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AFB'' 1f1R14f'r 
• ROYAL MAN HOLDINGS pli.e 

AUDIT & V"ISK COMMITTEE 

POST` OFFICE LIMITED -- I'ClL RISK AND' OMMPI IANCE ISSUES 

Purpose 

1 At its last mee ihr I c,-I)nmittee reviewed a summary of rt to Pf 
Compliance ( r l a rz d rry rail ', i ".t"tt r fl t 
the Novembe le 
purpose of this paper ii to pro mnlitl
preparation for the rneetinu 

2. At the meeting we will seek guidance from the t arrmrrmittee on 
would like from POL in this respect 

Executive Summary 

3. In August POL commissioned Deloitte and Touch.
financial services compliance arrangements. in,
Treating Customers Fairly (TCFI theme, The, .. 
the POL ET and an iniplerllentalion plan for tt)tlj 
to the POL ET for approval on 10 Novemh, is 

• Conformance standards in the N 1F°ir
and are not consistent with PC `I 

• POL may be over reliant on the Stank of irei
are protected 

• Work to embed POL's brand values of 'faire,
long way to deliver FSA's TCF outcomes. t 
detailed gap analysis to be able to demo' ips

The implementation plan will address all the issues raised and f ir . , 'St 
possible implementation dates. At a minimum POL will implen meet 
its TCF requirements and reduce its reliance on the Bank of l 
judgemental areas where POL will seek to exceed the minimum require' 
authorised representative without necessarily aspiring in the immediate tar 
level required for a fully authorised company. 

4. FSA has challenged whether POL fulfilled TCF I 1 n launcbinrl tt , .ost Office 
Christmas Club as a product that is not covered by UK or Irish depo~ , ; 'ction schemes, but which is targeted at 'vulnerable consumers for whom, they argue, such 
protection is essential , POL and the Bank of Ireland as provider do not believe that we have breached any requirement or principle and, fortuitously the Christmas Club funds are now secured by the Irish Government guarantee of Irish bank liabilities FSA had sought to involve both HMT and DBERR in seeking to influence POL and we have agreed that we will review the structure of the product to see whether we can bring it within the scope of the Irish protection scheme beyond the expiry of the guarantee. 

5. BT Wholesale (BTW) have failed to live up to our expectations in delivering a fully 
managed telecoms service for us. As well as damaging our brand and our 
subpostmasters' confidence in promoting our telecorns products, failure by BTW has meant that we are in breach of Ofcorn requirements in relation to publication of 
Quality of Service measures and accuracy of call metering and billing An Internal 
Audit review completed in August had an 'improvement required' rating. We have 
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6. POL's torecast for losses from controls and ortrpi ari. ftailr.ii Ior 1, k)'k i5 ;` .

That is broadly in line with previous years ir I or plan for this year, but within 

that losses through physical crime irobbl ,own whilst discovery of 

subpostmaster fraud is up. The latter is in p. r _ more focus , ,d 

investigation but we think this trend will 1 I iea. rt by setE rlor il l j nic 

conditions. We have also id' rtified rr°~ i :.,., I~. . ~Y°r~rsr} t' by 

branch staff in calculating t1 'I inc+ i 

refund up to £615k to custl 
reached £200k per month -- cur i c, lion lk
steps are being taken to provide r anent soli i' 
Unacceptably high levels of 'stork :adirrstmmrent trran. 
been identified as a means of i ' ; . II I H i ' . rl I our l : 
intentionally or not. Manual corre i r , I ,,
system solution. 

7. The POL Network Efficiency Programme has been establish to the 

recognised need to achieve a step change across all aspects ra° 
and compliance. Key elements of 08/09 activity - undertaw r w' 
significant improvement in performance in 09110 - are the

• a clear standard index of cnnfcrmanro and comp 
business and 

• A revised tough but fair consequences pol l

8. Following POL ET's review of POL's Top Risks the following risks have 

• POL runs out of cash - e.g. where cheques are not despatched r+.. ' 
receipt by branches POL will not receive proceeds to enable.

with product owners on a timely basis. These difficulties were 
during the recent October launch of a Post Office Growth Bond, 

• POL does not secure funding for post 2011 -- this is now on the Critic'
there is a minimum two year lead time based on our experience of ag:

and obtaining funding including EU clearance. 

