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EXECUTIVE COMMITTEE 
AGENDA 

For the meeting to be held on 11 September 2014 
In Room 501 

Present: Paula Vennells (Chair), Martin Edwards, Gavin Lambert, Mark Davies, Lesley Sewell, Kevin 
Gilliland, Neil Hayward, Nick Kennett, Henk Van Hulle, Martin George, Chris Aujard, David Ryan, 
Nick Sambridge (deputising for Chris Day) 

Apologies: Chris Day, Alwen Lyons 

In attendance: Robin Nuttall (McKinsey), Jit Kee (McKinsey). Dave Mason, Michael Brown, Pete Markey, Paul 
Brown, Belinda Crowe 

Start time: 09.30 
End: 17.00 

Time Item ExCo Sponsor/Presenter 
09:30 -11.30 FS plan - Pre Board Nick Kennett 

11.30 -11.45 BREAK 
11.45 -12.45 Risk update Chris Aujard/Dave Mason 

12.45 -13.15 SLT planning session Mark Davies 

13.15 -13.45 LUNCH 
13.45 -14.30 Pre Board: 

• Win in Mails including Network Development 
• Digital & SME 
• Insurance 

Martin George/ Kevin 
Gilliland 
Nick Sambridge 

14.30 -15.10 Christmas Plans (verbal) Pete Markey/ Paul Brown 

15.10-15.25 BREAK 
15.25 -15.40 Transformation Committee update Michael Brown 

15.40 -16.00 Commercial Committee update (verbal) Martin George 

16.00 -16.30 Verbal update on Sparrow Belinda Crowe/Chris Aujard 

16.30 -16.45 Verbal Industrial Relations update Neil Hayward 

16.45 -17.00 Noting papers for the Board: 
• Health and Safety Report 

17.00 CLOSE 
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ExecuUve summary Market and FS starUng pont 

1 2013/14 Finance analysis 
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ExecuUve summary Vson and revenue

ng eva 
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ExecuUve summary Bufldng risks

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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ExecuUve summary TOM and next steps
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Contents 

FS starting position and context 

FS vision under current Post Office's operating 
model 
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FS has consstenty grown  delivered a 70% It is on track to deliver 2014/15 revenue 
DPC1 + 21% EBTDAS n FY 2013/14 at a higher margin 

1 DPC = Direct Product Contribution 

Source: Post Office Finance team 
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FS comprises 4 main productcategories: Tradtona strengths
arein Payments and Trav& 

61% £82.7m 4 . 4...4. .. 4. 48% £88.8m 

63% £71.5m 86% £72.6m 

1 DPC = Direct Product Contribution 
2 ATMs revenues are based on original strategy plan, but ongoing negotiations are underway regardin OCA which could adjust these revenues 

Source: FS Strategy team 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Market: Keynsghts Money

Overview of market trends mpUcaflons for Post Office Money 

Post Office"  IN THE STRICTEST COMMERCIAL CONFIDENCE 
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WORK IN PROGRESS 

Market Payments: The UK remains -c trig 
the importance -. 

ws 

dechifing
Electronic' Card 2 Cheque • Cash 

Number of payments transactions, bfflon Value of payments transactions, USD trillion 

1 Incl . credit transfers and direct debits; 2 Incl . prepaid, debit and paylater card transactions 

Source: McKinsey Global Payments Map 
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Lower 
customer 
demand 

Competitors 

Customers 

nne 

1 Skopos Research 2009 

Reducing 
use cases 

Source: UK Payments Council 'The Way we Pay'; Smart Metering Pro-Payment in Britain 2013 report 

Post 
('Mice­') 
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Market Partner opportunity r 
banks are . w their physca footprint

Big 5 are reducing their footprint 

Source: British Banking Association database 

0  
Opportunities &c~ 11 r s 
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Market Travelrav& Money: Modest growth with ncreasng 
compeUthie

Market size and Forecast 0  

Overview of key dynamics 

1 Answer to question: 'Which of the following did you use to arrange your foreign currency for your holiday abroad over thedst 12 months?' 

Source: Mintel 'Travel Money' report May 2014 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Lines:Market Persona M w 
important chann& for saes, Branch remains key for 
specific 

xx :. Absolute change since 2007 

1 Respondents may give multiple responses; base: All arranging product in last 6 months 
2 Not based on GfK but on POL Mortgages Strategy; mail and telephony estimated 

Source: GFK Survey 2013 
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FS M won: Key n&ghts Money 

Overview of Starting position QImplications for Post Office Money 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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FS starting sits sits c 
strategic vson 

1 
The most convenient Mafis 
parcels retailer 

Source: June Board strategy update 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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FS starting Office 
in the vaue chain poses specific ally 

Different position in value chain 

Product Under-
design & 

Marketing Under- 

pricing & sales writing 

Trusted brand 

Treasury Customer Cross-sell 
& ALM Service / retention 

Different economics from a bank 

Different distribution footprint 

Source: POL FS management interviews: 2014 Edelman trust barometer— FS industry 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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FS starfing posflon: Post Office has ow awareness & FS
credbUty Money M 

1 Respondents may give multiple responses; base: Al l arranging product in last 6 months 
2 Not based on GfK but on POL Mortgages Strategy; mail and telephonyestimated 3 month rolling month average May— Jul-14 

Source: Customer strategy team data 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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FS starting i w : ncome growth masks a m.x shift
with clingy °°
doubUng of persona' lines 

Post Office FS hicome change 2009/10-2013/14 

Source: FS Finance team 
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FS rte its
business mode gong forward •

Source: FS business team 
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FS Startng Position:T 
remains r . 

