
Senior plc Annual Report 2005pa g e 1 8

T h is C orporate G ov ernanc e Report d esc rib es th e m anner in w h ic h  th e C om pany  h as applied  th e P rinc iples of G ood  G ov ernanc e set out in S ec tion 1  of th e
C om b ined  C od e on C orporate G ov ernanc e and  w h eth er or not it h as c om plied  w ith  th e C od e prov isions. In July  2003 , th e F inanc ial Reporting  C ounc il issued
th e “C om b ined  C od e on C orporate G ov ernanc e” k now n as th e “2003  F RC C od e”, in response to th e H ig g s Rev iew  on N on-ex ec utiv e D irec tors and  th e S m ith
Rev iew  on Aud it C om m ittees.

A pplica tion of th e P rinciples
T h e P rinc iples of G ood  C orporate G ov ernanc e are d etailed  in th e 2003  F RC  C od e und er four areas w h ic h  h av e eac h  b een rev iew ed  b y  th e D irec tors and  th en
c om m ented  upon b elow :

a ) D irectors
T h e B oard  is struc tured  und er a non-ex ec utiv e C h airm an, and  c urrently  inc lud es th ree ex ec utiv e D irec tors and  tw o oth er non-ex ec utiv e ind epend ent D irec tors
w h o w ere selec ted  for appointm ent b ec ause of th eir w id e ind ustrial and  c om m erc ial ex perienc e. In ad d ition, th ere is a G roup E x ec utiv e C om m ittee, c h aired  
b y  th e G roup C h ief E x ec utiv e w h ic h  is c om prised  of th e ex ec utiv e D irec tors and  oth er k ey  ex ec utiv es w ith in th e G roup. B rief d etails of th e B oard  are inc lud ed
on pag e 7 .

T h e D irec tors c onsid er th at th ere is in plac e an effec tiv e B oard  w h ic h  lead s and  c ontrols th e G roup, w ith  c lear d iv isions of responsib ility  b etw een running  th e
B oard  and  running  th e G roup’s b usinesses.T h e B oard  is responsib le for th e strateg ic  d ec isions reg ard ing  th e G roup, inc lud ing  th e setting  of c om m erc ial strateg y
and  approv al of G roup b ud g ets and  financ ial statem ents. It also approv es sig nific ant financ ial and  c ontrac tual c om m itm ents m ad e b y  th e G roup.T h e B oard ’s
T erm s of Referenc e m ore fully  d esc rib e th e responsib ilities of th e B oard , and  m ay  b e found  on th e C om pany ’s w eb site.

T h e B oard  d eleg ates c ertain of its responsib ilities to th e Aud it,Rem uneration, N om inations, and  H ealth , S afety  &  E nv ironm ent (“H S E ”) C om m ittees.T h e G roup
C h ief E x ec utiv e, tog eth er w ith  th e G roup E x ec utiv e C om m ittee, is responsib le for th e im plem entation of th e d ec isions m ad e b y  th e B oard , and  for th e 
d ay -to-d ay  c ond uc t of th e G roup’s operations.

T h e B oard  m eets form ally  on a reg ular b asis (ten tim es in 2005); and  in ad d ition th ere w ere four m eeting s of th e Aud it C om m ittee in 2005, tog eth er w ith
th ree m eeting s of th e Rem uneration C om m ittee, tw o m eeting s of th e N om inations C om m ittee and  th e inaug ural m eeting  of th e H S E C om m ittee d uring  th e
year.T h ere w as full attend anc e at ev ery  B oard  m eeting  and  C om m ittee of th e B oard  d uring  th e y ear. O th er C om m ittees are appointed  b y  th e B oard  to d eal
w ith  treasury  m atters and  spec ific  issues suc h  as ac q uisitions and  d isposals.T h e m inutes arising  from  th e C om m ittee M eeting s are av ailab le to th e B oard .

P roc ed ures are in plac e to ensure th at th e D irec tors are properly  b riefed  so th at th e d ec isions tak en b y  th e B oard  are b ased  on th e fullest av ailab le inform ation.
At ev ery  B oard  M eeting  th ere are rev iew s of operational,financ ial and  ad m inistrativ e m atters. H ealth , S afety  &  E nv ironm ental perform anc e is rev iew ed  b y  th e
B oard  on at least a q uarterly  b asis; w h ile soc ial and  eth ic al issues, ag reem ent of b ud g ets and  lev els of insuranc e c ov er are rev iew ed  w h enev er appropriate.

T h ere is a proc ed ure b y  w h ic h  all D irec tors c an ob tain ind epend ent professional ad v ic e at th e C om pany ’s ex pense in furth eranc e of th eir d uties, if req uired .

