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Post Office — COVID-19 & ‘Setting the course’

Introduction

1. letmeget straight to the point.
2. The COVlD-lQ outbreak affects Post Office as it is affecting all our lives.

3. lwantus to be clear how wé will manage together the risks we face whilst enabling
our Postmasters to keep serving customers, in partlcular our vulnerable customers,
at this tlme of natlonal ‘emergency.

4 This is our number one prlority‘for the coming months.

:\ 5 : | also want to recogmse that notwn:hstandmg COVID-19, Post Office has additional
- challenges to overcome to secure its future in the diffi cult and complex markets that

we operate in.
6. This week marks six months since | joined the business. ‘

‘ : 7. ln parallel to how we will handle COVlD 19, | want us to be clear on our strategy as
we set the course for the future.

8 - ‘We must work together to see us through these uncertain next few month and
~ deliver a sustainable Post Office. ‘ B

- COVID-19
9. Let’s start with our plan to tackle the COVID-19 outbreak.
~10. Fo

11.

12.

13, Our Postmasters dest  particular thanks.
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14. Every day of this week, I have learnt about new local initiatives being spearheaded
by Postmasters to lessen the impact of the current crisis on their communities.

e Postmasters knocking on doors of vulnerable customers to check they are ok.

e Postmasters working with Post dfﬁce Card Account holders as tHey nominate
a famiiy member or carer to‘h‘elp get the cash they need for urgent supplies.

° Postmasters offenng to recewe and hold more parcels and help get them mto
the hands of those that need them.

This is Post Office at its best.

1€ We rein constant dxalogue with the Government about how we can use our
- network the UK's largest retail network to support the pubhc better.

- 17{ For now the priority is to focus on supportmg our Postmasters and provzdmg them
- \thh practical, up-to-date information daily. i

: 18{ ‘:{Eheir health, and that of théir customers, is our‘pricrity. ‘Where Postmasters are
themselves vulnerable, they should self-isolate.

19, We will support them and find the best ways to ensure their customers can still be
 served. ‘ : : 0

20, lamalso pleased to see that the Government has announced strong financial ;
support measures. ‘ :

2 7

resplte from the burden of busmess rates - combined with cash
0 through local authontnes will reaﬂy he!p the small busmesses run
22 - | ‘ t rnment is also workmg hard to try to fmahse further measures
L ‘ | business to contmue to pay staff and these will be ‘
announced shortl
“ Vérs‘i‘c‘m 43
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23.  lalso make this commitment to Postmasters today.

24, No Postmaster should wbrry unduly about gétting paid.

‘ 25. For the next three months — April, May ari‘d June — Post Office will be making
additional funds available for postmasters who have suffered a loss of trade,

through the creation of a dedicated ‘COVID-19 Relief Fund’.

March remuneration payments which are due in 11 days will be received as normal -
they are based on the sales period Wthh fmrshed in February :

; And fixed remuneration payments will not be impacted at any stage.

. The financial allocation within the relief fund should help meet the gap from any
potential loss of variable remuneratron ;f footfaﬂ declines.

29, We will be advising branches shortly what are the criteria ~f0rapp\|yihg for funding.

30 \‘ This will be as straightforward as possrbie and driven by the varrabie remuneratxon
~ levelsof their branch. ‘

31, lwantallofusto ensure that no postmaster feels they have to close their doors |
. unnecessarrly though thrs natronal cnsrs :

32 Working together, we will ensure that we can remain open for business and provide
_ the vital services communities across the country need — not Ieast access to cash

~and banking services.

~ Postm: d customer first attitude

33 do this - as leaders in Post Ofﬂr:e - if we ensure that we always put our
‘ nd customers first. |

34, That should be our attitude.

. 35, It shé@ldpgma e every decision we make.
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36.  What is right for our Postmasters and our customers.

37.  From my review of the business as Cheef Executtve these past six months, to achieve
that we w;l need who!esate reform. ‘ :

38. lam unapologetic. This is ‘noft the time for tinkering.
39.  We need to reform our culture.

We need to reform our opeirations.

We need to reform our business strategy.

The 2020s provides the opportunity to reinvent this great national institution for the
modern age, ensurmg lts relevance to all communities of the UK.