5 MILLION Market 
Branch 

access 

Personal FS customers leading within multi-channel 
Net Promoter distribution 

TOP 10 1% c.1% TOP 5 2+ Score in key remains a USP, 
UK Share in Share of Personal lines FS products customer delivering complex 

Mortgage Savings Current insurance per segments sales and lead-
lender accounts broker customer generation 

20 
Post iiic `'' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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• FS starting position and context 

FS vision under current Post Office's operating 
model 

Post Office FS 2020 revenue plan 
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the e have drawn upon earnhigsfrom 
other e es, hi adthton to text & market dynarncs 

~uccessrui cnaiiengers aon't initially go neaa-to-neaa witn 
established players — instead they go in with simple 'non-
relationship products' or target the un-served or under-served 

Challengers keep it simple while offering clear points of 
difference and innovation vs. market 

Challengers have clarity over their hook product and use this °°`ES~ ~~. 

as a platform to cross-sell

Financial Services brand should build on parent brand for TESL 
maximum advantage ~ ~.,.. ... 

Many Post Bank and Retail challengers leverage their unique 
differentiator — i.e., their branch / store network.. . El .... ........ .. .......... . ............. .. . .... .... .... ............ ........... ............. .......... ... .... .... ................... ........... . .......... . .......... ............ ............ . . .......................... .... 
. . . However, a compelling multi-channel offer is now just 
`table stakes' 

Post Offhce`'' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Chaflenger r s: n 2012, WaMart aunched Buebrd, a nearly
a j Money 

zero fee product and avafiabe online or via nstore termnas

OveMew of Bluebird 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Chaflenger earnngs: Posta banking payers usuafly everage
'arge posta networks

Post Office only has a limited number of fully dedicated branches 

1 Defined as branches with complete offering and dedicated staff (e.g.,FS Branch Managers, Sales Advisors, etc.) 
NOTE: Most of the players rely on the wider Post Office network; for example, Postbank leverages 4,500 Post Offices, JP Bankeverages 24,000 outlets, etc. 

SOURCE: Annual Reports 
r 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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FS vwson wUl sip cc convenence
as dwfferentatng factors

Post Ofce 

The Post Office helps make the 
important things in life happen. 

Post Office Money is the trusted 
choice for your finances and doing 
more in life, offering unparalleled 
convenience and value (to be 
refined)1

IN THE STRICTEST COMMERCIAL CONFIDENCE 
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This vison seeks to capftaflse Office 
compeUfive advantages. . Money 
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FS starting position and context 

FS vision under current Post Office's operating 
model 

Post Office FS 2020 revenue plan 
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Fnanca SeMces has an aggres&veins i is 
dsaggregated based on rsk

Overview of Post Office FS income trajectory 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Revenue pan: 2019/20 
` 
product revenues are Downwards 

rev  

fi l eve l M risk i 
Upwards Mofley 
revision 

Summary of changes to plan by product 

1 Net of McKinsey and Post Office product team revisions 
2 Note that total `Binary risk' is higher on this page due to the fact - E12m of low risk insurance revenue growth is includedo show a full product view, but is split into 

the '2019/20 momentum' bucket for the purposes of the previous page

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Revenue pan: FS 2020 iaspraton has addtonastrategic
upsides not captured wthn Money 

1 Potential to expand on significant work already completed on digital postal orders (POGO) 2 Who may prefer not to shardinancial detai ls 

Source: `Consumer credit and consumers in vulnerable circumstances'FCA April 2014 

Post v he `'' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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The FS strategy, n partcuar the deveopmentof TtanI . ~..... ~, a.... :~..... ~,:, ~,...~ 
POMS provkles Post Office wfth a number 
ahead of the w expry of the Bo contract r 

Near term focus 0 Strategic optons avaUabe 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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FS starting position and context 

FS vision under current Post Office's operating 
model 

o Building blocks to achieve 2020 Vision 
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Achevng the vson and deUverng the 2020 Vson wifi require 
i activities

Strategic activities 

4 

Capabilities, 
dependencies 
and risks 

Source: FS business team analysis 
Post Oce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Customer: KeyMnsghtsM 

,,.

a
s 

KS 

Overview of customer needs 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 

implicationsfor Post Office Morey.
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Customer: FS tends ell areas 
Payments Banking Services Travel Personal Lines banking Personal Lines - insurance 

Volume of products by branch location' 

1 Includes data on 11536 Branches 2 This is likely to be an underestimate, as it does not take into account income from pre)ius 'back book' sales 
Methodology: Income is calculated from volume numbers. The volume in each store is multiplied by a constant dollar value etmate of the value of each transaction 
The value of each transaction is assumed to be the same across the different locations; testing suggests this holds to withi -10% for the three products we tested 
(Savings, Travel Insurance and Home Insurance) 
Source: MI team 

Post - ice IN THE STRICTEST COMMERCIAL CONFIDENCE 



POL00027358 
POL00027358 

Customer Persona Lines: FS has 
segmentation that reflects consumers flnanca needs

Overview of segments 

Green Shoots: Under 25yrs; many single and living with parents; 
frequently use ATMs, many have student loans. 3.9 adults. 

