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Glossary of terms used in my report

whpnY

Hurizon — the automated system used to rocord transactions in the post office.

‘BOV' — Batoh-Cotrol Voupher used 1o recprd the number, date and value of
cheques 1o b despatched (0 °Data Central” {clearing centre) in Londoa.

Stoek unit — o unit created on the Morzon system to which cash and stack is

assigned:
CAMT stock umit - the stock unid at the post office where balk cash lncluding

foreign carrendy) ard stock was recorded n Hortton,
"BU" stock unit — the burean stock unit at the post office where foreign currorncy

ransaclions and balances weré recorded 1n Horizon,

Baiance ‘snapshot’ — a report showing the fevel of vash and sicel: held m 3 unit
and.the receipfs and payments made at a given point in Ly durlag the current

period,

Cash Account — the statement of cash, stock and Lransactions produced by the
Horizon svstem ut the end of an sceounting period,

*ONCH®™ = Overnizht Cash Helding figure reeordud in Horizen rapresititing the
total amount ol cash (sterling) held atthe end of c:acﬁ working day.

‘Remittancs’ ~ the movement of cash and stotk betwedn post o#fices and the post
oftive distribution centre,

“Command 1° printovt — daily printoit from the Forde Moneychanger which
includes the transaction sumiaries -of the day and u closing balunce for each

AUITENCY.

*Command 107 privtout — weekly printout fromi the Forde Monevehanger which
includes a value of foreign currency held and the burean de change revaluation

and commission toials for the week.

Srack - includes postage stamps. motor vehrele licences, Postal Orders, et

E )
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Introduction

Terms of reference
I have been instrucied by Frisby & Co, Solicitors. to prepare an esperd accaintancy fepoit
for pussible usé in the fortheraming tnal of My Cerl Adrian Page (“Mr Page™

M Tage was the sub-postmaster st Rugeley Post Office and has beon charged wiih the
fheft of £282.000 m steriing from Post Office Limited beiween March 2002 and January
2003.

I have been specifically usked to consider the theit chargs agamst Mr Poye and tiv

accountiny evidence put iovwand by the Prosecution,
Qualifications

1 ara Timothy Tayler. # Tellow 5f the Institie of Chartered Accountants in England and
Wales and 1 have a Master's Degree in Accounting and Finance, My busiviess addess is

! GRO L ama Member ot The Avademy

of Experts and of the Expert Witmsss Tnstitute. 1 joined what is now KPMG LLP
(KPMG™) in 1972 and became a partaer n 1985,

Simes qualification T bave been esiensively involved in sudit and accountancy work and
in the preparation of repurts. 1 retired ax & partner in 2001 and now continue with KPMG
as a Dieetor, spaciabising in expert witness aad dispute resolution services. I have
prepared numerous reports giving iy xpeit opinion m both civil und criminal matiers.
atid T have given evidenes at trial on many Goeasions.

In preparing ihis report | have hod sssistmec from Jason Pate, 3 Senior Manager in
KPMG whe iv a Menther of the Tnstitute of Chartered Aceountants 1y England gad Wales.
Jason hus worksd uader my supervision and the opinions expresied in this ieport are my

oW,

{ report in this matter as an expert witness and not & witness of fact, and  have relicd

upon the information provided to me, 1 any further informaiion eomes to light o uny

ey 3
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Report o the Cows by T Tuylor, aDiecsor in KEMG LLP

Stricily srivate & confldensial
T Aprit 2006

information which | have relied upon proves 1 be meervect, 1 may wish io change my’

conciusinps,

This report s stricly private and vonflidential. It has been prepared solely in relation to
the fortheoming trial of Me Page and is produced on the undeestanding: that it 35 not to be

commumicated to any third party, 1 whoele or i part. other than in connecbon vatls these

legal proveedings.

Sources of information
This report is based on 3 consideration of relevant witness $tatemenia and exhibits
provided jo 'r,ﬁc.‘by my matrocting sehenors.

