POL00210245
POL00210245

7 POST Y

Post Office

Transformation Committee

09.00 — 11.00 9t October 2014
51" Floor Boardroom

Versionv 1.0

©

Post Office® CONFIDENTIAL



Agenda — Meeting split to cover Programme Performance and
Enterprise Transformation Themes as separate sections

POL00210245
POL00210245

” POST

] . , .
€ | 1, ntroduction For Information Context setting for October's Transformation Alison 09.00 - 09.05
Q Committee
E
£
& | 2, Delivery Performance . . )
° _ Are we delivering transformation programmes in Chanae
£ a. Overview For Challenge and line with strateqy? Review of top risks, programme Management 09,05 — 10.30
g b. Risk Management Support costs & berjefits and what’s keeping sponsors 3 Spognsors ' '
5 awake at night.
E ¢. Programme by Programme
Share planning assumptions as we move from
design to delivery of the Business Transformation
o _§ 3, Business Transformation Roadmap  For Information Eg::él%:;:?g;‘;g?oac-gﬁ?;f:m?:::k the g':\’/?; & 10.30 — 10.45
2 g performance and progress of the new
gé Transformation roadmap for the organisation.
=R
Lﬁ g 4, Review of Actions For Agreement Alison 1045~ 10.50
-
[
5, AOB Paula 10.50 - 10.55
6, Communication For Agreement What do we communicate? Paula 10.55-11.00
o
% a. Forward Plan Agenda items for future meetings
c
8 b. Previous Actions Status of previous actions
Q.
< ¢, Capacity Plan Capacity plan for 2014-15 change plan
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2a Transformation Change Management Overview

«  RAG, cost and benefits based on full programme life
*  RAG in brackets indicates programmes view
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Business
Transformation

Winning in
Mails

Network
Transformation

Crown
Transformation

Branch
Support

IT
Transformation

Separation

Following Board review the programme are working on the blueprint and high level roadmap for delivery of the new Target Opera ting

et ket B eedeD i A e i i e o S it o e sl cAsem A ; i e b

Model, with delivery due to commence from January 2015. This will include developing a transition plan to manage the smooth
transition from a ‘design’ to a ‘delivery’ structure taking into account the current assumptions regarding delivery partners.

Positive engagement with Royal Mail at executive level should further improve collaboration between organisations. Decisiont o move
to Royal Mail online mails customer journey (rather than CDP) has delayed implementation of further mails products in new access
points until after Christmas, though 141 home shopping return pilots using paystations now operational. Timescales for bill payment
offering still unclear at this stage.

Following Board update next key activity is the alignment of Network Transformation, Winning in Mails and Business Transforma tion
programmes. High level discussions have taken place between Business Transformation but more detailed analysis needed.

Programme remains ahead of target on both contracts and openings. Approach to the ‘cliff will be influenced by future network
strategy with alignment activity commenced between Network Transformation, Winning in Mails and Business Transformation.
Agreeing the Memorandum of Understanding with NFSP is currently a barrier to discussing cliff options with NFSP. Draft business
case for current programme (NT2) produced but not submitted (will be used as baseline for any subsequent changes). Business
Transformation are now engaging with the Value for Money workstream to accelerate cost savings.

The programme continues to deliver in line with targets across branch transformations, training, staff cost reductions, SSK rollout,
mergers and relocations - though P&L run rate £1M adverse at end of Q1 (due to income and business wide cost savings behind
plan). Trading meeting now has Crown specific section to identify and implement actions to address income shortfall in Crown s. List
of options to achieve break even presented at September Crown Steering Group with decision on which to take forward due to be
made at October meeting. Customer satisfaction KPI increased from last month but still slightly behind target.

Horice pilot (use of real time transaction data to reduce losses) live with programme reviewing outputs to ensure benefits are
achieved. Spend on Case Management tool on hold pending conclusion of IT review, delay could impact achieving related benefi ts.
Accelerating the implementation of online training tool to Jan 15 could realise £ 350K savings in 14-15 with resulting VR activity being
aligned with Business Transformation and being led by HR. Programme tracking support related questions in agent engagement
survey, with 2% improvement for whole survey.