But it will not be easy as we must maintain an equilibrium between often-competing
mterests ‘ SR : ~

a. The Government as our shareholder, rightly expects us to safeguard public
money in our network and reduce our reliance on subsidy.

b.  Yet our customers want us to be present in everyone their communities, no
matter how remote, delivering high quality services relevant to them. :

c. And our Postmasters want good products, simple pro\césse‘s and decent
remuneration.

It balance is currently out of kilter with modern commercial practice.

the imperative has been to restore ‘a‘ lossémakihg business to:profit‘.

‘ 46 fitability became too singular, with the result that insufficient time
. m}ed to mamtammg that dellcate equahbnum
: 47 . ln partncular, the'b : nce;shlfted too far away from the vital experience of our
greatest asset, our Postmasters
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Over the last decade, the high street has changed dramat:ca!fy Post Off:ces have

‘ changed too. But we have not always kept up.

Most of our agents no !onger run a Post Office providing sélély Post Office $erVicéS,

with the unsustainable costs and overheads that model implies.

We have rightly moved to a business model whereby, running a Post Ofﬂce includes
a much wider retail offermg, such as a convemence store.

Today, you are more hkely to fmd food and drink sold in a Post Office than
envelopes and stationery.

~ As former CEO of Nisa, | saw entrepreneurial convenience store owners viewing Post

Office as another supplier. An important one, but nevert‘h‘eless one of many.

I do not think we have fully understood thls change and modermsed our culture and
operating models to match

e We did not do enough to support a ve‘ry different type of Postmaster —an
entrepreneur with a wide retail offer in a very competitive market.

o We did not show enough curiosity about the practical, knock-on implications of
moving Postmasters away from fixed to variable pay. : ‘

e We did not invest enough to make it sufficiently remunerative, having radically
changed the formats in the business.

In the process, we became rather dist.‘an‘t‘and hugely compl@cated for Postmasters to
work with‘

ln short, our focus on the needs wf our Postmasters got lost and, in that dafﬁcuit
equ:hbnum | referred to earlier, we aﬂnwed things to tilt far too far away from
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Addressing the Past

57. HoWever, 1 am‘deeply‘conécious that we will not be a‘b‘le to move forward and meet
the needs of the 50,000 Postmasters and assistants working with us today - and
indeed their successors — until we have done all we can to resolve the past.

58.  After long discussions with former Postmaster Alan Bates and his colleagues, we
‘were able to reach an agreed joint settlement with all the 555 claimants to resolve
the issues in the Group Litigation.

59. Beyond the ﬁnancial‘aspect of the settlement, we also undertook to establish an
historical shortfalls scheme.

60.  The scheme will provide any Postmaster, past or present, who was not part of the
-Group Litigation settlement with a simple, accessible, and fee-free route to
addressing issues with past shortfalls they believe were caused by the versions of
Horizon criticised in the litigation.

61. From next Monday, the 23" of March, that scheme will be open to receive
applications. :

62.  We will write to every current and former Postmaster and launch a national
“advertising campaign to explain how they can apply to this independent scheme.

63.  As agreed with Alan Bates and his colleagues, applications will be open for at least a
three-month period. We will keep this timeframe particularly under review during
the COVID-19 outbreak.

Individual cases will be investigated and assessed in the light of lessons learned from
the litigation by a body completely independent of our day-to-day operations.

__If an agreed resolution on specific cases cannot be reached, Postmasters can use an
~ independent mediation service to try to do so - we want everyone involved to have
the opportunity to have their disputes resolved.

‘errsion 43 .
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In addition, we are co-operating fully and tr‘ansparently with the Criminal Cases
Review Commission (CCRC) in thelr review of criminal convictions of some former
Postmasters : ‘ S

We understand that the Commissioners wlll meet from next Tuesday (24 March) to
decide the next steps. ‘

The CCRC is wholly mdependent and receives appllcatlons dlrectly from mcllwdual

- Postmasters.

Post Ofﬁce will, of course,‘ respect the decisions made by the CCRC and has not
sought to influence the outcome of these decisions in any way.

Ultinﬁately, only the Court of Appeal can overturn criminal convictions, and the legal
procedures exist for a reason.

While | share the frustration of many in relation to the time these matters take, |
also recognise that this is extremely complex work that must be undertaken
carefully, mdependently, and with due process

Taking Action Today

Just as we shoulder our l’espénsib‘illtieslfor the past, we must also lead with purpose

- andclarity.

‘ 73 To do thls properly, we need to go far beyond giving what Alan Bates descr.bed to

the BELS Select Committee Inquiry 10 days ago, as anew lick of paint.