Nominations Committee
T h e N om inations C om m ittee lead s th e process for B oard  appointm ents,and  superv ises m anag em ent d evelopm ent and  suc c ession plans;it also m akes recom m end ations
to th e B oard  on all new  B oard  appointm ents.T h e C om m ittee, w h ic h  c onsists entirely  of non-ex ec utiv e D irec tors, is c h aired  b y  J R K err-M uir, and  its c om position 
is sh ow n on pag e 7 . Its T erm s of Referenc e m ay  b e found  on th e C om pany ’s w eb site.

T h e appointm ent of new  non-ex ec utiv e D irec tors to th e B oard  is c ontrolled  b y  th e C om m ittee, assisted  b y  appropriate ex ternal rec ruitm ent c onsultants.
In c onjunc tion w ith  th e ex ternal c onsultant, c onsid eration is g iv en to th e role and  th e c apab ilities req uired  for a partic ular appointm ent. B ased  on ag reed
c riteria, th e c onsultant th en prod uc es a sh ortlist of c and id ates.T h e C om m ittee m em b ers interv iew  th ese c and id ates, th en present th eir rec om m end ation to th e
B oard . C onsid eration is also g iv en to th e num b er of oth er posts h eld  b y  th e c and id ates, and  th eir ab ility  to d ev ote suffic ient tim e to d isc h arg e th eir d uty  as a
non-ex ec utiv e D irec tor. I F R M uc h  w as appointed  to th e B oard  d uring  th e y ear.T h e N om inations C om m ittee follow ed  th e ab ov e proc ed ures and  d eterm ined
th at h e w as th e b est c and id ate for th e post, and  w ould  c om plem ent th e sk ills, k now led g e and  ex perienc e of th e oth er D irec tors.

D uring  th e y ear, th e B oard  und ertook  a form al perform anc e ev aluation proc ess to ev aluate its ow n perform anc e, and  th at of its C om m ittees and  ind iv id ual
D irec tors; th is inv olv ed  th e c om pletion and  rev iew  of perform anc e assessm ent q uestionnaires, and  appraisal interv iew s.T h e results of th e ev aluation proc ess 
are used  to im prov e B oard  perform anc e and  to d eterm ine th e training  need s of th e D irec tors. M  C lark  and  G A C am pb ell, in c onsultation w ith  th e ex ec utiv e
D irec tors, und ertook  an ev aluation of th e C h airm an’s perform anc e, and  c onc lud ed  th at J R K err-M uir c ontinued  to prov id e effec tiv e lead ersh ip of th e B oard .
B ased  on th e results of th e perform anc e ev aluation proc ess, th e C h airm an c onsid ers th at eac h  m em b er of th e B oard , th e B oard  c ollec tiv ely, and  its C om m ittees
c ontinue to c ontrib ute effec tiv ely  to th e running  of th e C om pany.

In ac c ord anc e w ith  th e C om pany ’s Artic les, D irec tors sub m it th em selv es for re-elec tion at th e Annual G eneral M eeting  follow ing  th eir appointm ent and  th ereafter
at interv als of no m ore th an th ree years.

b ) D irectors ’ R em u nera tion
T h e Rem uneration Report on pag es 1 0 to 1 5 d esc rib es h ow  th e B oard  h as applied  itself to rem uneration m atters.

c) A ccou nta b ility  a nd  A u d it
T h is sec tion of th e C orporate G ov ernanc e Report d esc rib es th e role of th e Aud it C om m ittee and  th e m anner in w h ic h  it d isc h arg es its responsib ilities.
T h e Aud it C om m ittee’s T erm s of Referenc e m ay  b e found  on th e C om pany ’s w eb site.

Comp osition of th e A u d it Committee
T h e c om position of th e Aud it C om m ittee, w h ic h  c onsists entirely  of non-ex ec utiv e D irec tors, is d etailed  on pag e 7 . D uring  2005, th e Aud it C om m ittee c om plied
w ith  all th e rec om m end ations of th e S m ith  G uid anc e as append ed  to th e 2003  F RC  C od e,ex c ept for th e period  from  3 0 N ov em b er 2005 (w h en G A C am pb ell
resig ned  from  th e B oard ) and  21  D ec em b er 2005 (w h en I F R M uc h  w as appointed  to th e B oard ). D uring  th is period  th ere w as only  one non-ex ec utiv e D irec tor
as a m em b er of th e Aud it C om m ittee. N o C om m ittee m eeting s w ere h eld  d uring  th is th ree w eek  period .

C orpora te G ov erna nce R eport
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Financial Reporting
The Board believes that the Annual Report properly presents a balanced and understandable assessment of the Group’s position and prospects.The Audit
Committee monitors the half year and full year annual financial statements before submission to the Board, as well as any formal announcements relating to the
Group’s financial position.