Pink Fizr. 25-45, often single people, propensity to London; many 
have mortgages, borrow not save, use online banking. 5M adults. 

Golden Boys; Upwardly mobile men aged 25-45, high earners; 
majority have mortgages, manage finances remotely. 3.9M adults. 

Red Brick: Well-educated 25-45 year old women; mostly home 
owners with Mortgages and higher than average household 
incomes. 4.4M adults 

'True Dlue.45-55 year old couples and families. Incomes are usually 
over £75,000. 6.2M adults. 

Grey Days: Single or separated, typically aged 35-55. The incidence 
of unemployment, or people unable to work, is three times higher 

Plain Vanilla. 25,..55 years, over half have no plans for their 
retirement or expect to rely on the state pension. 3.7 M adults. 

Silver 
Foxes: Over 55, majority are retired. Concentrated in 

London and the South East. Households earning over £100,000 is 
high. High levels of savings and investments. 5.1 M adults 

Ruby Wedding: Older married people who have paid off their 
mortgage. Household income £20,000 to £30,000. 4.8M adults 

Lavender Scented: Older people often over 65. Often living 
alone. Income typically £10,000 pa. 6.9M adults. 

Post vtfice`'' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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% 11 9% 82 13%%° 124 

4% 45 3% 36 8% 98 

8% 82 7% 72 13% 136 

...::; 112 18;

5% 72 5% 63 4% 52 

0% 8% 104 11% 

.. ... .... ... 
145 :'. 

11% 98 

#7° 126 13% 131 9% 88 

1041 14% 98 4% 29 
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DRAFT EX1)O' LY 

Customer Persona Lines: Those 
c 

Mhok1ngs tend less 

Product holdings of Post Office Money customers vs. UK adults 

Post v he `'' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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WORK IN PROGRESS 

Product: Key Mnsghts : 
,.. 

~hmmn ; 

a s 

KS 

Overview 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 

implicationsfor Post Office Money.
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Product: FS has 4 major product categories 

Payments 

Description 

Share of FS 
income, % 

Margin, DP C 

B11 

1 Based on 2014/15 full year budget 

Source: Product P&L's Period 3; team analysis 

Banking services Trove i 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Product: n future ilk dev&op product 
packages taD ored specific ° r needs 

Example: Developing an integrated credit card proposition 

Money

Source: Credit Cards: Market & Segment Approach 2014-18 
 

" ., 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 



P0L00027358 
POL00027358 

kA 

Chann&: KeyMn&ghts 

Overview Q Emergingchannel strategy 

come i rsrng1y ortant bornches remain a crftical :h dstribuUon
charnel for irivin s&es total income n niod  where m r  can .

2019/20 Ths most sgnficant channel IIIf  occur wahn access financial services
the Perewufie IJuss category when pe 1a s not 

a Centr-0 plea I create8anktn Stuff towards ra caused ty new bran 

within the branch chance, these largely delivered driven b data capture in tail 

advisors  also plan to manage via P2F  and r or uI~r ~
s set to evie 

yNg~gixaI~$~y,; ~
yy

p calls P A' :: 3AF0Y Rtlt is , W drive'

given new 'technologss, with an ambition to maximtse
Mov

sates productivity via enhanced  a capture at frontlrne, to wi remain
remote' VC capabilities and selfservefor srnple. products the key channel for Psi Office 
The F2F staff are i a1 component of the physical n sales in insurance% but 
distribution  hi[e today th o net break even,, the ambftLonis to driveincreasing
bQairtess has a paTh to helping them get there trffiø tQ Ovr website create

MSS New hires at higher performance optimtsed customer journeys to 
FSS Achieving required productivity wil1 require drive c rs
r mr £5rn to £10m 

42 
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1 Includes resolving a problem, change account details 

Source: McKinsey multichannel survey: regression model 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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line wfine wthwhere r . i white
share r branches remain centralra to approach

FRES I Other Contact centre Online Branch - Crown Branch - Agent Total branch 
(2019/20 only) 

Overall distribution change' Overafli di tribution change by business area' 

100% = 311 

Insur-
ance 
ren-
ewals 

14 

Travel2

93 

100%= 67 93 
a0! 58 

Other 1 1 
27 

55 68 

2013/14 2019/20 
2013/14 2019/20 

Personal Hines — insurance Personal lines — franking 

2013/14 2019/20 

2013/14 2019/20 

Travel U Online declining due 
insu- to increasing F2F 
rance sales for mortgages 
offsets and savings, and 
branch higher savings 
depen revenues for branch 
dency ,vs. online products 