Detailed Report 

9. In the Annex attached to this summary is a more detailed expl .arra;. rl I _I°.l of the 

points covered above. 

Peter Corbett 
Finance Director.

Post Office Li iittd 
November 200 
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1. Financial services compliance arrangements ;paragraphs 1 — 7) 

2. Treating Customers Fairly (paragraphs 8 10) 

3. Post Office Christmas Clul. i,paragraphs 1 1 - 1 a) 

4. Telephony (paragraphs 160 21) 

5. Losses (paragraphs 22 — 26) 

6. Network Efficiency (paragraphs 27 — 32) 

7. Top Risks (paragraphs 33— 38) 

1. Financial services compliance arrangements 

POL ̀ s role as distributor rather than provider of

POL in the position that it should be able to rely On

take responsibility for regulatory compliance in rep ,t their prcrcf~,: tti

in most instances. Following this model, the Bank of . land (the bank, fake. 

regulatory responsibility for POL's compliance with FSA requirements for 1,

regulated by FSA i.e intermediation in relation to General Insurance an.f ~ . 

products. Arranging bank savings products is regulated by the Banking Code 

Standards Board and POL must follow the bank "s instructions about the way in which 

these products are introduced to customers to ensure that the bank remains 

compliant with the Code requirements. A Regulatory Guidance Manual issued by the 

bank to POL is intended to provide clarity for POL about what it can and cannot do 

when dealing with customers. au i i rjC 

2. NS&l are not regulated by FSA but are also a voluntary signatury °.o the Banking 

Code and NS&l look to POL, through their contract with us, to enable them to meet 

their obligations under the Code. I ~II (ii 

3. For bureau de change and money transmission services, POL itself is directly 

accountable to HM Revenue and Customs (HMRC) for compliance with anti-money 

laundering statutory and regulatory obligations. And POL has recently become a 

signatory to the Banking Code and a voluntary participant in the Financial 

Ombudsman Scheme in respect of its bureau de change and Postal Order services. 

4. Whether fulfilling indirect or direct obligations. POL's strategic objective to build a

viable financial services business, and its reputation and brand values are put at ris 

by non compliance. To ensure that POL is correctly positioned to manage these 

compliance risks, we commissioned Deloitte & Touche to undertake a review of the 

adequacy of our financial services compliance arrangements both against regulator 

requirements in relation to POL's role as distributor, and against standards reflectin 

industry best practice in compliance. l I I l l l I ~I .I I lJ l °' III I I i }i? 

4 
5. Key findings from the Deloitte review, as presented to POL ET in September, in 

racinarf of rpmilatnry responsibilities were that ih ,l lhi l l l, l iIi.I iii~:_ ial 
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w"J s pwllrni ', and standards are apprc r -i .-~' ~ 1`~E;e with 4, ",,ornb:Trance r i rements in the POL brar F oo fscantiyy sort of those that FSA would look 
alkarntion of some aspects of regulatory respnn be rvF.4 raiiu t providers is not documented in a reem c,., JNItt1 tho :lec'> 

or =ndustry' good practices they noted that:
f'„.re appeared to be an acceptance of levels of non conformance that were room stent with PO ,s stated low risk appetite 

'nk freguenr.'y+ of audit in branches is low with a large proportion of branches 'r, like  to receive a compliance audit where they are perceived to be low 
Ml fear Iire managers about compliance is not put in context with other 
basin rrrdir:ators, and 
the Compliarrr:e Department does not have a role in areas where a omrapElaance functions in an authorised firm would have a strong involvement. nr,,arl, the allocation and fulf Iment of senior management responsibilities or prudontiai systems and controls'. These are areas that are largely driven by PSA' s Pr.ricrales For Business as distinct from rules directly applicable to r'f:t ;fat iterg 

ar*ITktrre also sI : : : sted that POL shou'd consider whett- oliance on the Bank of
dance ance is the best strategic poi, ning for POL. They said p. 

