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Date: 
 

Monday 25 March time 08.30 - 12.00 .*:D:IcHPi 1.19 Wakefield 
2019 hrs

• Tim Parker • Tim Franklin • Jane MacLeod • Tom Moran (items 6. & 7.) 
(Chairman) (Company Secretary) (Network Development 

Director) 
• Alisdair Cameron * Shirine * Veronica Branton • Owen Woodley (items 9. - 10.) 

(CFO) Khoury-Haq (Head of Secretariat) (CEO - FS&T) 
• Ken McCall • Carla Stent • Debbie Smith (item 3. & • Chrysanthy Pispinis (item 9.) 

6. - 8.) (Director PO Money) 
(CEO - Retail) 

• Tom Cooper • Martin Kearsley (item 8) • Rob Clarkson (item 10.) 
(Banking Director) (MD - PO Insurance) 

A o o Paula Vennells • Apology: ^ m3ndo (item 3.2) Glenn Hall (item 3.) o nes 
(Retail 5.,les Director) (Norton Rose Fuibright) 

• Julie Thomas (item 3.2) • Ruth Cowley (item 3.) 
(Network Operations (Norton Ruse Fulbricjht) 
D i recto r 

A ertda Itrn d" Lead T uw 
1. Welcome and Conflicts of Interest Noting Chairman 

GE Mem7e€ are mare they you may 'a. o L tak'a agenda items in a different order. 08.30 -
08.35 

2, Minutes of Previous Board Approval Jane MacLeod 
meetings including Status Report 

The Board 
- ------ ---------------------
is ask.:, °:r APPROVE the minutes of the meeting held on 29 January 2019, 

The Board is asked Lo NOTE progress with the completion of actions as shown on the action log. 

3. Postmaster Litigation (to follow) Noting and Input Glenn Hall/ Ruth 08.35 - 
3.1 Case Cowley/ 09.35 

Jane MacLeod/ Mark 
3.2 Contingency planning Davies 

Julie Thomasf 
A

m anda Jones 

The Board is asked to COMMENT on the contents of the report on operational responses to the GLO, making 
recommendations as appropriate and requesting an update at each subsequent Board rnec=tang, 

We have set up 8 work streams. We are finalising the governance to ensure we prioriE.ac a  Par •:,t aiw off UAU 
rn.anagement, or 3€r portari.. sti ate is opportun€toes. W€taiin the papw, we ha'e Set out he c:S.,EC3ns each. .stork stream 
is answering. These eri orripass things we have to do in response to the verdict, tl=€r€ s we wanted to do a€" ,z ,gay and 
things which might shift the balance with agents. 

Our priorities are: 
* Putting project governance and management in place 
• Atzi . r i.,  ., and roiling out contract variations 
* Resolvii` ; 'woes of legal interpretation on BAU processes ( new contract:s, Branch Trading Statements, Suspensions, 

Withdrawals) and ;-hanging how we work 
* Creating, r'rilhug C)IO f: and strrffim, a new differences and dispute resolution process 
• C£"f' t:lug a plan t€3 ""ran :=,2L?;E'- a be iorizon outcome. 
• Actr', E .> a sat  . ) -EE € p'' for agents tc: red E .:e tension in the relationship. 
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Our :w, i-, on 'to. ing € n,ues building € E€. . .nun n <s€:l1 r,€ ,9er€ € in o1 - ond .,,as.. €i ss€,<. €f s r. m ;in in BAU 
m rimoo, l rgo.ly € ass ~resi pleased with cl~ar~ :._z ,~#: € tekolh. alders will also relax, °€ the swine ti€rye, emrr:a€strr't 
over-react and expend scarce resources in the wrong pl:acos. 'Ai, will revert with recommendations for 2+)19••20 in April. 