Detatlsait summianved in Section $helow,

WipiaY 4
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Background

Summary of Presecution case

The thelt charge against Mr Page relates 10 a cash ampunt of £282.600 said to be missing

from Rugeley Past Glfice which was wentified following an audhit (see Section 5.55 w
Rugeley Fost Office on 14 January 2003,

The Prosecution’s Opening Mote dated 2 October 2005 states that the indreumend period
for the alleged theftss from March 2002 to January 2003 and'the amcunt allegedly stolen
by Mr Page was €282,000 in sterling

However, m the Royal Mal's Jetter w my instructing solicitors dated 23 February 2006 it
is stated thot the alleged theft “..conld huve hegun at any stage after My Puge tock over

ot Ringeeley ™,

¥

The Prosecution further note in the sgre Tetter that there ure “.... difficidtios in assessing

the trite position of the cash 7 stock hald when wanipulated aceomits are presenied”,

Notwithstanding the abeve, 1 rofe that the Prosceution have not provided, any Wockly

Cash Accounts or 1elated weounting documentation for the poriod pasor w Mach 2002,

and.as such T have not been able 1o conisider any such evidence prior w the pericd of the

indicimend.

et S
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Report to ihe Coun by T Tayler, a Dircetor in KPMG LLP
Strietly privite & eonfidontial
7 Al 2006

Post Office accounting systems and procedures
Accounting procedures ~ Horizon

1 have set out below certain detarls of the Post Oifice acrounting systems and procedures

that were in place during the-indiciment period,  This understanding is based on & review

of a nusbicr of Post Offjee operation manuuls and user guides provided to me; details of

which have heen set oyt in Section 4 below,

Dusing the indictment periud the Post Office used o compulerised accovnting sysiem

knowr as Florizon which kept a record of tansactions undertaken during each week.
The Weekly Horizon Cash Acerunt was structured as follows:

« Opening balimce due to Post Office (stock and cash brought forward from

previous week) « X
¥ Recewts of cush and stoek n week - N
Total ‘receipts’ - M
s Payments and remittances in week - X

s Closing balance due to Post Office (clesing stock and-vash carrivd {orvard) - ¥
Total ‘payments’ )
For each transaction carried out vash, a thequie, 2 debit card paymeat ov eguiy alent would

either be reccived from or paid to & customer. with the Pust Office providing something in
exchange e.g. cash in exchange for a voucher such as a pensten.or benefit foil,

The Cash Accounting Week fir exch Post Office ran from Thursday iermiug 10
Wednesday evening. and o the end of nach accounting week all-cash and stock on st
should have been verified and adopred s the opening cash and stoeh balance for the

following accounting week.

Horizon could be inferrogated to provide a printout krown as a “srapshot which
providded a summpry of the transactions camied out n the week along with a breskdewn

iAo 6
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Kepoitvo-the Court by T'Tavior, o Dirpotor sh KEARG LLE
Furigtly private & conlidemia
7 gl 2006

af the “book” cash and stock that should be on hand afier taking ifte sctount all
transackions.

The mdividual who undertook the piocess of balascng the secoumts at the end of cach
week would verify the cash and stock on hand Yor pach steck wnit and iiput thgse into

Horizon.:

A balance vould berachieved if the wenfied cazh and stock on hand agreed with the book
cash and stock aceording 16 the Honzon snapshot. Any diserepancy sheuld be declarcd
as 0 shortfall or surplus in the Post Otfice’s Wepkly Cash Account.

fn effect, the “Halunce due to Post Office’ would be a ret balarcing figare. If all
transactions, me}‘,;ding foregm cw rency rapsactions irom the Forde 3v1é:>ne‘:yuhanget had

been correctly entered w:Harizon. then Horizon should balande,

Bureau de change and Forde Moneychanger system
The Forde Moneychanger {*IM™ 1 a2 stand alone Toreign cuncidy caleulater thal

pperates indupendently from Horizan, [t performs a variety of functions nchiding:
+ caleulating the sterling vatue of fureign currency held:
»  keepmyg atonmung cheek on stogk levels; and

s providing information for daily and weckly agrounting reportmg. details of which
are requived 1o be-entered mannally nto Horizon,

Horizon and the Forde Moneychanger system operated. independently, and 1 was
necessary for foreign curréncy transferred imto or oui of the post office fo be entered

separately into the Forde Moneyehanger and Honzon,

This iputting wold be performéd independently and could be done &t differcnt times,
resulting in the potential for differences fo amse between the tivo systims.

wipael 7
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Réportto the Cout by T Tovtor, 3 Director in KPR LLP
Sty ptivaw & copdidential
T Apal 2006

Revdiving foreipn cufrency

Forcizn currency reccived by the post office was to be entersd ime e Foude
Mopeychariger at the retail *buy rate” as indieated by Frrst Rate Travel Seriaces (“FRTS™
on 2 daily fax sent to the Post Office,

All sales and purchases of foreiga cuttency {and travellas’ chegues) m the wesk would
be made thiough the Forde Moneychanger, independent of Horizon.