1 Shares calculated through excluding fixed revenue streams- refers only to revenue directly generated through channels 
2 Shares based sales splits, total revenue includesFRES; includes travel insurance 

Source: Financial Services Template v3b_entire business; updated distribution spl its from product teams; POL 2020strat plan; team analysis 

Post iiice`" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Product 2013114 2019/20 

1 Counter includes branch referred sales completed onl ine/cal l center where FAD code given by customer 
2 Front book value 
3 2013/14 insurance sales were one off spike for Motor 

Post v thce`"' IN THE STRICTEST COMMERCIAL CONFIDENCE 



POL00027358 
POL00027358 

strategy i 
customer needs whfle Mmantanng compehtvei 

Channel 
Income' 

Branch 
counters 
2014. £225m 
2020: £:278rt 

Branch 
speclallsts2
2014: £5m 
2020: £33m 

Remote 1 
Telephony 
2014. £14m 
2020° £2m 

Online I 
mobile 
2018: £28r m 
2020. £84m 

1 Excludes 
2 Excludes impact of leads generated by FS & MS but executed in order channels 

From 

Post Office 

Øm 

III 

IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Chann&:  wifi pay a specific across
customer decson journey 0n.e, l w 

1 Customer Relationship Manager 
Post C)ftce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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crtca enaber of a consstent cross
char  expenence

Source: team analysis 

Post v lc `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Chann& Branches: Overview f 

Large Mains Other Mains Locals' Access Points2 Community 

Current 
number of 
branches 

Future 
Description 

Products 
available 

1 Includes 'Locals' and 'Locals Light' 2 Includes 'Basic Mails +' and SelfService points 

Post Offlce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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. t. JT :: COON.. 

Chann& Branches: Overview f 
Money Hub & spoke mod& 2 12) 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 



POL00027358 
POL00027358 

Chann& Branches: Counter products have . is 
concentration MOfly

Branches required to deliver, ; ; 

Methodology: For each product, plotted cumulative volume curve and counted the number of branches required to achieve 80%/90°/mf 2013/14 volume; 
Compared with required volume increase to achieve 2019/20 plan 

Source: Branch data base 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Chann& Branches: A number of persona fines products are - 1
sod across a broad proportion of the network

Branches required to deliver, 

Note: Some FS works across more than one branch 

Methodology: For each product, plotted cumulative volume curve and counted the number of branches required to achieve 80%/90%f 2013/14 volume; 
Compared with required volume increase to achieve 2019/20 plan 

Source: Branch data base 

Post v he `'' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Chann& Branches: Post Office U Uk&y L : . 
need to both doube number of mortgage c is 

rdw ve producUvty to reach mortgage targets 

Break even analysis 
Number of mortgage specialists required to meet 
2019/20 target, based on their monthly pro uC MMl y4 

1 Average income per product is £1050 calculated at 60bps on average mortgage value of £ 175k 
2 calculated for MS with >0 sales only. Assumes 70% of incomplete applications (marked AppSubmitted', 'AppRecieved' 'AppReferred' 'AppOffered') convert to completion since Jan 2013 
3 Assumes: MS specialist cost to company of £43,480 — average salary = £27600, Cost to company additional 30%, average rent per sp ecialist £450per month, certification costs £2200 per year 
4 Includes 20% uplift given downtime for training, holiday and sick days 

Source: Team analysis 
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Chann& Branches: Recent externa hires higher 
average Nun & vokime thannterna hres

Internal hires External hires 

Monthlymortgage appcaUons 
(internal V. external hires)' 

Tenure comparison  between nterna and 
external hires, % 

1 Al l applications in progress that have not been declined or dropped are included hereAlPs (Agreements in principle) that have been referred are included 
2 Assumes: MS specialist cost to company of £43,480: average salary- £27600, cost to company- additional 30%, average rent perspecial ist -£450 per month, 

certification costs - £2200 per year. Commission on mortgages is 0.6% of value 

Source: MI team 
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Chann& Branches: To r drect costs FS specaUsts 
need p fete 91 0 transactonsper week 

Credit Cards Current Accounts Savings Home insurance Loans Motor insurance Life insurance 

Break even analysis 

1 Fully Loaded costs include £21 k base salary; 30% increase for pension, HR, NI; £1,200 annual sales licence and £450 p/m for real estate 
2 Average productivity per week for rolling twelve months 

Post v is `'' IN THE STRICTEST COMMERCIAL CONFIDENCE 



POL00027358 
POL00027358 

targets n Persona requires 
bothin absoute numbers of FS staff & th&r producUvtyM 

Required annua FS volume to chi v 2019/20 targets, Number of FS specialists required to meet target, 
based on their pr du tl It 2

1 Assumes no increase in FS sales from current 72 MS who also sale financial service products in 2019/20 
2 Includes 20% uplift given downtime for training, holiday and sick days 
Source: Team analysis 
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Chann& Branches: hivestng over £4m to Nmprove 

producflvtyn addton Mntroducng new CRM system 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Substanta opportunftes to mprove our
onfine chann&s to drive saes fl f 
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C \' 