The 8 work streams: 

® Legal (Ben Foat) (mokioa honorer that care consistent with the Judgement e.a. corfL roct variations) 
Operations (Julie Tome E e 1 „ s-sses e.g. low to proceed if con si eying Suspension or termination; under 
what circumstances we cult rctrmve cosh, whether the Branch frridioq Statement works and what changes are 
required; process for n:00 0;i10 ; F.S;" i=. rier` i.`, the otitr oppdcr don process is f t  for purpose. Focus on 

trairiino, focrs on f'i)r ?'Y)ci ,; drfxt l{;? i its ̀7 i£=r£7t e Branrh Hter `R irk . loins  es frs { the PE l Team further by 

using i:r p. DriERaetd i ;de .r'off engeps w o kio4t boo. to ow a ''o:i t j`aa: r 

Agents A arida kite;) (Winc on creo".ir7 s on r: Lruurtfve agent  pro o'stticm trlcleding the balance of rem unerotion, 
simpli fdat on, sul.?sort and lower costs) 
Con r .:.irtrcaLions (is iark Davies) 'i { ;i2i 'w:q the impact ofs, ;` Osridcicrns on agents and custor er:s) 

Stakeholcrers (A,1 and others) tar ubm 
, 
fc

,.
cstakehollders) 

lT/ .: rdon verdict: (Sob  Houghton) ttdeltvcrrfrrrq support to the oneroti{)t'€.s stream to reduce tranrocti n muff?.5 

and ataid 
L1sor failure sce' axis. lr#v`e r=i€ 4iv? `o condone into He il2on front 64.td jesian, `' fefe 7sive 

pror'romo np" nod res©l ,'t7 hPph voiume tronsn°ct<'sin -cortrerno'rf,~ 
Brand i rn me Spr€r:,gharn) (to explore what sort Of brand spend, and at what scale, and how delivered, would help 
defeo c, us rig i st c r,- ism) 
Fins €£ €als lv chosl rr £ r ) (Questions for 2015/20 ht r rt t os set riot in the budget z rrs r>r at 2, options ras to 
provide aac#itionol; unclmg c apcac€ty are as set out in tie ,p_ape.r i3 the dio rd on 20 AW rrch 2019,1. 

Horizon transaction volumes note (appended to the paper) 

Given the very limited amount of time, the data is for the last year and has not been as fully reviewed as 
normal. We will validate and expand the data set and re-circulate it. 

Out of 7 7m transactions, we identified di= erences 1hro gh counting cash in supply chain, reconciling 
transactions through Horizon versus third party data, rreneising phone calls born agents, customers, 
suppliers (Global Pay) am r:Eients, These Pif ere€ties generrsted 2Cl Transarticsn Corrections, SCK of 
which r elated to errors n count:ncp the wash sent to cash centres. c. 103 vvas due to agent error, e.g. 
mis--counting or rnis-keying and where procedural processes have not been followed. 

Privileged Reading Room materials: 
draft Deloitte report on Horizon (January 2018) 
Summary of previous re, ;sews. 

The budget disc € 'rr t puestions set out in 5,2 ink to the LO discussion, 

4. CEO Report Noting & Input CFO 09.35 -
09.55 

-- --  
Re-prioril ,ew€on oi u t. eluwnq publication of the Jkrdae tenlm accelerate work on improved 
engagement with agents and invest more resource on tie liticjsl on. Assess €vlent underway of what work 
could he reduced or postponed to free up this resource as well as considering dialling-dawn work which 
could h=unt the brand or antagonise agents. 

Trading; profit for the rear expected to be in the region of .60€ , Use of a temporary cash forecasting 
solution led to an increase of cash in branch of around £70m out that figure is falling. 

Increased GE focus on underlying commercial performance: prcuduct review each month; outcome 
scorecards; deep dive reviews of co€npet.it,.nrs. 
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Back Office Transformation to be discussed at ARC but paper included in Board Reading Room. We may 
not be back to post Ch:-,stn e:c levels of cash held in branch until May 'O P. There have been di ff,curtres 
in processing cash transactions into CFS. Transtrack had been Mov n identifying and correcting the 
underlving causes. Resources are being deployed but we may not be ,ei eret€ng Meanly unt,; May! June 
2019, We are work ng close y with RvvC to ensure that timely, audited accounts can be pro<; ucea, 

IT security and the Otc,o r response to Text Relay non-compliance are referenced in the CEO report but 
are covered in more detail or the ARC agenda. 

We are winding down a self-insured trust t:oat had provided for our prwate healthcare commitments and 
mov ina to a standard BUPA arronctemer,t from I. Aral 2$10. We had not been accounting for tax 
proper y on the top :u p payments and have reported this to HMRC, £5465 is payahle, plus a potential fi ne 
of 60k. Consideration is be€ng given to con m€issroo.ng a third party to rev le'e`s our tax outcomes to 
ensure there are no other exposures. 