Datly aeconnting proveduves for forefgn turrency
At the end of cach neeounting day & "Command 3° printout would be produced by the
Forde Meneychonger which would include xll transaction summaries of the day. along

with the closing balanee for each cunteney and 'z Travellers’ Chicqies bulance.

The printaut should huve then been chesked; on a daily basis, o ensure thiai the balances
of toveign currsney and fravellers’ chegues agreed with the amounts physcally on band at
the post oflice.

Weekly iccounting procedures and recording transactions in Horizon {scetion 15.6 of

Buvewn de Change on Demand - Operations Maruai)

At the end of each Pos{ Office Cash Acvounting week:

»  weckly printouts for dlf wials should be obtamed from the Forde Muneychanger viaa
*Comunard 10 printout; and

o Eheapies on hawnd and cash physically held in'the buread 151 should be separately
entered imio Hosizon (known as the *BUY stock imit).

The*Command 10" printout includes a sterling value for foreign curieney and a burcau de

chainge reveluation and commission total for the felevant week.

Any differences. between the amounts per the ‘Command 107 printout and the amounts
aswlly held m the burcqu should be recorded as o shertfall or discgepancy in the final
Weekly Cash Ageount in Herizon and sent to the Post Office’s head office.

Wiphes 8
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Strictiy private & poufidemial
7 gt 2000

Despateh of chegues, Including cheques used to purchise foreign cureency (Section
14.2 of Caslrand Chegue Aceepiance Opemrfw,z,s Manual}

32,41 Before despatehity cheques reccived to the Post Offive cledring centrs 1 London. 4
vheek should hinve been performed by the post affice stall to ehsire that the daily fipare
recorded on Hovizon sgreed with the actial cheques on hand figure.

3212 Hthe totals did not agree then any error should hive been smended in Horizon to reflect
the actual value of cheques o hand. Only on balancing should the puost office have

sremitted ot chieques from the relevant Horizon stack unit to the Landon clesring centre

3213 Al chegues showld by despatehad with o completed Batch Condral Voucher (“BCV™),
The procedurcs required that chegues should be despatghed on a duily basis.

WP 8



Kepat to the Court by T Tayhor, a Dircctor i KPRIG LLP
Briely prveste & confldeatial
7 dpri 2000

4 (General

4.1 Information considered in my report

4.1.1 In my work T have considared the following nformation:

frpGe

Prosecuiion’s Upening Notwe dated 7 October 2005,

Letter from the Royal Mail o Frisby & Ca Selicitors dated 27 February 2006.
Viriogs Weckly Cash Accounts for Rugeley Post Offies.

Internal audit reports daed June 2002 and January 2003

Various wimess statements und <xhibits from relevant Proscetifion witnosses

including Mr Patel and Mr Davies,

Exhibit RK/0L - Burcau de Change operations manuel (version duted 2
September 2002).

Post Oftiee “Casly and Chegue Accey:t'ante_pxogedures monual' (version dated 3
September 2002 ).

Exhibit SBAOL Copy chegaes and associated baich control vouehers < June 2000

“and January 2003,

Exhibit AW/ - Copy HEBC bank stafements for RPX Reoyeled Plastics Lid -
Ascount number 71392875

Exhibit MP/3 - Bureau transaeliohs schedule for Rugeley Pest Office - 9 March
2002 1o 13 Janugry 2003,

Bxhibit MPBA - Copy sections of till rolls relating to.entiiss on Exhibi ME/3,
Exhibi¢ MP/6 - Foreign Lurendy Diserenunsies Sehedule,

'Vm'i‘aus.l"ordg'Mmeychanga:tif]‘ rolis und *Command 107 printouts,

1
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Steictty privaic & cunfidentinl
¥ dpsif i

®  Horizon System User Guide — version dated 28 July 2000,

#  Electronic sprendsheet of infornsation {ta I?ugeley Post Offige frout the ‘remedy
systemy’ which rceords ‘errors” and details of telephions calls from Rugeley Post.
Otfice.