The final bidders in the EUC tower have been informed of the preferred bidder outcome. Verbal update at meeting on continuing
alighment of IT Transformation and Business Transformation programmes. The programme business case is being updated to reflec t
the latest position, this will be finalised in November once the alignment with Business Transformation is complete. The prog ramme is
developing a basket of value measures which will proposed to the next IT Transformation Steering group and used as the Qualit y
measure.

The MSA Extension Letter has been signed, providing revised end dates for the remaining IT separation activity.

The Finance system went live on 15t September with a small number of post go live operational issues being managed via the
programme. Decommissioning of the previous system commenced and post implementation review is now underway.
Other workstreams are ontrack against the revised timelines agreed in the MSA
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2b. Transformation Committee Risks
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Cross
Transformation
Programme and
Portfolio

Failure of change
programmes to deliver
forecast benefits and
deliver strategy

There is an increasing risk that cumulatively,

programmes within Transformation
Committee governance fail to deliver
benefits, impacting achievement of 2020
strategy.

Cross Programme

Insufficient capacity to

The scale of change planned across the
business to deliver the strategy results in
multiple complex dependencies, lack of

2 " N availability of subject matter experts/Senior
and Portfolio deliver change X
managers - leading to bottle necks and
failure to deliver benefits within the strategic
plan.
Mis-alignment of Conflicting assumptions between
c business strategieswith programmes leads to mis-alignment with
ross Programme ) ] . N
3 and Portfolio Target Operating Model Business Transformation. The resuiting
(TOM) impacts benefits delivery plan may resuit in target benefits
realisation not being realised.
5
Edreme
4
Major
3
Moderate
2
Minor
1
Insignificant

Very uniikely

1) Requirement for Business Sponsors to undertake more
regular reviews of business cases throughout programmes
lifecycle to ensure early sight of variations from expected
benefits and any necessary remedial action to be undertaken
(e.g. Network and IT Transformation).

2) In-flight projects/programmes reviewed to ensure alighment
with Business Transformation objectives. Key initiatives have
satisfied the assessment criteria (addressing our cost base,
driving profitable growth, changing the way we work) and are
being allowed to progress.

1) Integrated transformation plan created to identify & track key
inter-dependencies and milestones. This will be superceded by
the emerging Business Transformation delivery roadmap.

2) Change Management Team to review short term plans to
identify capacity constraints (see capacity plan) including IT's
ability to deliver the technology elements of the 14-15 Change
plan.

Undertake detailed planning as part of Business Transformation
Transition plan to ensure that a coherent integrated plan
supports delivery of the agreed benefits.

October update

* No change in scores for risks

» The Exco level programme risks previously highlighted to the
Transformation Committee will now be reported through the Exco
performance pack

+ Key risks reported to the Transformation Committee will now focus
on cross-portfolio and those identified by each programme

5 2
4 2
4 2
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2¢ Business Transformation Programme
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Programme Summary - Design an Operating Model and implementation
roadmap that enables the 2020 EBITDAS strategic plan

Programme Scale

Cost c.£7.5min FY1415 Lifetime cost TBA
Targeted benefits: £150m to £200m central cost
reduction (28% to 37% of current central costs) linked

to EBITDAS strategic plan targets

Time

Cost

Benefit

Quality




2¢ Winning In Mails Programme
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Time

Programme Summary - To determine the future mix of network models, develop simplified journeys for our customers,
partners and retailers through a new CDP based technology solution (tablet/pay station/EPOS based) and deploy these
solutions into new access points (Mini Post Offices) increasing network size.

Programme Scale
Cost ¢.£3.5mto Oct 14

Cost

Benefit

Quality
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2¢ Network Transformation Programme Time
Programme Scale Cost
Programme Summary - To deliver a transformed network through the introduction of Cost ¢c.£956M Benefit
new and viable operating models by 2018 Timescales - complete by Summer 2018

1) Integrated replacement strategy based on
strategic approach to convenience retailers and
symbol groups

2) Restructured progranmme organisation in the
central team

3) Local and national contrunication canpaigns to
support replacements;

3) Partnership with Hunberstones to help source
new operators and sales literature drafted.