- Weneedt Sl:lflp things rlgh‘t back to the underlying structure, make the necessary

modifications to he design, and ensure that it is rebuilt fit for the 21 Century.

‘the business on its“head. Changing it, from a model that was

We are gomgl:o ‘
and control, to one of support and service to our

Postmasters and customers.

This is fundamental —an mission of everyone gathered in this room to deliver.
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We will help our Post Offices across the UK survive the COVID-19 outbreak.

~ We owe it to them to help them emerge stronger with a proposition that drives

footfall, makes money and develops their business, delivering for our shared
customers in their communities. ‘ : :

‘What does this mean in practice?

Well, I think there are three broad areas we need to address:

1. achange of a culture at Post Ofﬁce, becommg one of service to Postmasters and
customers; ‘ ‘ ‘

2. greater transparency around our commercnal and fmancual strategy and what
we mean by success; and

3. whether there are new ways in which Postmasters can participate in the business
more fully, providing more involvement and better incentives

Culture of Service

81.

82.

&5
- iiwhichwa launched last year.
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Our focus for the future at Post Office is on the business-to-business proposition
that we offer all 11, 500 Postmasters, helpmg them deliver excellent service to the - ‘
104 mllllon customers that come routinely into their branches every week. ‘

I want us to listen, learn and better understand the complexities of their businesses.

We need to focus on ensuring our proposition is easy to use and simple to access
and critically, that we offer a consistent service across the branch network

We've already taken a lot of measures to reset the relationship.

Qstmaster now has support from an Area Manager, a nationwide programme
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‘ helpmg Postmasters develop their wqder retail business, not just their Post Ofﬂce
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We have recruited 15 people and repurposed 34 people from within the business
amounting to an investment of £2 malhon in our new 94 strong area manager

network

They have regular contact with Postm:astérs, helping with operational issues, day-to-
day advice and support and someone that they can run ideas past and ask question.

| pay tribute to our Area Managers right now helpmg Postmasters tackle COVID 19

and keep Post Offices open at this time.

We've also made changes to our trammg programmes with more people taking part
in online modules ‘ ‘

Classroom hours have been increased for new and current Postmasters.

This will increase the quality, duration and availability of training for Postmasters,
amounting to an additional investment of £1.2million.

We re also running a pllot trial of busmess development training, which is aimed at

The initial results are positive and I'm almmg that this programme is rolled out
p

across the network in due course

- Wealso, of course, need to make sure Postmasters are fairly rewarded.

Remuneration héd already been increased shortly before !jeined by £20 million.

To my mind that wasn'’t enough to. reward Postmasters for the service thaf they
eliver to our 10 4 million customers every week.

5 we increased it again — by a further £17 million.

that from 1% April 2020 onwards, Postmastei's will see a 10% year on
heir remuneration. P
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We've also secured more customers walking through their doors every week
through the exclusive bill payments agreement with British Gas.

Over 200,000 customers are routinely coming to Post Offices up and down the
country every week as a result of this deal. ‘

Over 10 million additional transactions have been processed in branches since
Christmas, strengthening footfall in the first three months of thxs year.. ‘

We will need more such initiatives to counter the impact of COVID-19.

Transparency about Commercial/Financial Strategy

And all the more so as over the last five years we have seen very little top-line
growth — with our revenues flat at around £1bn per annum.

Whilst we have driven efficiencies and cost savings toi reduce the subsidy payment
that we receive from Government, we now also need to think more creatively and
strategically about how the business can grow towards a truly sustainable future

once the COVID-19 outbreak has passed.

That is not to say that the‘reduc‘cibn in our costs was not necessary — it plainly was, ‘

and indeed we will be strengthening our efforts, but we can’t rely on this alone.

Growing our revenue, then, must become a medium- and long-term preoccupation.
: After all, our Postmasters rely on us to drive new busmess so that they in turn are
_giving their customers what they want.

. We therefore need to refocus our commercial priorities to our core strengths,

‘ \'Sirhplifying our business proposition in three principal pillars: Mails & Parcels, Cash

~ 108.