5. Finance CFO 09.55 -
5.1 Financial Performance Report Noting & Input 10.25 

The paper is for noting and d€scuss€on. 

P11 trading resulted in a profit of £'3.5m, in line with forecast. The main drivers were Identity, volume of 
banking transactions and payment of a £1.3m compensation sum linked to vacating part of the Poplar 
branch which the landlord ;rushed to redevelop. 

P11 revenue was £73.4m, 2.3m favourable to forecast. 

The PO Insurance YTD trading profit of £16.9rn was in line with forecast, but YoY has declined -3%, 
oewspite tote revenue showing 13% growth. 

Staff cc'sts were £1,3nn adverse to forecast because of accrual for stretch bonus. Non staff costs were 
,ors€ invourable because of uncommitted growth fund. 

Network numbers were slightly up at 11,613. 

5.2 Draft 2019/20 Annual Strategic 
Plan and Budget 

Noting & Input 

The Board is being asked to APPROVE returning ,,v!,bn a Budget and Annual Strategic Plan for 2019/20 
for Board approval either by a Board call at the end of April 2019 or at the Board meeting on 2$ r1ay 
2019. The Board is asked to comment on the questions that are proposed to help shape this bcrdcec. 

A budget is no longer being recommended at this stage because of the re-prioritisation work required 
following publication of the Judgement. 

The questions we need to answer are: 
What additional work should be undertaken to create agent processes that are consistent with the new 
contractual obligations and which demonstrate fairness and transparency? 

m Do we want to spend to accelerate change that simpl ifies processes, designs out errors and reduces 
differences with agents? 
.if ,,vFe do, to what etent do we want to take cast savings now or improve working with agents? 

W Do we want to €eta€n sonic evoer€enced DM6 ssta:`f to supplement our regional field teams? 
What are the appropr ate widgets now for lasses and for the l itlgat€on Itweif? 
Shou€d we spend more €n 2U1$ 20 on brand profoct€on and support" 
Shuu'd we fund this additional change spend by slowing or stopping otr€er initiatives, perhaps 

postponing 
work on franchising DMBs or on Parcelshop, changes that respectively cause brand noise and irritate 
agents? 
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6. Network reporting Noting & Input CFO/ Tom Moran 10.25 -
10.40 

The Board is asked to NOTE th , isaper and endorse the proposed approach to strengthen assurance by 
asking the Board to rep: e,,., the  etwork and SCFI reports. 

Post Office is r eUi rs tar3a,eus ;a uranch numbers, access criteria and provision of SCFI (core services 
such as cash, pensions and Hl _,a'yrnent). A recent internal audit of processes has found no significant 
issues. We are moving to automated branch reporting in April after dual running through the automated 
and manual systems for a period, 

The Network Subsidy Payment, up to LOOm in 2018..19, is capped at the economic cost of oserat ng loss 
making branches, This is sur ently estimated at just over L70m for the ful l year. Tie SP has reduced 
by 72% from 0210m in 2011 Id to n 2018..19. The Network Report and SGfr S4atemer,t sail be 
produced and .a ss ured after yea! ecc

The costs associated with delivering SCFI are similar to the previous year. We expect to see slight 
improvements over the next couple of years through increased contributions from Banking Framework 2 
and reductions in central costs but do not think this will result in the annual cost being less than the 
rma:fimurn amount provided for in the Funding Agreement for the two remaining years of 2019/20 and 
20201̀ 21. 

We are proposing to submit the draft Network Report and the draft Cumulative SCEI Report to the Board 
in June for approval; it ,., ill then be submitted as part of the account auditing process. 

7. I Retail Network Plan Noting & Input Debbie Smith / Tom 10.40 -
Moran 11.10 

The Board is asked to NOTE the progress made on implementing the Retail Strategy and give feedback 
on plans for 2019/20 cad be ,ond. 

There is a re-assessment of priorities and plans for the retai l network underway in the light of the 
Judgement but the responses required is consistent with our plans to be a stronger franchise par tner. 