^ln where the banks and PO nterests may not be wh or' aiqried , ! that Po1. nr, ^ider segmentation of the branch to d ft Orn ate be 1 level of business that would 
ensu, lequate 

,educing ; :rts by restricting tl r t alarl 1  r i a.. cc the latter ty'_ ` i branch. 

I r rl. l Ir fr 'J !r7 c t x-;li , f R, tkl e s all those Issues An Implementation plan to rl ' 1rh , , ( r 'i ; l i d  rk~ l ~' FTkP r7+e Ilia  +n cs beriq ':Jevelopetat the time of writing and will ~Ik IL,F 1 , F #:;ri l." th r r„ip-'ca a1 o• i ti. emher This plan will give priority to I 1 u'? Ua ti a ld as rrc1 ,1 !Pu lay  'tly aapl c.ahle responsibilities and will ensure rl l irin c R t c, i  !r li Ilia ai , ~_d 'r 'krTtrr g."~ t ~ :irrirr nts below on Network r~ Icy, I a . r' rt . i t Kati n w u r la,rk roc tratras necessary to address Compliance 

1'r4e ti11q 
„

0 °' 'L i P'I'Atilr i F
 k ~ rt pears to its retail theme of Treating 

T,I t rid as a r pi. ria N' by F glai  sellinq scandals` irn t k to f  li R ~ t It uad ot t ,cc~, ~e customers The FSA has i brl$ wit f r ~ : ' k s to : tile, to 

lIlt 
l lrn4r'~ Nti"' I rl 'C1 u~ "^ II': I li> ',r i~ _ 

Ott F SA uigui`3, 

Ci3[Irjh t ie w 
I ~ tt tt5rn« r x 'ne bank 

I ~i I Ir~al l a ~P91i I 2r' r It :I J nt : r'I 1 r' teriai a{ta# t i pprov I rr i ~lll rv b'~u E ltl?or "J U') eu two@'d r4 r t #":. Y' ?Arl a r Y sis of hi hank
, ::i r it 9 f i(` r° fi iL.kwa a li b ~`, r') acr1 n r elai:k,)n 1,o 

I I f oo,~ J . .. a 0a try it • e a 
roe E'u1Ct t'Jt1 ~I °  ci ;1 al r 'mli u;  t FSA s broader T ( F 
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r ,;;rem~ar t:5 1c,r authorised firms They concluded that the POL initiative to embed 
r r i>,I letter as brand values in all that POL does, was likely to also meet 

:F p 
I 

rectations in relation to TCF. They recommended that I ' I I 
tween FEB and TOF should be documented and any gaps iii J 4J; . 
.-used to ensure that POL could demonstrate culturally 

at on of fairness for customers in senior management 

.)rced through inclusion of specific TCF/FEB 
lilt in to. -nagement process;

• n 'tl 'c.aid hr er evidenceTCFJFBB delivery; and i
• f~l-~ ~~.~ in Post Office branches should be . `"? 

n~. tb ned to tinowledge and reduce risks that advice 

4.1 . 111 l"a .Irtjr > s the e recornmendatior s. +mill be included in the implerront:;tK. n 
f, p'k~ . lte re :ew 
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14 .ernment --i 

''ids h;r' k c

nil r> a ^earn with FS,A d that so tong as the 
r garrt the funds as secure and that they did near , 'pose ur,

,i' t nhl that changed We restated that we were in a, -Ise see:ic+.`,q guidance from 
I" 'r stn Deposit rrtectiOl Scheme to enable a , ,,, ON -r any i:- dd be 
r ads tc the stru ctl.,'re of the Ch;r'strn s Club to ape 
aq„drti h- t$-0 '1n s+cheme. 