Chann& T&ephony: Contact centres wil need to pay an 
ncreasngywmportant roe 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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WORK IN PROGRESS 

iliCapab tes dependencies risks: CapabHftes deepcflve

Overview of capability requirements to deliver plan 

a Improve front line data capture in branches of customer information 

Data 

0 Improve data warehousing 

New systems Integrate POS and CRM systems to allow a single customer view and enhance lead 
generation 

j '1[.liIAV 

0 Launch a more visually distinct PO Money brand 
Marketing 0 Continue annual ATL marketing spend to support growth of new propositions and those we 

plan to grow aggressively e.g., SME, insurance 

Introduce incentivisation of counter staff for sales of FS products 
People Improve sales team productivity to drive personal lines banking products in particular through 

training and recruitment support 

Post OOOtce'' IN THE STRICTEST COMMERCIAL CONFIDENCE 



POL00027358 
POL00027358 _ .. ... ... ... ... ... ... ... ... ... ... ... ... ... ... .__ ... ... 

WORK IN PROGRESS 

M MCapab tes dependencies risks: Dependences deepdveN 

Invest in online offering which will be central to simple sales and customer servicing 

Cornaiercial 

Customer Management Roadmap, incl. Single Customer View 

Ensure POL e Marketing investment & support, incl. test & learn new approaches 
Group * CDP: increased control, improved journeys, single customer sign-on Cross-functional product 
provides and marketing initiatives, in support of CVPs 
suitable 
functional Rest of the business 

support 0 Network: capacity and support, for new products in particular 
• Finance: product P&Ls 
• HR: recruitment support, in particular for Specialist roles 

Post OOOtce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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i iCapab tes dependencies risks: Risks

Overview of key risks for POL. to manage Mitigation 

Growth in our insurance business, both for sales and * N/A — binary risk 
value chain improvements are heavily dependent on: 

Successful conclusion of Titan (travel insurance 
new business model) 
Hawk (acquisition of Bol's share of insurance 
business) 

fI3 Money

There is a risk that Bol's balance sheet mix, Negotiations with Bol to consider 
capacity and operational capability is insufficient changing income bands by channel so 

Partner risk and cannot sustain the growth required Bol's required balance sheet mix does 
01 100% partner banks retained to achieve banking not impact POL planned income 

services revenues 
Capab~ltes CTP & NIP does not limit Travel Money network 
dependencies 
& risks Competitor • There is a risk that the activities will provoke a Monitor key challengers and respond 

Risk direct response from our competitors making the accordingly. 
challenge to succeed harder. .  . . __ . . . . . . ... ... _ .. ..._.... ... __ _ ._ _.. .... ....._. 
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n 

Contents 

FS starting position and context 

FS vision under current Post Office's operating 
model 

Alternative scenarios reflecting TOM cost challenge 
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Estimated impact of potentas 

'ICI 

M

£xm Revenue impact 

1 Impacts not cumulative 2 Please note that we are investigating the options of truncating at source through digital capture (which has been announced ~OBBA) 
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TOM nterdependences: e 
obligations Money 
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n 
Contents 

FS starting position and context 

FS vision under current Post Office's operating 
model 

W 

o Alternative scenarios reflecting TOM cost challenge 
........... ................. ............... ................. .................. ................. ................ 

Key milestones and next steps 
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TmeUne 
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Appendx 
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Market Persona Unes Banking: Retafi iBankngn the UKs 
isgnficantnnovaton 

and some increase

Market is recovering from crisis Significart cHsruptons offer opportunities for challengers 

Source: McKinsey Global banking pool; expert interviews 
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Market Persona Unes Banking: Severa emerging
chaflengers are seeking to make their

Incur bents 
1P Big . focusing on cost reduction, efficiency and enhancing 

customer experience 
BS

Building societiies: 
and savings 

,trengthening market share for mortgages 

Post Office IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Market Persona preference 
shows preference r branches across board r 45+ 
Share off. 

,. ..stomers preferring br nc: , Iy aE..; ty type, i , 20 

... .. . ...... . .. .... ... 
Less years ore than 45 years Old 

1 Cash withdrawal/deposit, balance enquiry 
2 open simple accounts like savings, current account, credit cards,personal loans 
3 Advice on mortgages, investments and life insurance 
4 Information concerning general products, complaints, change account details, resolve a problem 

Source: Multi-channel survey 013 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Persona Lines M preference by ncome 
shows preference r branches especaUy for advice and 
compex saes
Share 

of 
customers  preferring branch c y type, %, 2013 

Less 0 neater than 0 

1 Cash withdrawal/deposit, balance enquiry 
2 open simple accounts like savings, current account, credit cards, personal loans 
3 Advice on mortgages, investments and life insurance 
4 Information concerning general products, complaints, change account details, resolve a problem 

Source: Multi-channel survey 2013 
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............... .............. 
AP — ADD SO WHATS 

Market Persona Unes nsurance: Markets returning to 
growth but prcng pressure remans wfth threat of
cornmodtsaton M M 