There is an independent internal audit function, which includes a cyclical programme of visits to all Group operations.The Group Internal Audit function also 
co-ordinates semi-annual Financial Integrity Declarations and self-assessment questionnaires which are applied on a cyclical basis and subjected to review.The
results of these reviews and internal audit visits are reported to the Audit Committee, along with those from the external auditors.

The Audit Committee reviews the scope, cost and timing of the work of the external auditors, and acts to ensure their findings are appropriately implemented.
W hilst the Company does not have a policy of subjecting its external auditors to a regular fixed term rotation, the Committee remains cognisant of the importance
of maintaining the objectivity of the Company’s external auditors. During the year, the lead audit partner was rotated after a 5-year term in that position.

The Audit Committee has reviewed, and is satisfied with, the effectiveness and independence of the external auditors.The Committee also reviews the level 
and type of non-audit work carried out by the Company’s external auditors. In 2005 £ 0.2m (2004  – £ 0.4 m) was paid in fees to the external auditors relating to
non-audit work, for advice on tax compliance.The Committee considers it is beneficial for the Company to retain Deloitte & Touche L L P for this type of work,
because of their expertise in this area and knowledge of the Group; however, the Committee will continue to keep the nature and extent of such services under
review, in order to balance the maintenance of objectivity and value for money.

Internal Control
The Company has a well-established and ongoing process, which was in place for the full year and up to the date of the Financial Statements, for identifying,
evaluating and managing significant risks, including non-financial risks, faced by the Group.This process is regularly reviewed by the Board and has been further
improved during the year.The process continues to accord with the Turnbull guidance on internal control.

Information on the Group’s significant risks, together with the relevant control and monitoring procedures, is reviewed for completeness and accuracy by the
Group’s management committees.This information is presented to the Board, for it to assess the effectiveness of the system of internal control. W hilst the Board
acknowledges its overall responsibility for internal control, it believes strongly that senior management within the Group’s operating businesses should contribute
in a substantial way, and this has been built into the process.

In carrying out their review of the effectiveness of internal control in the Group, the Board takes into consideration the following key features of the risk
management process and system of internal control:

• Senior management of each business has spent time identifying and assessing business unit and Group objectives, key issues, opportunities and controls.
This assessment encompassed operational, compliance, financial and business risks and is updated on an ongoing basis. A risk assessment has similarly been
prepared for the Group covering central functions and strategic risks;

• A detailed system of budgeting, reporting and forecasting for the Group’s operations is in place; this is monitored, both locally and centrally, through a review 
of monthly management information;

• The Group has expanded the remit of the Internal Audit function, whose audit plan is reviewed, updated and approved by the Audit Committee.The conclusions
from the function’s work are reported to the Audit Committee, the Group Chief Executive and the Finance Director; and

• There is in place a formal annual risk management sign-off process for senior management in each of the business units.This is operated in order to ensure
that, as far as possible, the controls and safeguards are being operated in line with established procedures and standards.

The whole risk management process is subject to review twice a year by the Audit Committee, and strengthened as appropriate. Steps are taken to embed
internal controls and risk management further into the operations of the business, and to deal with areas of improvement which come to management’s and the
Board’s attention.The Board is responsible for the effectiveness of the Group’s system of internal control and for the review of its effectiveness. Such a system 
is designed to manage, rather than to eliminate, the risk of failure to achieve the Group’s objectives, and can only provide reasonable but not absolute assurance
against misstatement or loss.

d) Relations w ith Shareholders
The Company maintains regular contact with its institutional shareholders. Each year, the Group Chief Executive and Finance Director undertake a series 
of meetings with the Company’s major shareholders, following the announcement of the full year and interim results, to discuss both strategic objectives and
the detailed performance of the business. During 2005, J R Kerr-Muir, the Company’s non-executive Chairman and M Clark, the Company’s Senior Independent
Director, also attended the full year and interim results announcements to shareholders and analysts, in March and August respectively. No other non-executive
Director formally met with shareholders during the year. M Clark is available to attend shareholder meetings, if this is requested by shareholders, so providing an
alternative channel of communication between the Company and its shareholders.The Company’s largest shareholders were invited to meet I F R Much following
his appointment as a non-executive Director on 21 December 2005.The Company consulted its largest shareholders prior to finalising the proposed 2005 L ong
Term Incentive Plan, which was approved by shareholders at the 2005 AGM.

The Company makes constructive use of the Annual General Meeting to communicate with private investors. A detailed presentation of the Company’s
performance is given at the AGM, and a copy of the presentation, along with other investor relations material, is available on the Company’s website.



Senior plc Annual Report 2005page 2 0

All resolutions at the 2005 AGM were passed unanimously on a show of hands. Details of the proxy voting received by the Company for the 2005 AGM are set
out in the table below.