~I ' e are novv progressing thosediscussions with the Bank with a view to introducing 
1 a c' 1a qes fr,:n~ the relaunch of the scheme for 2009. 

4. Telephony 

H errePhir;rts ar{d Broa,:Iband products are provided by BT Wholesale (BTW) 
<i, . ma'.r gec SC/LCC 8Th undertake end to end ~ t activitie.~. n~ , i ,~, ding customer 
t:i i .l r,,a11 centres and appiiration processing, servicing and ;lints handling and 

i i w I rk# T`ler 
are comprehensive service level agreements ai r°?npliance 

.;rga 1 I gas ice, f'CL s contracts with BTW. However, BTW has s Fla ; is ci to deliver 
, r, r;rlatS stani ,lar= s Ir many areas since the transfer of this business to them in l Keith er .act year resu tinq n poor service to our customers, breaches of 

r ilau ry rerjn€ircrnents and dam age to confidence in the products in our branch 
data+d~'r , tIC,l._ t:.lev s that F Vi ha 'e been on a steep learning curve and we have 

t 9 wfv wwvltb It err' Ic pr anti e, actions and focus on delivering service standards 
t mar'; r l r r`rgn ire that P(L has also not tackled BTW in the most 

4ds a' u 'i ~' ey it to t A1ed t r ° vId 'tit inf ' rr cI" agerent of BTW's delivery of this 
r`srt nit Auqu aovement required' rating. The most 

'H M' tr'`ri the 't ra ract : rk' 

rn a ;.0 rl I .,. r. r,. t th" - 'I cc 1;;}'"4S i 5 vwlth BTb' ` can split across Marketing and 
;r' ! ; ir 'n>H a rinni tlrFi;t in or ' iplicated activities and of poor 

: sled and all 
:vv focussed on the 

i ':'> h Al 1t el C4" i' 1 i'e°)t'" Li:;Mr ;  ~7 Tlrlc+ nh o  AI A I rv,r nivrlrl hy 
ii LII it H at ii  i It y .lii .t t 1' i'~ 

1 1 'a, ii i iN• ';k b !x, , vI'r'`dcc nse T 

1 t i y I;a 31," ,i " 1V,z :iRf s,lErkI'y ,ir

nm r Htt3flH Hit_. 

i t t ! of our 
r I' .PI : r'I:':'; t 1  f t:4f i r ' a   ;1 t -.  s .irea 'iigricr priority ft-)r' BT Ù 1

n1 ii is . k ae i ^a rin E4 ei"'m tf t larger providers must meet iri 
1 11 1 I ' ,t I L i r ; 1 F4". r L, ,~ I1i•.d L al!"g awl FQL. sbcH'' '7? met those 

=. gel , d-H- ' I ' 1 I  ti t ,j . .,:I "a^A ' it t II t:l1 l I ;l 'dear BT' ' ha - r :eddifficulty
.

1 ; q i ~ _ { ,,.,P i I e `~I]s irCL, ' c nad  ~rtr '1 to 
u 1 I~,.I ,w 

' 1,..,. ,N r' "l,i , II `. I..;. r I+ +.. " r~ ..~.anr . .r ... ~vr n. r;:~~u~: ~~i~.~th~+~t, 1, rvrt,es_ This 
t X 1 r"I. °'I I ;: n . .l ,f.'q. . i t 

t d 
h .I' "a-̀at i i i I e an t'n—at th , t.H''L: r,1(" -L)f 4is tf6cat 

a a k t i a 20 at iw, LIr:e tre'i` frurn early 2M 
L' . ~, ' I

 
, 1 "H' ' T a °<: L:Lr' i.a ! ti ot r. n t;: r ~r;l:rr approval fir" 

t '" I I I: ri r l ,Lt ' 'L' ~rF IG4r'ir o f out" LDCr "u'i 
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the regulatory breaches, we have kept ()from 
• a erienced since took on the provision of our not believe that, in respect of either the quality of isrnr a contemplating any form of investigation or ~th r they ha''e~e uornmented about the high level of calls they d 

r" =rs about billing problems and if we fail to deliver on in the number of unbilled customers, they may feel that there is a case to rivas1 pat s 