The pillars of the strategy are: new, seornented formats; stronoer franchise relationships; and best in 
class in core markets through cigitisetion and automation. Over 300 Locals have been set up and a 
further 
68 DMBs franchised. A new i el= Learn has been set up to strengthen our franchise relationships 
(including visits to branches and greater ability to use data to identify which tuannches need more 
support). Cheaper self-service machines are. being procured and the cOgital mails offer is being 

a""c'la e . Next steps include further franchl,sinq, trialling Parcelshop, rolling out. the next generation of 
aatcmeton across cur aetwnrk, and io, iinq cal Branch Huh' for agents ''!.his ailcws agents to ;manage IT 
incident; and reducer IT charges. The neat phases al l  allow digitai branch messaqng, coin ordering, 
and the availability of MI). 

There have been some changes since the June 2018 strategy discussions: 
• we are no longer p;wcuing standalone self-service kiosks; this proved ur3attrmmctive to agents because 

of the need to "hoafr so if service 
we have developed the concept of `catalogue` products in New Locals. Core services are offered in 
each Local but agents can "add on" catalogue products 
there has been a Bostic on integrating PZBP and POL and winning new bil l pay contracts 
a evdess was uncle to€ve with FS .T which identified the scope to renao"e rarely sold products (e.g. 
Teicr and Life Insurance) from c7, 800 branches; this will reduce the compliance recluirenrrents for 
those branch'es. 

We are prcj,wsting an EBITDAS contribution of 251m p.a. from 2020/21 from the Retail Business Unit, 
compared with an initial 3YP assessment of L127m, 

The Judgement may accelerate, delay or stop some v,vork streams. Work is being accelerated on changes 
needed to contracts; improving our relationship with agents; and strengthening our support systems 
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(e.g. the agent helpdesk) and loss prevention processes. Improving recruitment, on-board`€rig and 
training of agents is al.>o a priority. 
Chile€uuges for us in.riu le rising costs for retailers (e.g. impact of in sreases to the minimum ,faF e), 
reduced rernunarutmn firs some l fists; losing out to other franchise ,€.€ :nessos with r...niv a 20% crnversior 
rate for PG potential franchisees. Th s )eopardiues our ability to maintai m a network of 11,500 v%,,hich it 
turn it€creases el;a€€re on fixed pay cut€eaches and entails the € isfi 01 ci..ar. cost !"currently dbh ac: o s 
the network as a.

It is proposed to return to the Board in October 2019 with proposals on agent reward (noting that the 
agent proposition is a balance between direct profit (from remuneration), indirect reward (from footfall 
and associated retail sales) and s€ mp ic€ty (i.e. usability and complexity of our offer); at the same time 
we wi ll bring back options for further growth. 

8. Banking Framework 2 Approval CFO/ Martin 11.10 - 
Kearsley 11.25 

1. Protecting against significant price rises in SF3 

After discussion of the proposals, the Board is asked to APPROVE embedding two principles into the 
contracts for BF2: 

a. Any Institution committing to continue participation into BF3 (1.1..23- 31.12,25) before 30.6.21 will 
continue to be charged in line with BF2 agreed rates throughout the term of BF3, subject to the 
stated Material Adverse Change (MAC) carve out. 

b, Any Institution that does not commit to BFa on or before 30.6.21, will be subject to BF3 pricing from 
1 123, givrinp tip :in-.titution the option to pay at BF3 rates (which may be higher or lower), or 
Term gate further parrticioatlon in lire with emi ,iir„ errmination rights (12 months' notice, which 
carnnc=at- be served before the end of year 1). 

2. Framework Fee cap 

The Board is asked to APPROVE a Framework Fee cap at 30 million transactions. 

Background 

The banks have reiterated their desire to protect against significant price increases in BF3. Additional ly, 
Santander (the Oak most impacted by our BF2 price chararge.$) has pressed for further concessions on 
BF2. These have been consisste€r,ti';.e rejected, but a recent pate€ntial further concession - a Framework Fee 
cap - may be helpful in encouraging further volume growth from Santander, Lloyds and RBSG, without 
impacting our original baseline. 

Our recommended ded approach to achieve a loop-term mutual business commitment, giving us the 
possibility of increased certainty regarding bank ernfgagennent for the medium term (to 2025), a by 
offering to extend BF2 pricing throughout BF3 in exchange fora firm commitment by 30,;:x,21 to BF3, 
with CPI based rises from year 3 onwards. Material Adverse Change (MAC) principles would be 
embedded into such an offer to ensure the continued ability to change pricing in extrem€s. 