= Audit Process Manual dated 4 May 2002.

= Letters rom Royal Mail 1o My Page dated 6 Marchv 2001 and 21 May 2003,

Y it
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Calculation of the alleged theft

Background
As noted at paragraph 1.1.2 Mr Page has been charged with the thelt of £262.000 in
sterling from Post Office Limited between March 2002 and Januacy 2003,

Summary of alleged theft — 14 January 2003 audit repert
An interozl pudit was undertaken at Rugeley Post-Office on 14 Jenvary 2003 and a
short{ull of £IR2,000 was eventually identified by the Post Office audit team,

The alleged theft of £382,000 rclates to a shortfall ientified spexificaily in the “Forogn
Currency Sterling Equivalent® figure recorded in the *AM’ stock unit of Horizon, Ne
such curtency was found by the apdit tsam during their audit. T understand that My Page
accepts that o such amount of foreign currency was found af that time m Rugeley Post
Offiee,

Mr Puge demies thai the deficieney arose a5 2 tasoit of theft by tum,
‘Inflation’ of the ‘Foreign Currency Sterling Equivalent” figure in
Horizon

Fihibit MP/G. extibiicd by Hir Patel illusiites how the alleged deficiency (o “mflation’

per Mr Patel) off £282,000 agcumulatisad pver time

The inflation referted fo by Mr Patel is simply the difference baween the ‘Forsign
Currepcy on Hand” figure. 88 recorded i Horizon by R‘ﬁg?eley"ﬁnssé Office and the *ster'ing
eyuivalent foreign currency on band” figore as wdentificd from the weekly Forde
Moneyehanger *Commaid 107 prinfouts.,

Exhibit MP/6. shows that the first period where there was @ sigmificant wiltition in the
‘Foreign Curreney Sterling Equivalent™ figure in Horizon was i the week vnded 26 Jure
2002 (Week 13Y when ihe amount Is sa1d 1o be inflated by £53.378.0).

In the two weeks ended 3 and. 17 Tuly 2002 (Weeks 14 and 16) the inffanon {igure is
negative, One of the negatrve "inflaton’ figures is eaplained.as bemg the result of typing

Wipey 1=
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an incorect revaluation Seure inte Horizon But there is Mo apparent explarution for e
other negative inflation figure be. the wesk ended 3 July 2002 (Wepk 14} This
demonstrates vhat ax Tlorizon and the Porde. Moneychanger were noy integrated,
differences could érise a5 a fesult 6f manual inpulting ercors.

The next significant mflation in the ‘Foreign Currency Sterling Equivalent’ figwie is
shown in the week ended 31 July 2002 (Week 18) when the inflated figire per MP/G is
£177,300. 1have not seen a copy of the *Cormmand 10° printout for this period. It is not
clesr 13 me witether 11 s alleped by the Prosecution that the theéfl by Mr Page hail reached
£177,500by this date,

Fxiiibit MP/6 indicalcs that, from the week cnded 28 August 2002 (Weok 22). the
Horizon Fuorcign Cuerercy Storling EquNaiém’ fipure was -milated imtially” by
£188,000. and merensing to £282,000 by the date of the intemal audit on 14 January 2003
{Week 41)

How was the alleged theft concealed?

‘I he Prosecution’s Opening Note states that cash, m sterling, wos stolen by Mi Page over
a pertod of time and, from the week ended 28 August 2002 {Week 223, this wasvconvealed
by Mr Puge routinely inflating the Horizon computer records inrelation to foreign

currency bield in the Rugeley Post Office “AM” stock unit..

I #lso note frony the Prosecution’s Openitig Note that, some ime prior to Week 22 the
allgged theth by Mr Page is allvged to have been cansealed by overstating the armotnt of
‘Overnight Cash Heldings” (*ONCII™) held at Rugeley as. opposed 1o the “Foreign
Currency Sterling Equivalent’ figure in Horizon,

1 have seen no evidence regardimg the alleged theft concealment via the "ONCH™ figue,
including as 1o how and when any such concealment was uidertoken prior 16 the week
ended 28 August 2002 (Weel 22}, 1 riote that the Roval Mail Tedor dated 22 February
2006 to my instruéting solivitors states 1hat there are . difficaltics i assessing e thw

pasinor uf the eash/ stock held wiva manipslatad aeconnts ave presented” .