21 . =tinder our contracts with BTW, they are rn for financial losses that arise rorri b Il ri rf failures and there will be instar . . _ ; we have not been able to bill ri der call c arges and line rental because Ofcorn limit the period we can bill for. We intend to piasue settlement from BTW for this lost income and where possible for ueratriscrri service level failures, 

5. Losses 

22 r='DL incurs fosses from controls and compliance failures in its activities through: Robberies and burglaries in branches and attacks on cash in transit • F rai.:jt and theft against POL by customers, staff and subpostmasters 
• f ranssraction processing errors in branches including cheque collection • f,tc,ck mis...management and write offs of uns r! it f,:
• Bad debts on `elecoms products 

fir= i; i we riir entiy w'pe erns to amoti " . 5m. That is broadly in line tl t r e e t years  and the ra a e lose ed difficult to reduce. Some fi', fps rrri nt'li end ed by eater i ictors ~ ,rig on ~r7 ri<i ~~ I l economy ~, 
le we anticipate that 

and contraction of bank lending will increase the i i ,rl If sribprri Im,'aster fr . others are the result of weaknesses in product 
L! t,

 •t i'; ~.' '~..`i,rilt pi >, tate fraud or make processing errors more 1 ~4 1v 

rs s irk  . art last /ear and an , n i  ~ n underway since ° inr i° 3r Its ei 1kx aI k fix reduction tl` ;nr`luded i in va l'at9 ri hn :r 1 m y :s 'ft LI:a_dss t ~ , g branch l SCR, tek rtor i1 m i r Bs.M a,M iunnt a il, fs +u , 1os5e5 triad ~ ~ in it re4 rrs f r'fK 

h ~.I~.,; Nt- ti urk in inL)gement ~ 1 .,, I tiav h + t :i t d r+ i r, ~~ ~Ii ~; t i n , ~ ,. )re still running 1i err ,vi rm u. rther , perform ing Is ga r. 

I g y r;Pr u I ,. "i Hid Hid G mom Anil; tli i x Cheques values to hide ai u1 Pt oJ 1 'ti v i ' i H's ks t,> it', bra ' ft;f • t, end of period 6 this ~i'I ~11i iii" %r r 11 4~ K 2 d' l ar. 01 acC'. y DariC:tk"'s, in 633 tl. k a • f' il l d  wr N iscc P t;i i ri or n ri ideori  • 
r h,~ r  is r, rug of all f rl ~r. tit ue SriIrifI  I~~ ,I , I ,6 ; out~ 

iris Ci tr  ti • ,s These ri P>>I i etiik'' . n. 'i 1 ins a prit r 1 tN r and th, . 
• ~ 1 .d l rre~s of tt~ ; t ai ~Lt I r diarii Ermmnple audit ave ri ver time 

,. rriu. srririi rusk i ,ern atei3t in thgt t,- + t 
t IP 1 P di 1f" "i wlrr Fk E f . F i r 2 r.3 r rnr it"; 

Gay ,n n~ dr l }~ lay 
6 1 op n1 rriproi the tiw;tr4 ri ri of +,'r; ttir,i d I.;.1IT i~%a II " 