Version 4.3

& Bajnkiné,‘ and Foreign Exchange.

l want our esta wl;shed strengths in these areas to be consohdated and extended
beating off dtsruptt}rs, and solidifying our position as best in class on the high street
or vmage green . :

POL00458399
POL00458399




POL00458399
POL00458399

DRAFT - NOT FOR PUBLICATION

109. We will, therefore, in the new financial yéar be prioritising our investments into ‘
each of these three commercial priorities. :

“110. This will include fi inding new ways to leverage technology to improve the customer
experience - such as starting your mails journey at home, but marrymg this up in a
way that will still deliver branch revenue.

Digital and phys:cal retallmg workmg together for the beneflt of Postmasters and
customers

We have already shown that this can work through Post Office Travel Card, where
Postmasters are remunerated every tlme a customer tops up thetr Travel Card on
- the App orin branch. ‘

- 113. We will also be looking at new and innovative ways to work with Royél Mail and

' with other carriers in the coming years — making it more convenient for peoplé who
shop online or run small busmesses, to access more services through our branch
network and online.

- 114 The growing vélumes of cash withdrawals and cash deposiis we are seeing in

branches, by individual customers and small business alike, are a testament to what
we bring to people, communities, and the wider economy.

. 115 These are the services that our customers have told us they value again and again.

. 116. This is where we see the biggest opportunities for sustaining revenues, innovation
and investment potential.

- 117 e doubling down on the core.
18, |

119

doubt that the c:ha ges we need to make thlS happen will have an 1mpact on our
profit.

: Version4.3
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And that’s before the impact of COVID-19 is considered.

So, | can today confirm that we will no longer be targeting £100 million profit in
FY2020/21 and our performance measures will be recahbrated in agreement with
the board and our shareholder. :

_ Involvement and Incentivisation

122.
123,
~ inits future dlrectmn, buta greater stake in its future success.
124
125,

~ which continues, regrettably, to pervade in both directions, to history, and move

126.
~ and allow Postmasters to have far greater access to leaders within the busmess and
: ra;se issues that they are facmg

127.
128. |

129,

- being taken in othe or| msat;ons both at home and abroad, and I am open to its

 The third and final issue is how we might look again at the very model on which our

business runs.

| want to explore whether we can enable Postmasters not only to have a greater say

| want Postmasters to be more involved and better incentivised.
| want to see whether the opportunity exists to consign the ‘them and us’ culture
forward in a much clearer and meaningful partnership together. -

The first Step is establishing a Postmaster Forum, which will run on a monthly basis -

| hopé that this will also be a space to develop and cultivate ideas in a cooperative
and coﬂ boratlve way, utmsmg frontline insight from Postmasters to come up with

adopnon
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130. We will review this as we engage with Postmasters this year. | will listen to
Postmasters at a series of events in every nation and regton of the UK later in the
Summer and Autumn

i 131. Beyond that, though; l lwould like to engage in a more profound rethink, with
~ Government, about how we might incentivise our Postmasters in the success of the
L Organisation as a whole.
: 132 Postmasters are busmesspeople and, while our mterests should coincide, | am
conscious that it too often does not feel that way. This should not be a parent to
Chlld relationship.
133, ls there a way to address this at a more fundamental level, giving them further
~ incentives to complement their remuneration as Postmasters" ‘
134. It seems to me that thlS has the potential to transform the nature of the relatlonshlp
, and make it truly mutually remforcmg for the long term.
‘ 135 So just as | listen to Postmasters about how to deepen their involvement in Post
‘ Offlce | will engage with the government, our shareholder, about how to incentivise
~ them more for the vital services they provide across the country.
\ Conclusion
136, lLket me end, then, by simply saying the following.
137. Right now our priority is to defeat the effects of the COVID-15 virus.
138, Thee ic uncertainty will be unnerving.

139. We must do all th; we can to keep Post Offices open - providing vital services,
particularly to the most vulnerable.

140. We will not Waﬁ)éiff > doing the right thing for our Postmasters and
L customers. o U
: Version 4.3
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141, And this will be the key to the wholesa!e reform we nead to make Post Off;ce
- sustainable for the decade ahead g ‘

142. We must and we will fundamentally change the culture and operatmns of Post
~ Office to serve our Postmasters and customers better S

143, Wh‘o‘lesale reform of the way we think, speak and act.

Make no miStake\{ThiS ‘is: goihg m be hafd wtprk. ;
But with honesty, clanty, and a determmat:on on the part of everyone here and

across the business to do the right thing, not the easy thing, we can overcome the
effects of COVID-19 and secure a stronger and better Post Office. : :

ENDS

3,500 words - Approxinﬁatetij? m‘i:nUtes‘