The current revised model has an open.-ended fee rising in price with every 2,5m transactions unlimited. Three 
of the biggest banks already do c.25.28m transactions per annum with us, and due to the open-ended cap, 
have now planned to manage volumes to never exceed 30m, to avoid paying more. We would lose the 
additional 
Framework Fee component as well as the per Transaction amount s; ove that level. Placing a cap at 30m, will 
encourage :heirs to grow beyond, negate their need to 'airn off' and mu:;nage volumes - and will underpin 
further per transaction revenue. 

Al oth r hanks -?r" prcaced Inuwuero from -ar'st t L.r'is, h e€etoi-c'i- e prol:csed cup vdil nevcr impact 
more thus we ton thee (or foo€wii, if they achieve c 40+53 gi ro 4t in B 2 - unlikely, but possible) 
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The pr£l, n i r o"s not i€
i

~tpn ou' "~aseiine -1 4rn revem e (profit f  14'MYi)7. i he £'Xp nn'.rt(-, rJ growth (`w thoutt the 

cc , 1.1 EL :nccrporc tfi~.,nn €,:re 't3i.. j  > 4r C't€€ z~1nr4 t.e.--p FE . .. f. t'~F• r3 .! '. . t: k•• L. St„hat .n . 4.. t Pr : (uro t.'IS& } ii 

2022. The impact of to  cap will take that profit down; to ci5Jnn 

IRRELEVANT 

10. PO Insurance Capital Injection Approval Owen Woolley/ Rob 11.40 - 
Clarkson 11.45 

The Board is invited to consider and, if thought fit, pass the following resolutios, THAT; 

1. written consent to the allotment by Post Office Management- Services Limited (POI) of 5,000,000 
ordinary shares of x'1.00 each be granted; 

2. the subscription of 5,000,000 ordinary shares of £1.00 each in POI, for a total consideration of 
£5,000,000.00, be approved; and 

3. any one Director or the Secretary be authorised to execute on behalf of the company any 
documentation in eornection with the allotment of the shares. 

PO Insurance is regulated by the FCA and is required to maintain a minimum amount of capital at all 
times. As a result oi planned investments and to maintain our target capital, a capital Injection of Lhm is 
required from PO Limited. 

11 Contracts/ funding for approval 

11..1. Global Payments Agreement 
11.45 -
12.00 
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The Board is asked: 
1) to APPROVE the contract extension with Global 

Payments for 12 months to May 2020 at a cost of 
around £10.6 r b€I€on. whi h includes both GP fees and 
associated card d transaction charges, 

2) to DELEGATE AUTHORITY to Al Cameron, CFO, to 
approve the final costs and terms of the contract 
extens€on. 

3) to APPROVE the re-procurement of these services via 
the Crown Commercial Services Payment Acceptance 
Procurement Framework. 

11..2 Branch Hub 

The Boud i asked to APPROVE to £4,8rn investment and 
£0.5n; maintenance costs durinn FY 19-20 to the Branch Hub 

This €s to be dray?;down on a 1,i4riy bass subject 
rn financial u t"il rates and performance KP1s being 
achieved. 

The Branch I -  is focused on1.:, o . d ng add it one i help and 
€mo iriq su o•ort for our Liranches, Thirr will enablethe. 

Franchisee ro no more re`.sponsi::1le f dr cli asperts of their 
operation ; tthh reduced central su loom, Bra cn Hub is a se€f 
serve portal branch operators and business. owners use to 
access suppo mm mmirough Liner own device. Inc se rmorva 
functIonality aims to reduce the circa 600 roles which support 
the ranch€sinCo orpanisat€G3 4 (230n per annum), u'") nmmrticuiarly 
::: ? € aiin 'atti3 branch enquiry__ 1 back office .`off overhead ad d

activity across75,uu0 'contacts per month, 

Paper authors haven't been asked to attend but if there are any 
queries I can call them. 

12 Items for Noting Noting 
12.1 Belfast Exit Plan 
12.2 Sealings 
12.3 Health and Safety Report 
12.4 Future Meeting Dates 
12.5 Forward Agendas 

13 Any Other Business Noting and Input Chairman 

- 

14 
- - - - - - - - 

Date of next meeting 
------ ----- 

- 

Noting 
- 

------ 

- 

-

Chairman 
28 May 2019: 11.30 - 16.30 hrs 
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