I I sr .{b I 'm.: i' r~`a ?t .̂{,, I' 
~+ 

aupp,rt J)' -vva of . I I~ wNi .i  tel l _p '}1t_r fit. °ew'b` rl rrpo'   J. tar arid lire nature 'if i  Ha s }5 u u°, fn ~ n h i . 
i ors to enable there In soar :h .~ ' t.. ,. _i i' i ...l:~ ~ 

r I. ,t.. H1'_ 3 .el,w a1 „! ., it"r; ~,li~ r" all ","> 
7.. 
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q ~. 
ill ,I ~ .. , ,~:. ~, ~ , .::, 1 _,,:. .s,•.. recovery ac amst :sub,ostmaster losses utilising POW  t the Proceeds of Crime Act £ f m has I)P n recoveredand an additional accredited Finan ,ial Investigator has 

to date tl
 been taken on Iiresources to prosecute and recover

26 Product specific loss issues, 

• Stock adjustments, Branches perform some } ,, ~ , I I ~ ; i t  r it i ji transactions a year, In almost all cases this i r~;, ,, , , ~ 
` correcting accounting records They are t ,r 

It 
yf l icon  in Horizon for ease to account for other thrr r and th ,reverse that out by doing a "stock adjustment'". The three r I ie I ~ - booking in stock from Swindon -T but using stock adlustnrf.a lrtof the "stock remittance" icon, 

r' reversing sales entries again using Istt`nertts" instea(the reversals icon; and ~! 
Stock quantity errors -- e,g. bookie t it ells of 1,000 stamps as 1„000 rolls. 

A stock adjustment transaction will change the reported cash position ors Horizon and branches may be using this transaction to fraudulently ;iri. Iji41i iIhiimanipulate cash balances or may merely have been surprised to find Horizon telling them that they have a cash surplus, 
I I I I l l i II I I I II I I ! I! I l l f l l i III !° I l l l l! l iJ II I !r II I

Transaction corrections are being processed going back over the last 3months to recover funds from branches and POL has stepped up its controlsin respect of these accounting transactions. We are also discussing with RML the impact of these 'adjustments on our accounting to them for sales of mails products. The cost to POL this year is estimated at £1.2m.._ 

Savings stamps: POL's Savings Stamps product is parer b1rd wr h' 17 l branches selling £5 savings stamps that customers thin attach to a card and
k., ; j 

retain until they want to use them to purchase products or servoes 'n PO branches. They cannot be 'cashed' either for sterling or curr rrj.;y an hen ePOL avoids being considered to be deposit taking_ Branches are r urreet to ;isend redeemed stamps to POL's branch accounting team t hat tearn havt, 4.t recently stepped up their checking of these returns and have reduce discrepancies from inflated claims or failure to return stamps from t 215k to£60k per month. POL's Marketing team are now reviewing whether thisproduct would remain viable with improved security from bar coding stamps or whether there are other non-paper based products that could meet customers needs more effectively 

Travel insurance refunds: POL discovered earlier this year that there wasaround a 6% error rate in branch calculations of travel insurance premiums. Data identifying these errors had been in POL's hands for over two years and' concerns had focussed on the Possibility of recovery of undercharges from Subpostmasters, but some 50,000 customers had been overcharged in the period for data was held. in keeping with POL's brand value of fairness and to meet FSA's likely concerns we agreed with Bank of Ireland that we would IIl ~irefund up to £615k of premiums to customers. The bank briefed FSA who H confirmed that in the light of our action they would not investigate or take other action. These refunds have now been offered to customers and we have so far paid out £375k. Calculations will be automated through Horizon from mid November which should remove the risk of this error in branches, Costs of jd i writing off of both under and over charges and remedial action are likely toexceed £2m. 

Ih III I~ 
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Post St , , isiran to f t; c~r 4 tl> Ito 1;usl Shop `)fi ri,,~

electric ! ;ts and to drop the much w"r r,-,i r ii '  , , p electrical ; no utlis ~ will involve write downs in v iir ', ' ' 1currently estimated it I 1-NIiere possible old stock is her ,t ] .1 t Isuppliers but much will tai disposed of as having no value, 
6. Network Efficiency 