Wip Uy 12
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Repoit 1o the Count by T Taylor, a Dircetor tn KFMG LLP
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Prigr to Week 22

TF it is alleged that by the week ended 31 Tuly 2002 {Week 18 the thefl had reached
£177.300. and that it was bomg concealed sithier by oversiating the true foreign currency
balince of the “ONCHT figure, thei, in my opimioan, thete is an unicaplained meonsistendy
in the Proseeution s case as set put below.

Firstiy I note that in the two weeks ended 14 and 21 August 3007 {Weeks 20 and 21), the
inflation figurss as stated by My Patel {see Fxhibit MP/6) are mil, and therefore du
concealmeni is atributed 1o this iten,

Secondly T noté that the recorded “ONCH® figure {see Weckly Cash Aveountts) for the twe
weeks ended 14 and 21 August 2007 was only £79.810.00.and £91,240.69 respecuvely.
and thevefore they could not be sverstated by £177,590

{he Prazecution have not as far as 1 am aware uifred any allemative explanations
regarding methods of concealment other than {he overstatement of the "ONCH' or

Poreign Curtency Sturliny Fauivalent figures m Horizon,
5 Cy Hay £ 0%,

WWeek 22 oiwards

1 agree -with Mr Patel - that as fiom ihe week ended 2% August 2002 (Week 22) the
Harizon “Foreign Currenvy Sterding Equivalent™ figare was inflated, imbally by
£188.000, ind increcsing to £282,000 by the date of the dudit on 14 January 2003 tWeek
415

1 have agreed the iflation figure caleulated by My Patel 1o tiw Honzon and Foude
‘Monevchanger figures for Weeks 22 to 41 melusive, except for Weeks 23 and 24 where

ihe “Commund [9° prints have not been made available tand where dccording to My Patel,
the figureés were obtained from Chesterfield).

Audit process
{ have reviewed a copy of the “Hadit of deconitts " section fromithie Andit Procuss Manual
{veérsion dated 4 Mey 2002).

Based on a review of the manual. the Post Oifice audit is primarily onc of ‘asset

verification” in dutermining the value of cash, stock-and vouchers ‘ol hand’ — o would

wipeey 1
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Stricthy privige & convidentind
7 Aprdd 2006

appear that rione of the other fgures m the Weekly Horzon Cash Avepunts would have
heen chiceked or verified to any othier source documentation as pan of the audi,. In
addition 4 number of "Cempliance Tests™ may plso be undertaken in relativn 1o Post
Oftice procedures and cuntrols,

The Post Uiffice audit tedm would firstly ascenam the number of individual stock units
operated at the subspost officc and obtain an overall “snapshot’ for the whole post office
and a *snapshot’ for each indtvidual stock unit. The sub-postmaster would be asked to
make gl vash and stoek on hand avalable which would be cheelied apuinst amouwts
recorded 1o Horzon,

Whers vouchers had Beoert despatelied by the sub-post office these would not be checked

at the tung of the audit. Any vrrors found subseyuently n the documintation despatthed
by the post office prior to.the audit would be dealt with by way of an “orter notice’,

1 review such notified “erenes 1 Section 5.7.

Auidit of 27 June 2002

Evidenve of My Robert Pavics — ivliness statement dated 16 March 2004

Anaudit was underiaken by the Post Otfice Seourity & Audy Section on 27 June 2002 for
the week énded 26 June 2002 (Week 13), inthe comse of which the tm_emai;vaudi‘t feam
chrked individudl cash wid stock balances. in each stork unit physwealy on site at
Rugeley and compared thom with what was recorded in Horlzon,

1 note that the. Pogt Office audit seport made reference to the fagt that “..the burean wey

rebuddanied shoving the eciual on hand.  This produced « shortuge of £33k, This

amount i§ also the ‘inflytion’ figure réferred to by Mr Patel as at 26 June 2002 in Lxhibit
MP/6, although Mr Fatzl does not state whether or not he is of thé opmion that this relates
to the concealment of an olleyed theft, This difference appears to have arisen as 2 resuit
of the sales fgure Rir the week from the *Commend 10" printout raiber than the foreign

currency on-hand figure hemg ontered mtc Hotlkon,

1 note the Post Offics sudit roport stated thiat the everall rusult from the audi was 4 net
shortfallnf €8.335.63,

wipn6g 15
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7 At 208

Further svidence of My Robevg Divies — wittiess statenént dated 18 Febrnary 20006

[ note that the Prosecution have now provided further evidence in respect of the June
2002 audit.