1) The NFSP are conmitted to supporting us and we
have alignment with BIS on the need for resilience.
2) National and local communication campaigns
continue to informthe public and pro-active regional
PR and stakeholder management with opinion
formers in place.

3) Transitional Locals pilot (start July 14) will enable|

us to assess the potential stakeholder inpact and

refine approach in advance of full rollout.

Quality
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2¢ Crown Transformation Programme Programme Scale

Programme Summary — To bring the Crown network to a breakeven P&L run Cost - £126m
rate by March 2015. Timescales - complete by end-March 2015

Benefit
Quality

Mnﬁ#s

o
53.55 |

Customers: The migration of customers to the kiosks averaged 60% in September. P5
saw improvement in customer satisfaction, with overall satisfaction in transformed
branches better than in non-transformed branches, despite »400FTE staff having exited
|the transformed branches.

| |Colleagues: The 503FTE plan for counter staff exits is secure and staff are exiting ahead
| |of plan. BM VR acceptances equivalent to 36.6FTE are secured, broadly in line with plan.

|P&L runrate
| Number of branch transformations

|Number of branch franchises

| Customer satisfaction in transformed branches
| Oueue time satisfaction

Programme dolivery~ Re’tained Branches The P@ targets for programme detwe»ry have aLI been
|achieved ahead of plan. These include projects for branch transformations (243 complete), staff
{training (3000 trained), self-service kiosks (424 rolled out), and staff exits (440 FTE of counter staff). arguably beyond their statutory powers. The transition of NCR management to ATOS
Programme delivery- Franchising: Holloway and Barkingside went live to independents on 25th | continues - with an interim process for incident management in place.

| September, bringing the number of live franchises to 28. Whilst up to 17 branches remain at risk of not |§ ~——
|being franchised, a number of mitigating actions are being delivered to reduce the associated P&L G
nsk Tms means that £7. 5m uf the £8. Om men P&L beneﬁts of fram:h;smg remain secure.

Third Parties: Consumer Futures continue to provide a significant level of challenge,

P&L pomtmn At the end of Q‘! the P&L usmg the mn rate memodowgy was -E‘i 5 4m agamst a target of -£14 4m (T he next ootmm -up P&L mrecas’t is bemg bmtt tms
| month based on the position at the end of Q2.) In P5, transformed branches grew income 6.0% YoY, which was 2 6 times the rate of growth of the non-transformed branches,
|this included 23% YoY FS growth in the transformed branches. However this level of growth is still below target and remains the main risk to the breakeven objective being
|reached. Atthe end of P5, total Crowns income was £2 1m below budget YTD and is forecast at £4. 9m below budget on a full year basis, with mails under-performance as |
|the main driver. Considering this, together with all other programme risks and opportunities, it moves the P5 (top-down) view of the run rate forecast to between £-1.1mand - |
|£2.6m. The programme team are working with the Crown network and FS to develop a set of further candidate projects to mitigate this. These could include; a closure at
|King's Walk, Chelsea following eviction notice being served; reconfiguration and partial sub-letting of space at Trafalgar Square; and exiting of under-performing resources
|across counter and FS roles using "Leaving the Business with Dignity”. An initial long list of candidate projects was shared with the September CTP Meeting and this is now
| being refined for decisions on which to take forward at the October CTP Meeting.