Motor insurance Home insurance 

Source: Mintel reports, McKinsey , AA insurance price index 

Post Othce IN THE STRICTEST COMMERCIAL CONFIDENCE 

Life insurance 



POL00027358 
POL00027358 

Dehvery l: Lookng will r&y on 
8 areas of actvty 1 1 

More visually 
distinct PO Money
brand 

Moving up the verse 
chain 

Source: Financial Services I business team analysis 

Customer Product Channel 
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Customer . Overview 

Travel Money customer aregroupedbased thesegmentation from wS and their  perceptions tio$ 9 

are monitored in line with their key needs, 

Value for Money 37% 

Exchange Rates "'" a,• 5a::.., 33% 4X

Competitive Rates (Ranked let) 30% 

Convenience t> ri, 75% 47% 58% 

Branch Accessibility its?fE 02% 58% 66% 

eason to Believe and which propositions support R. it? 

RTB Convenienc an €

~`

>

y 

e

,

Convenor, 

<250/f 5O0 >52, 0 

,.+II

>5250 >E25O 
Euros >000/59000 >5500151000 >S5001E1000 

Dedicated Euros Euros US + Exotics Proposition 
coutners TMO TMO TMC/TMC 

Flash Sales Flash Sales Dedicated 
counters 

Source: (FIRES) Travel Money Marketing 2015/16 Planning and Insights 

onvenie ce onven v

>5500/51000 .5500/51000 >5500/51000 
USC ' Exotics US + Exotics U D + Exotics 

TMO/TMC TMC/TMC TMO/TMC 

TMC app 't'MC app TMC app 
Dedicated Dedicated Dedicated 
counters counters counters 
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Customer Payments & Banking Services: Customer needs 
typcaHy relate to access, convenence and speed of service 

Payments 

Customers 

Needs 

Trends I 
di c n im 
nutes

Banking Services 

Post Office ̀" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Managhig Fnanca Servc.es

Post Office, together with the Bank of Ireland (UK) ("Bol"), has a coordinated, 3 lines of 
defence approach to managing our conduct risk, which is focused on helping to prevent 
our customers from buying products that do not meet their needs. 

1st Line 0 Product Teams (Bol and 3rd part 
product providers) 

• Capability Development 
Managers 

• Financial Promotions 
2nd Line 0 Risk & Compliance • Group Risk 

i Financial Promotions Monitoring 
3rd Line • Audit • Audit 

Customers can buy our products in branch, online, via contact centres or by mail, 
depending on the product(s) they want. Each channel involves different risks for 
misselling. 

Post v he `" IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Key areas w focus and deveopments 
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Strictly Confidential 

POST OFFICE LTD EXECUTIVE COMMITTEE 

Risk Update 

The purpose of this paper is: 

1.1 To present the Executive Summary of the PwC diagnostic review on risk and 
change management (20 minutes). 

1.2 To present and agree the proposed next steps for developing the risk appetite 
statement (10 minutes). 

1.3 Note the progress that has been made towards developing a narrative for the 
discussions scheduled to take place at the October Board meeting on the Kelly report 
(20 minutes). 

Activities I Updates 

2.1 PwC Report: As previously discussed at various ExCo meetings, PwC have now 
completed a diagnostic review of both risk and change management (terms of 
reference are attached as Appendix - Al). An early draft report was submitted 
late last week (a delay to the original timetable) and we are expecting it to be 
finalised over the next 10 days. Pending finalisation, however, we thought it 
sensible to distribute the Executive Summary in order to give directional sense of 
their findings. This is attached as Appendix - A.2. The report recognises that the 
current arrangements are suitable for the stable state, however, given the Post 
Office's change mandate, a number of enhancements will be required including 
capability building at all levels. The risk team will present the report and 
accompanying action plans once the report has been finalised. 

2.2 Risk Appetite: Attached is a short paper presenting a suggested action plan for 
determining Post Office's risk appetite (please refer to Appendix — B). The 
reason for bringing this paper to the ExCo at this stage is to confirm ownership 
of the risk categories listed in the table on page 1 of Appendix — B. Once agreed, 
the Risk team will be in touch to arrange meetings with each of the owners. 

2.3 Kelly Report: You will recall that at the Board meeting in July, discussions were 
held on the Kelly Report. Subsequent to that meeting it was agreed that the CEO 
will provide an assessment of the risks and work undertaken/planned on actions 
resulting from the Kelly Report. A narrative is being worked on with Chris Aujard, 
Neil Hayward and Gavin Lambert to support CEO's discussion with the Board 
and this will be distributed in the meeting for discussion. 

