx -

It 
Illl ~ 

f 
Ilx ~ NI ~ on the cash funding deficit (i.e.£2.5 billion) undermine the. ~, 

~C~ N (nl accounting treatment; 
h 

rt b Ni ~ 
~' 

1W IN 11 xl lul 

nl) (e) whilst there was clearly room for judgement on the issue of 

Provisions the auditors were content with the current position 

and confirmed that they had seen reasonable justification for 
the figure incl dad in the Half Year Review: 
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impacting ability to deliver to plan, and  that action was being 

taken to fill the vacancies; 

(g) 
a number of significant risks had been identified with the 

Single Daily Delivery Programme and these were highlighted 

in 

the report. 

ARC03/41 CONTROI...S- SIN(;i DAILY DELIVERY 

John Lap  as welcomed to the m c!f 1ling to introduce a 

paper on the Financial and Operational Control framework for 

Single 

Daily Delivery. The Committee noted,

(a) 

targets had been established using a bottom up approach, 

with each Delivery Office Manager (DOM) advising the level 

of savings to be realised in each individual unit, 

(b) that once the Unit had fully deployed the revision, the . 

monitoring process commenced to assess whether the target 

was being achieved and whether payment of the pay 

supplement was warranted. Once the target had been 

achieved for four consecutive weeks the pay enhancement 

would be consolidated into basic pensionable pay; 

le) a Post Implementation Review would be undertaken it each 

of the 1400 units and a report provided to the Management 

Board on a monthly basis; 

Id) it would be necessary to carefully monitor and control 

'backfilling' in order to prevent such occurrences from 

happening. 

ARC03142 SECURITY REPORT 

The Security report for November 2003was received, and in 

particular the following was noted:

(a) Royal Mail personnel related crime cost the business 

approximately £26 million per year. In 2002103 the Company 

had prosecuted 324 People, formally cautioned 108 others, 

recommended 47 cases to the Procurator Fiscal and taken 

legal action in a further 43 cases. These were noted as 

minimum figures, since there may also be cases where local 

action is taken to deal with offenders; 

(b) there had been a:a significant increase in the number of 

virUses observed ov( r the IList two months. The figure for 

Septerriaer sugclestefi a figure of -123 individual attempts per 

day. 
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ACTION 
Elmar Toime 

AR C tl 3; 44 

ACTION 
Jonathan Evans 

0 

GLS GOVERNANCE STRUCTURE 

Elmar Toime introcuc:ed a Ds l_>er c;over n<_} the proposed G 
Governance arranrjernents. The Cr3ry1rnitf.e rigted tt c 
contents of the Governance paper :arrd rre, c mroended that 
the document be presented to the December HoldEnrls Board 
for approval. 

ANY OTHER BUSINESS 

Bob Wigley asked if the Company had adequate 
Whistleblowing procedures in place. Jonathan Evans agreed 
to review the current process. includiriq the ,c;rnr, t}nir;.:,t,i:;rr 
aspect, and confirm at a future meeting of the t'ti.irlit 
Committee what action had been taken. 

e date of the next :ct er aied 
)s Thursday 1f March `0r 4. 