: Branch y Allretained Crown
| Transformations 0 branches 230 branches branches
uansformed wransfbrmed wanstormed

Crown income on & monthiy basis with

Income substatrtislly below 515 management information from CTP and finance.

target

P...H.L ST— :
>

2) Long list of candidate cost saving projects in
development ‘
F hisi

1) VR offers issued and vacancies removed to ranchising ﬁ “““““““ &‘ ‘ X )
|We fail to secure enough reduce losses in “at risk” branches. 2) CTP aBlianphises lve Hlranchises lve T hanchizes v
| | franchise partners 14 Weeting have approved a number of aternative A aﬁ@ A
: solutions o mitigate losses. SSK Rollout

Targets not met for 280 kiogks rolled out 410 kiosksrolled out | 518 kiogks rolled out

- |business wide cost- 1} CTP meeting and finance monitoring and & aﬁ
reductions, pushing 4 | 3 |challenging back to budyget holders where CSC exits 34IFTE 41TFTE
jaliocations to Crowns over allocations are over budget. 232 FTE released via VA velease'?:i via VF released via VR
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2c Branch Support Transformation Programme Time

Programme Summary - To improve the support we provide to postmasters and (F;rotgrgm£m4e1 Sca+lt=§/R 4 COSt'
operators in the running of their Post Offices from the moment they join to the T.OS ) I Am( | tc b rl\r;t) h 2015 Benefit
point where they leave the business. imescalies - compiete by varc

Quality

suspensions has
e in perio




2¢ IT Transformation

Programme Summary — Define and implement a revised IT Operating
Model, secure a new IT supply chain and manage the safe transition of
services

Programme Scale

Cost C.£53 M

Benefits C £85 M

Timescales - complete by 2016/2017

Provisioning

POL00210245
POL00210245

Time
Cost

Benefit




2¢ Separation Programme
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Time

Programme Summary — to manage the delivery of Post Office separation of
business and IT services from Royal Mail leaving enduring business
capability.

Programme Scale
Cost C.£43.9M (POL only)
Timescales - complete by June 2015

Cost
Benefit

Quality
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3.1 Business Transformation — Transition Planning \OFFICE 4

October-December Jan-Mar

L QTransition
- Transition planning . .

—Align BTr design phase output with Board s and L&D
* Recruit
——Close-out 14/15 programmes > | change roles
——Develop 15/16 roadmap - Kick-off
—Finalise scope of 15/16 programmes > delivery
partners
——Allocate change resource >
. - Launch new
Exit criteria Commence OD (incl. L&D) > programmes . Entry criteria
——Establish TMO / DA and build capabilites  ————>  « Kjck-off TMO
—_Kick-off delivery partner procurement governance
meetings /
——Implement new risk framework programme
tracking

——Initiate stakeholder engagement (e.q. RM, Unions)  —>

—Finalise internal comms plan / material
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3.2 Enhancing Our Change Capability to have the breath and of'

depth to support the delivery of the Business Transformation OFFICE /
Blueprint il

Context for requirement

* As Business Transformation reaches the end of the design phase and the implementation plan
(blueprint) is approved, and as we will not be using a single delivery partner, we will need to control
and track the performance and progress of the plan

- To effectively manage the progress and performance of the transformation journey, the post office
will need to increase its capability and capacity for central management of the roadmap.

* The approach recommended is to engage a Transformation Management Office (TMO) partner to
accelerate capability and deployment of industry standard programme standards, tools and
techniques.

* This will ensure standardisation across programmes, with central management driving efficiency
and providing a platform for continuous improvement.

« This capability will be enhanced on a phased basis, starting in October & November with the aim of
fully embedding by April 2015 (see next slide)

®
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3.3 Transformation Management Office — Transition Plan ' OF[’:%SJE

Phase 1 (October - December 2014) Phase 2 - (January - March 2015) Phase 3 - (April 2015 onwards)

Post Office® CONFIDENTIAL



POL00210245
POL00210245

Appendix A — Forward Agenda

Transformation Committee | Content (in addition to Standard Agenda)

®
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Appendix B - Status of Previous Actions
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Open Actions from May Transformation Committee Owner Scheduled
Network Transformation programme to update KPIs following approval of the
programmes updated business case. Financial benefits of the programme that benefit

16/05/2014-03 Post Office should drive the Benefit criteria and financial benefits from the postmasters lan K Carry forward
point of view should be one of the Quality measures.
Open Actions from July Transformation Committee Owner Scheduled /Due by
lan K to provide an update to Transformation Committee (via correspondence) on the