Chris Aujard 
11 September 2014 

Risk Update — September 2014 Chris Aujard Page 1 of 1 
11 September 2014 
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. The services 

Yoti have instructed us to provide the services: 

Produce it PwC branded report for Chris Aujard, the Chair of the POL Risk and. 
Compliaxhce Committee, providing an overall assessment of risk at PUI,with an 
emphasis on the tol.lowing,  Inc <ueas: 

Eriterihrise-wade Risk Management entt 

- A review of current and proposed arrangements for managing risk 
across POL to ensure these are fit for purpose, .itnplemeut ible iii 
practice and appropriate for PO L's business strategy, operating 
model and culture; 

An action plan to address weaknesses and to wort towards greater 
maturityiih icadirig specific s on how the Board might best 
engage in an exercise to disc,ass and agree risk appetite, 

• Change 

A r it '."e of el'i Inge, capability and capacity against the PWC,, portfolio 
maturity ft°,hahh n l and benchmark data to establish a P01 
baseline; 

An action plan for addressing w eaknesscs (through ongoing 
assurance activity, deep dives etc,) 

The output of this work will be based on and ;in the style of  attached document. 
(Post Office - Accelerating Chaii c and risk Man e,€ meat Capability) . .A. covering 
letter will also he provided to Chris ALujard in his capacityt zas the Chair of the Risk and 
Compliances Committee including copies Lo CEO, Paula Venn€ills and Head of Ching€ 
Management, Alison Thompson. 

InsertPe?i AeceEerain 
gchangeandriskcapat 

3. Timelatl)lc and duration 

We have agreed that this assignment will cohmhhencefrom the 14 July 2014 with early 
scoping work and have estimated, based on the outline schedule, that we will 
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Strictly Confidential 

! 1.Ye i Pt 

11a 4l otaartx' taxe s 

.AI l ;,a n rxaiv.;a a €'xs aavol ,, acrd rex.r*ure c a er tiisxc .1'a. :l.: Y . a xict.t vrn ex t 5s s,.laawisrg 
t sep .gated from Rla , a and to that extent ,t r; still orlw g to establish a 

clear *dent it and pu ese, its ; t savr°pnsu th"'M ste to fund dw it is t«'t14ir r g tissxe 
for POL to deavelop the apps opri ateo chocks and bal s.rs#,,ded to s anago risk or 
indeed the change hfn. de and assurance gates to ensure the effective management 

*torn cornpks chatage, :H:istetiea : «POL has a track to ord of dehs*rittg 
isadixdtsal;programmes and: has maana3ed both `ntn' the buri es while "ehasx isxg' 
the b iness. 

POL has not been corzapiacent and there is a good lea el of,awareness of the need to 
mature as POL ups its ambitions, with a. number of stops already* taken to appoint 
key personnel, resiew and strengthen governance structures and processes« This 
t>ew.~sewv is an eauep.Ie that and isatesation to Wild tact and 3 atuxe ever. 
trelo 

tl ay- y 
in  steady slate. 07 ,, <'`37 Y'P«>##a ;assn ernents would b~°4A ly ' ' a. e..... 

l I.hOugh we have been ahk t _ Y L .l✓, atria fiber of, I pefiall helpful, suggestions to 
,vet and expedite furtlr:=r €.Y rr,. a ;x.:::xat, I'le never, given the POL. change 

a-sd.aate, whirls: we lsav e r ^autned to be fazfl rzadi a1, the el elta between where POt 
e?cad Where it needs to be is even bi :er. This report establishes hes the as is' ba line 

.;id makes reco nmeendations which POL .need to action in. order' Ito accelerate the,: 
improvements to risk and change management needed to support business 
transformat%en to deliver the: 2020 Strategy and asooated tra sforaseatton plans_ 

The Strat:egk Are I here ioetts is kequed 

S_5rg~s~ cl F-m our 3.,r. _:r 3t'Y4t .hevo are a uui be'Y 33
7

_ 131t'~r„Y'. related areas w'her'e. POL 

2➢",.r<,a Ys :'ij:'i l' F~<3C i" tg :r"i i a<i"~ # 9Y,:>. 7 i S-.ag?r

€.l Culture and h ha'xi+gear e: > k` N. 3i, is rtse'l eding or sufeatitt, itis not 
srrrpris:usg to f o z +or.Y e I't: tL is :,t ifl 'a orldug to ext.abhsh a: clear culture and 
norms. 'There r a.a.`t 'e,r a dear Pail., way of doing things, investment of time, 
l:warticul a r ly eth than senior leaders in the organisation is needed to work this 
thr ngla, :ii t ae N are to pr€ v de a strong and vonsistent narratis a throu,bout the 
POl journey. 

2;l poi°+a'rtatsaria i Although the. hoard ad conneittee struetere is fit for gatrrp* , 

there is a lack of clarity around roles and responsibilities which undermines the 
ability for the gr~wenaance structures to effectively operate. For enample, we 
foaand little evidenor od c l rrholdiur. one another toaec<-oennt. 

l i or king in .a complex a x ,inn' t rmationn ernlroiuneitt; requires a stg-a , e. 
:aaltaare, agreed. norm:., ole..ar as+vountabilities and indeed a governance structure 

that support. de asion nw.ld s., h also requires senior faders to do the right. 
thing,. work in a n.sitrir structure and deliver the :strati agenda over and 
abov their fine ion.'ti responsibilities.. Adores sins the to prevous points 
would roduor th e a q. C r urrerd in relation to r u t s us transforruationn. 