Ty shortfall identificd at the dme ic analysed ag follows:

& “BU" burcau steck unit surplus reporied £161,142.95

s “AM” stock ynit shonfall fepored (F145872 14y
¢  Shortfall in the bureau vash and stock held (£ 53,285.46)
s Other dificrenves (£ 36938
Total Méﬁi’él

Mr Davies now states that three cheques totalling £139.300.00 (bemg cheques for
£80,124.22, £49.689.44 and £9:586,24 respectively) were mictuded in the Week 13 Cash
Aceount figures, being the week ended 26 June 2002

On the besis of the accounting cvidence misde available to me, 1 agree with Mr Davigs’
conclusions that the tvo larger of the thice cheques which he refers to should not have
heen ncluded 1n the Horizon account for the week ended 26 June. 2002 and henec the
shortage s caleulated by the audit teum should be mergazed by £129,812.66 (£80,124.22
plis £49,689.44),

1 would however note that it is net possible for me row to chegk whether or not the

amounts “verified” ut the audit were correct as the audii process is largely-one of simple

asset verification.

Hewever, if the above watler was the oaly “erfer’ in the June 2002 audit then the rovised

deficit in the Weckly Cash Account should, zs Mr Davies states, be inereased to
£138,14%9.29,

wip 069 16
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7 April 2000

Third chegue referved to by Mr Davies tan Bis witness staseinent

1 note that the ihird chegus referved to by Mr Davies for £9.586.34 clearcd the havk on
the same date as the other (wo cheques and therelore it may be that this alse should be

included in the revised shortfall figure.

“Errors’ pre-January 2003 audit

Independent of the above issues, [ note from correspondence prior to the audin on 14
Jaauary 2003 that the Post Office hud 1denfified a large numberof “crrors” and fssues with
Rugcley Post Office.

I nowe. for example, m-a lefter to Mr Page dated 6 March 2001 {although [rom the
sequence s scemingly shuuld be datéd 6 March 2002, not 2001 ), veference is made io
“There have been 170 errors recorded againge yorir a;}"hv fo shate ™.

In a further letter t Mo Page from the Pust Office dated 2! May 2007 it 15 noted that

L Your ouf s for the yenr 200002 bas beea reported wt 204 girgas. f have also heen

gevised that-a further 21 vivars figve baen dncurred duriag period [ (20024135), [ shiovid

remind yor suce ugaint thut your performapee s wngeceprobic. aml shar fwmediute

improventent is required "

I addition 1o ihe above 1 have teen -mwié&:d with a list of “ircidend logs” from the
‘remedy systern” inrelation fo Rugeley Post Office. These refer to siumerous “erors” or
incidenis; I have sumiharised below a number of examples below which gppear o be of
relevanye o the oversll scenacy of the acﬁeoumihg records at Rugeley.

T the absence of mure detdled inforraation 1 have stmply noted ihe following:

® 8 June 2000 — refers to advising the sub-postmaster. that he should not be
entering commnission twice jn respeet of the bureau de change:

« 17 July 2000 - sefers to Rugeley Post Office- receiving ‘ervor notices” and
boing *... #9000 at g loss-for Ioftery” and told the cash accoumt sent hed heen

incorest for Totlery,
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Report t the Court by T Taylor, a Director in EPMG LLP
Strietty privew & vonfidential
7 Apeid 2004

28 March 2001 ~ refers 1o the postmaster wishing fo reversé a fransaction on
the moneychanger {bureau dechange )

11 Ogwobei. 2001 ~ notes 25 errars and that Rugeley Post Office was in the
Swopeet 10%° in the overs]l feague :pqgi-iinn. Alsorefors o unpaid cheques
returncd and that the Pest Office should ensurg that sl cherue aceeptanee
procedures for ‘the product’ are followed canéetly:

19 November 2001 ~ nobes 62 cumulative errors by Period 7 and that
Rugeley Post Office was still  the worst 10%° m the oversl] leagne
position:

14 Degember 2001 - refers to further error nedces at Rngeléy in Week 39;

14 Janyary 2002 refers to a Turther 1] cirors 1 Period @ aad the eitlef now

huving 12 ervors:

14 February 2002 - refers to the outler baving 29 errars anid that Jim Coney

will be issuing 4 written warning to the outlet:

15 April 2002 — refers to “Freadaidon for aver 1icorrors i Pevied 12 Outlet

fics 18 errars™,

15 May 2002 — refors to “Exeqlation Jor-over 1T ervors in Period 1. Duilet

has 21-errors”.