22/07/2014 - 02 output of the Network Transformation model improvement recommendations. lan K Carry forward
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Appendix B - Status of Previous Actions
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Actions from September Transformation Committee Owner Scheduled /Due by
lan K to ensur e that approach to the Network T ransformation ‘cliff’ is agreed and aligned
to wider business strategies before 25" September Board.
October update:
04/09/2014 - 01 Options are being developed but are dependent upon alignment with FS and Business lan K Carry forward
Transformation strategies and will determine the ‘Network of the Future” and ensure fit
with corporate transformation objectives.
Harry C to produce a series of options , for October Transformation Committee, to
achieve Crown break even run rate by March 2015 (including close alignment with
04/09/2014 - 02 | Network Development) Harry € Carry forward
October update:
List of options to achieve break even presented at September Crown Steering Group
with decision on which to take forward due to be made at October meeting.
Martin G and Kevin G to ensure there is no contradiction between the ‘easy to do
business with’ metrics on scorecard and the customer satisfaction metrics within Martin G &
04/09/2014 - 03 | Network Transformation and Crown Transformation programmes. Also consider  the . Carry forward
: : Kevin G
most cost effective way to obtain data.
lan K and Harry C to quantify how much time, manpower and cost are being spent
managing Consumer Focus across Crown and Network Transformation. Then work with
Mike Granville to make recommendations with options to  October Transformation
Committee.
October update: lan K &
04/09/2014 - 04 | Quantification of manpower and costs complete, recommendations to be agreed with Harry C Carry forward

Mike Granville and presented to Crown and Network Transformation Steering Groups
before submission to the November Transformation Committee. The current agreed
arrangements with Consumer Futures are continuing with Post Office Ltd actively
‘pushing back’” on individual cases to ensure on track implementation in the NT and
CT programmes.
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Appendix B - Status of Previous Actions £ r;cging

G

Tge
R

i
e

i

o

ctober Transformation
Committee, update to focus on the change required in people and culture needed to
04/09/2014 - 12 achieve Business Transformation. Neil H Carry forward
October update:

Reporting will commence following the EXCO conversation on 16th October and Board
on 29th October.

jree

iy

con

tinue

3
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- IT&SMEs can  still suplﬂolrt the

" POST

Appendix C High level 2014-15 Capacity Plan

View of key Business change milestones & Business events — current month to

May 2015 OFHCE

i 0ct ] Nov [} Dec ] Jan [}

instaliation ef Selfesarvice Kiosks I

Mobile - branch

pilots online national branch

Mobile «full
launch

launch

FX Click & Collact New Travel
[ FSsub-brand ] Insurance

La o ch

Custom er tm pact
(individuals)
P o rd
re paid car [Fuslue\/mubn\e

[»\anucuuawen ] Fibre Breadband additional
launch (Fiiet)
g functionality

anHne Cash 164 l
Web 'Nextbest
action’
I Loans l functiona lity
|ive

Thinkbanking y
DA publicpilot
phase L
Custom er tm pact Mails online SME Credit Card
; faunch launch

(SMEs)
1elin t Int g s 5 Y
n ne training fanch viaw tool I ales Strate gy I
modules
launched
launched :

Business Transformation -Design
: ! rr: . ¢ ] [ Business Transformation -beiivery Phasae ]
Phas

Strategic Change

Crowh Branch
Training

Colleague tm pact

[ Relocate staffte new bullding ]

Contact Centre BelfastChange HR cervice
go live complete Freeze separatad
Faciiities P retn
service

seprated '
4 separated

CoRferus c_DP[nuz
Separation] eparation)
Release 4 R lease S

: P tm s Pe sk H

Support areas
tmopact

Custam er fm pact
Cinidividuals)

B

Costom er fm pact
(SMEs)

TS T6 BT ) e .
Colleague Im pact ‘ Network Change Freaze Fuil yasrpoR
Flanning ‘
i
Furdsh (pre- ]
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