Proxy voting for the 2005 AGM
For Against Discretionary Abstentions Total

Resolution (votes) (votes) (votes) (votes) (votes)

1. To adopt Report & Accounts 220,123,751 10,000 16 7,205 36 ,9 42 220,337,8 9 8
2. To approve Remuneration Report 219 ,539 ,709 56 6 ,255 173,250 58 ,6 8 4 220,337,8 9 8
3. To declare a final dividend 220,120,16 5 12,226 170,6 17 34,8 9 0 220,337,8 9 8
4. To re-elect Martin Clark as a Director 219 ,9 79 ,014 113,36 3 217,012 28 ,509 220,337,8 9 8
5. To re-elect Graham Menz ies as a Director 220,019 ,8 40 73,432 217,454 27,172 220,337,8 9 8
6 . To elect Gordon Campbell as a Director 216 ,774,6 43 6 03,546 221,755 2,737,9 54 220,337,8 9 8
7. To re-elect Deloitte & Touche LLP as auditors 216 ,8 54,8 9 5 541,6 53 212,58 9 2,728 ,76 1 220,337,8 9 8
8 . Authority to allot shares 219 ,9 28 ,279 159 ,277 215,058 35,28 4 220,337,8 9 8
9 . Disapplication of pre-emption rights 219 ,8 35,78 2 133,39 9  310,421 58 ,29 6  220,337,8 9 8
10. Authority to buy back shares 219 ,9 8 1,144 115,230 233,6 56 7,8 6 8 220,337,8 9 8
11. To adopt the 2005 LTIP 216 ,6 29 ,158 9 21,6 9 6 238 ,534 2,548 ,510 220,337,8 9 8

The issued share capital as at 2 March 2005 (the date of the notice of the 2005 AGM), was 307.6  million shares of 10p each.

A large majority of the abstentions to Resolutions 6 , 7 and 11 approving the election of G A Campbell as a Director, the election of Deloitte & Touche LLP as
Auditors and the adoption of the 2005 LTIP respectively came from a single shareholder.

The total number of proxy votes received for the 2005 AGM represented approximately 71.6 %  (2004 – 6 9 .5% ) of the issued share capital of the Company.
The Company is supportive of initiatives to promote greater shareholder participation and offers CREST members the facility to appoint a proxy or proxies
through the CREST electronic proxy appointment service. Further details of this service may be found in the enclosed Notice of the Annual General Meeting.

Compliance Statement
The Company has, throughout the year, consistently applied the Principles of Good Governance and Code of Best Practice, which together comprise the 2003
FRC Code appended to the Listing Rules of the Financial Services Authority, except as follows:

1. J R Kerr-Muir remained on the Remuneration Committee until 31 January 2005; FRC Code provision B.2.1; and

2. During the three week period between 30 November 2005 (when G A Campbell resigned from the Board) and 21 December 2005 (when I F R Much was
appointed to the Board) the Company did not comply with the FRC Code provisions: A.3.2, A.4.1. and B.2.1; and 2.1 of the Smith Guidance appended to the
FRC Code, as there were not at least two independent non-executive Directors on the Board and the Audit and Remuneration Committees, as required for
“smaller companies”. During this three week period a majority of the members of the Nominations Committee were not independent non-executive Directors,
as the Committee consisted of the non-executive Chairman and the Senior non-executive Director.

The Company now fully complies with all the detailed provisions in Section 1 of the 2003 FRC Code.

Statement of Directors’ Responsibilities 
The Directors are responsible for preparing the Annual Report and the financial statements.The Directors have chosen to prepare accounts for the Company and
the Group in accordance with International Financial Reporting Standards. Company law requires the Directors to prepare such financial statements in accordance
with International Financial Reporting Standards, the Companies Act 19 8 5 and Article 4 of the IAS Regulation. International Accounting Standard 1 requires that
financial statements present fairly for each financial year the Company’s financial position, financial performance and cash flows.This requires the faithful representation
of the effects of transactions, other events and conditions in accordance with the definitions and recognition criteria for assets, liabilities, income and expenses set out
in the International Accounting Standards Board’s “Framework for the Preparation and Presentation of Financial Statements”. In virtually all circumstances, a fair
presentation will be achieved by compliance with all applicable International Financial Reporting Standards.The Directors are also required to:
• properly select and apply accounting policies;
• present information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable information; and 
• provide additional disclosures when compliance with the specific requirements in International Financial Reporting Standards is insufficient to enable users 

to understand the impact of particular transactions, other events and conditions on the entity’s financial position and financial performance.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of the
Company, for safeguarding the assets, for taking reasonable steps for the prevention and detection of fraud and other irregularities and for the preparation 
of a Directors’ Report which comply with the requirements of the Companies Act 19 8 5.

The Directors are responsible for the maintenance and integrity of the Company’s website. Legislation in the U nited Kingdom governing the preparation and
dissemination of financial statements differs from legislation in other jurisdictions.

Corporate Governance Report continued