27 Juric 2002 - refers’to the June 2002 audit and thei the buréau unit Was
yafted over’ with incorreet bureau figires (£82,772.85 und should. have bien
£29.487.3%);

4 July 2002 notes an-issue with balaneing Horizon and the ., ik gocot
surplus and minus i suspensc accound off 19119295 and aiso 143.873,74
arinns™. The intident report also makes teference as to how to remeve a gam

fromt the Suspense Account;
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Keport o the Coust by 1 Tavlor, o Diieior in KPMG LLP
Strwly provawe & confidential

T Apedl 2005

® 29 July 2002 ~ refers 1o the fact Mr Page was not sending i phperwork until,

Monday rmoming because Rugeley were ... civiibicirinie chiecking
papeivork™ and refers fo the need for performance improvement: sod

oI5 August 2002 — refers to-the outlet having 24 errors ard 39 ‘éscalation of
errors in Period 4

Matters where I am unable to comment further

Based on- a review of the evidence provided it has ot been possible for vwe %5 confirm
whether a shortfall as dlleged was concealed in the *ONCH® figure in Horzon as these
figures were never {other than in- the two audits noted abeve) the subisct of an audit.

In addition I note that the Frosceution have provided nu evidencs regarding the aeeuracy
of ihe other figwes in larizon, They simply indicate dut the figurcs set out in the

‘Wecekly Cash Accounts are those as submitied by Rugeley Post Gffice,
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6.1
6.1.1

Report tothe Court by T Taylor, a Dhigeter iy KPMG LLP
Brrictly privite & coniidential
& dperd 2006,

Semmary and conclusions

My overall conclusions

It sumimnary 1 note the following:

$iili(y

Tagree with Mr Pate] that g frem the weck ended 28 Augut 2002 (Week 223 the
orizon “Foreign Currency Sterling Equivalent’ figure was inflated, mitially by
£138.000, and increasing (o £252,000 by the date of the audit on 14 January 2003

(Week 413

[ agree with Mr Davigs (witness statement duted 18 February 2006) that, vn the
basis of the accounting evidence available, the shortaze in the audit of 27 June
2002 should be increased by £129.813.66; aid possibly by 4 further £9 586.34:

The alleged defivicncy of £282,G00 in the ‘AM” siovk unit ar 14 January 2003
does not necessarily indicste theft by Mr Fage - any such shontfall could in
practice be the result of other unidentificd eriors or differences in Tarrepn,

It {8 implivit in the Prosecution’s case that, by simply stating that the £282,000
shrtfall in. the “AM sfosk umt cquates 109 thelt of the saipe amount, il other
fiptres in Honzon feaept for the differences idéntificd at the au‘dii") ware ctfrect
Thave: scen 0o evidence thut this s fhe casc und would ‘also noie the bigh
meidence of "errors’ a8 set out in Setion 5.7

The Proseeution rely on the assurption that the figures in Horlzon e those
recorded by Rugeley Post Office staff themsetves and that the Horizon systern
was working correctly throughout the ndictment pertod;

It is now 1ot possible to establish whether the declared *ONCH" figures were
coitectly recorded 1 Horizon as they were nol independently checked it the time
other thin at the fwo audits;

It it is ulleged that by the week ended 31 July 2002 (Week 18} the theft had
reuchiod £177,500, and thet it wos being concealed ether by overstaiimg the tiue

foweign cuirency balance or the *“ONCH' figure, then, in tiy opinion, there is an
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Report o the Cowt by T Toylor, o Dissetor in KPMVG LLP
Strictiy private & confidential
? Aprd 26

upexplamed inconsistoncy i the Progecution's case, This is because in the two
weeks ended 14 and 21 August 2002 (Weeks 20 and 21). the iflaion figures as
steted by Mr Pate! are ml and the recorded *ONCH' figures were on]y £769.810.00
and £91,240.69 respeotively, and therefore they would noi be oversated by
L177,5010.

~_GRO

T Taylor MA FCA MAE MPW]
KPMGLLP
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