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The Committee met

MINUTES OF PRE

The minutes of the meeting
considered and app sub
page 7 being corrected to

STATUS REPORT
The status of actions from the mee
18 March 2004 was noted, in particu

ARC04/05(a) a review of the terms of reference of the Audit
Committee would now be undertaken as part of the Board
effectiveness review, which was also considering the terms of
reference for all Board Committees. Bob Wigley said that this
review wnutd clarify that Health and Safety would be the sole
of the CSR Committee going forward and the
ee would satisfy itself by reference to minutes
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Royal Mail - Strictly Confidential

ARC04/05(i) Management were now attending specia
meetings of the Committee for ‘limited’ or ‘'no assuran
related audit reports. At the meeting on 6 April 04,action g
updates were presented in respect of Single Daily De
(Roger Baynes), Payroll fraud (Dermot Toberty) and PAYE
(Jonathan Evans). Bob Wigley requested that Audit
recommendations (as detailed and agreed in past il
audit reports) that were overdue for completion of agi
action would be included for review at the next meeting of t
Committee;

ARCO03/05(j) — Adam Crozier had suggested that it would be
helpful to incorporate the views of management into future
audit reports. Derek Foster confirmed that this is being done,
and is achieved by detailed discussion and review of the

report with management and by agreement of actions arising;

ARCO03/11(b) the Whistle blowing policy had been given
widespread communication across the business in March.
The taking of illegal substances on duty was already a
disciplinary offence in the Company, leading to dismissal.
Bob Wigley and John Neill requested that not withstanding
the March communication exercise, the Whistle blowing
policy be reviewed in the light of the Dispatches programme,
and relaunched. The Committee discussed the way in which
the current whistleblowing procedures worked, noting that not
many calls are received. There were also questions about
employee perception of how effectively the organisation
protected the anonymity of callers. As a result, the committee
requested that Andrew Wilson produce a note of recent calls
to the whistleblowing number, which should now be produced
at each regular audit committee meeting together with a note
on how the call had been followed up, and that management
also undertake a review to establish how the protection of
anonymity could be improved (including the possible use of
an external call agency) and bring forward proposals to the
next full audit committee meeting;

the self-assessment forms on the Committee’s effectiveness
had been completed and would be summarised by Company
Secretariat for review by the Audit Committee at the next
meeting.

YEAR END ACCOUNTS 2003/04

Marisa Cassoni introduced a paper presenting the Group
Accounts for Royal Mail Holdings plc together with the
Preliminary Announcement for the Committee’s review and
recommendation to the main Board’s delegated Sub
Committee, for approval and signing. The Committee noted:

a full set of the Royal Mail Holdings Plc Group Accounts
together with a draft of the Preliminary Announcement, the
Audit and Risk Committee briefing book, which provided an
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analysis of performar
sheet together with a di
addressed to the external
The Committee noted that
been raised, particularly in 1
reviews at the front of the
statements had been satisf
version of the accounts that wer:
and approval;

John Neill said that whilst the bus'mesf
acceptable margms it needed to imp
Service. The aim should be to achieve

all resources utilised in the business. A
that this was a good reason for returning
investment can be made in the business and i
The Government had waived its right to a
period of five years;

Jonathan Evans reported that the Remuneration C:
had met to consider the achievement of an
targets. The Remuneration Committee considere
80% award was appropriate: 60% for the achievement of
financial targets and 20% for the achievement of exi
No award would be made for quality of service (2
Remuneration Committee, as required, had taken i
the DTl on the matter, who had initially considered, ﬁsaseé@
the partial information available to them, that the Compan:
had failed the exit rate target. Following further deliberatior
the DTI had agreed that the exit rate had been aﬁm&m .

John Neill asked about the bonus payab!e te ‘}erryf Cef..;e ;
Allan Leighton confirmed that the Remuneration Committee
had handled this matter, but essentially this payment Ezaei
been made in order to honour his contract; .

The Committee reviewed carefully the note discfssmg %he:
LTIP. Whilst the proposed disclosure of the LTIP was
technically correct, the Committee were keen to ens th
the disclosure was full having regard to the deferred eleme
of the LTIP scheme which would fall to be cf:scfased in the ,
subsequent year. Allan Leighton confirmed that he \ :
review with management the current treatment and
disclosure of Director' remuneration and that the fi nai
approval would be both technically correct and full. Any ‘
change from the agreed approach would be rega{te
the Committee;

David Lindsell confirmed that the report to the Audit &R:'
Committee represented a ‘fair view' of the business and. that' ~
whilst there was some sensitivity around specific pmwsmns i
they were in the opinion of the Auditors fan'iy stated;

David Lindsell reported an improvement in the ﬁnanefai
control emimﬂment whilst expressmg some conc:em at ih
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