27 POL has over 45, 000 people working at = csui to  CIt1h hr, r ~ three quarters of those are employed by someor ,, in circumstances where we have little control ova 
keep branches open we have sometimes had to accent little if any experience of running a retail outlet or of t. has traditionally accepted that the level of non-conforr,i. <~ cost of running our business, We have carried the costs f,1 , r i ~ "transaction corrections, of employing staff to investigate and c rtransactions (currently over 40 staff generating around 1'70, 000 cr,rr. of having more cash held in branches than is necessary, of settler ' 

O because branches have held on to cheques and ,r , ourse r ' customer care teams about service in branches 

28. To deliver our 2011 objectives we cannot ignore the potential savings from driving up conformance and, equally we need to ensure that failure to meet statutory and regulatory requirements does not threaten our ability to deliver sales and income. FSA. Ofconl and HMRC all have powers to require us to stop safes activities and will do so were they to find that we have systematically failed to meet their standards 
29. To tackle these challenges we have established a cross functional programme as part of POL's 2011 Strategic Programme with the objective of optimising benefits from conformance improvements and achieving a step change in branch conformance. This programme is known as the Network Efficiency Programme and is working across both Crown Office and agency networks, Some of the key issues and deliverables are set out below. 

30. POL does not currently have a single measure or index of all aspects of branch conformance. We have in the last two years established a regulatcry Network Compliance Scorecard that incorporates numbers from branch audit activity,compliance mystery shopping and monitoring of all over £5k bureau de change transactions for identification compliance. A single reculatory compliance basket measure is calculated from the Scorecard, but that measure does not pick up other broader conformance measures such as the number of branches exceeding their expected cash holdings or the number of transaction corrections. The Network Efficiency Programme will address this to create a new composite measure can be used by Network line managers to focus efforts on failing branches and track improvement. 

31. POL typically has between £400m and £600m in cash held at branches at any time. This is inflated when additional one off benefits payments are being made and is currently being pushed up by the roll out of ATMs and an extension of bureau on demand branches, A number of specific activities have already been undertaken to drive reductions in overnight cash holdings (ONCH). These have included improving management of cash in ATMs, where we are seeking a reduction of £25m in ONCH and action to reduce cash holdings in Crown Offices and 1500 agency branches thought to be holding too much cash. The Programme has also used this as an opportunity to deploy LEAN methodology to look for further savings opportunities. 
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Post Officet irrtrt iirir,tly, t' rinfir..lert al 
32 r nrk ~a c In POLL s approach to conformance to date 

 bas been that It has n r"oarh to enforcin rranformanG e with operating procedures. "amme is now looking at communicating andpolicy that sets out for both Crown Offices and ~l l 
to persistent or serious failings at branches I .eve to ensure that Outcomes 

L. 111 

i  

III
I' ;i I a8 

'III ' ' prnpci . a 
e iarr F 

are seen as fair and dal; II II want to seek to ensure that the NFSP is su illl Mill ~;11. pprartive. The i
r 

:' on wilt be tO able to pull together information a IIII' ill; ; bout 
warnings an, 

,Srurces and hav 
erpoints o gg e a formal process of trigger for er the I ~,~ III. " u i 

tf at action t= 
hra~~au 

im P'_ 
active Policing of standards will be lertakin,  : activities 

3~II ill II + r,~ 
err n_ lrrr 

(for example p withdrawing~' a postmaster appointment, will lead to I;' ll' 
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target.Further savings are expected to be delivered through efficiency savings in 
Network and Cash in Transit costs and POL.. has done well in the recent past on 
delivering cost objectives. However, reliance on cost cutting to hit plan objectives is 
becoming increasingly difficult and budgets for 09/10 may have to incorporate lower 
headcount targets across the business. Inflation pressures on costs. in particular staff 
costs, would exacerbate this issue as will increased pension contributions by POL. 

38. POL's current funding acareerrent with Government lasts until March 2011. Based on 
our experience of the length of time taken to reach agreement and obtain approval, 
and the extreme impact of failure to do so, POL ET agreed that this should be added 
to our Top Risks, Modelling of what may be required will be undertaken in this quarter 
with 

a view to developing a strategic approach before the end of this financial year. 
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