4) .quipped for 13'nrssrx L' s "1"n arasfssa rrraatson f'tL has the systems and 
processes in plane to manage .small scale l: ,Y tr >rod risk within individual 
luncttirns. it needs to equip itself with the _. a :ta. rult'rrre, processes, people and 
systems to deal with complexity and stx : r > *.l, . ,"gor ation Will iusdertaw$ e as 
part. of gusinersTransforrxaatx0oe: A t,",rr o our  amendation.s'.'Ve have 
identified the need for POL to: 

Better define its cask appetite ite and tits common fratt m'erk as to how it will
manage risk across the organisatk u 

Consolidate and simplsfir its ecru Yr q. e'r£a, ori" to s . d rer tire nro rilrer of
rnars ag parts 

quip itself with the right tools and .processes indluduW, a co nt ra change 
language, the improvers a nt in Management 'Lnfornrati.on and ookilling of 
its change capability with the experience of undertaking transformational ormational 
change. 

Risk Update — September 2014 Chris Aujard Page 1 of 1 
11 September 2014 
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APPENDIX - B 

DEVELOPING RISK APPETITE: NEXT STEPS 

1. BACKGROUND: 

This paper sets out the next steps required to progress to a Board level statement of risk 

appetite for the Post Office. To date, two papers on risk appetite have been discussed by ExCo; a 

paper at the ExCo risk session on 8 May 2014 and the risk appetite framework and journey 

presentation prepared by PwC and presented on 11 August 2014. 

It is generally accepted that setting risk appetite is not a "right first time" exercise. Increased 

accuracy over setting appetite is gained iteratively. 

2. ACTION PLAN: 

The next steps in the process to develop a proposed Risk Appetite Statement for the Audit and 

Risk Committee and the Post Office Board are: 

• Risk and Compliance have identified proposed categories of risk which will be included in the 

risk appetite statement. These categories and the business unit owners are: 

Category of Risk Proposed Owner 

Customer and community requirements Martin George 

Safety, health and wellbeing Neil Hayward 

Financial Resources Chris Day 

Investment Programmes David Ryan / Alison Thomson / Lesley Sewell 

Government services Martin George 

Financial Services Nick Kennet 

Mails Martin George 

Business operations Kevin Gilliland / Nick Kennet / Martin George 

/ Chris Aujard 

Regulatory Compliance Alwen Lyons / Nick Kennet / Chris Aujard 

Strategic initiatives / growth targets David Ryan / Nick Kennet 

Environmental responsibility Neil Hayward 

• Risk team will hold individual sessions with each of the above Risk Category owners to 

identify key risks and potential impacts in their respective areas. 

• Agree areas where there is zero appetite for taking risks. 
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• Risk team will engage with risk category owners and subject matter experts to facilitate a 

structured discussion to agree risk appetite statement in areas where there is appetite for 

taking risks. 

3. The proposed risk appetite statement will be presented to the Audit and Risk Committee on 15 

October 2014 (date to be confirmed) and to the Post Office Board at its meeting on 29 October 

2014. 

4. Following ratification of the proposal by the Board, Risk and Compliance will work with risk 

category owners on implementation of the risk appetite statements into business areas. This will 

include developing local metrics and tolerance levels for each category of risk. 

ACTION REQUESTED: 

ExCo are requested to confirm their agreement with the next steps, risk categories above and the 

owners allocated. 

David Mason 

11 September 2014 
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Purpose 

The purpose of this paper is to: 

1.1 update ExCo on plans for the next SLT event on 3 October. 

Background 

2.1 The last SLT event was held in early July at King's Place. Presentations were 
delivered on business performance, marketing and business transformation, with a 
market stall approach for sessions on mails, financial services, digital and business 
transformation. The day was rounded off with a session on leadership and 
development. 

2.2 The event on 3 October will be held at one of the ETC venues, close to Museum of 
London. 

2.3 It forms a key element of the communications strategy which is setting out the 
compelling case for change, building on earlier events, Team Talk Live, on-going 
communications tactics (blogs, Team Talk lite etc...) and provides a key opportunity 
to update colleagues and further harness their support. 

Proposal 

3.1 The proposal for the 3 October meeting is to broadly follow the same format as in 
July, with a business update in the morning sessions followed by afternoon sessions 
on leading through change. This latter session is aimed at providing SLT with the 
opportunity to reflect on the change journey so far and their requirements as leaders 
over the coming months. 

3.2 It is essential that we use the meeting both to report back on developments since we 
last met, with specific reference to the accelerators, but also to keep up the 
momentum on the change narrative, emphasising the leadership responsibility of all 
on SLT during the months ahead. 

3.3 SLT will also have been updated on cost reduction initiatives in a teleconference 
early in September. 

3.4 The objectives of the 3 October session are therefore: 

• To continue the leadership dialogue around the accelerated strategy and in year 
performance: ensuring that SLT has the information it needs to update teams, 
and understands its role 

SLT event planning Mark Davies Page 1 of 2 
5 September 2014 
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• To continue the leadership development journey into leading the transformation 
of the Post Office: including the opportunity to provide personal development 
opportunities 

• To build on the development journey which began with Hay Group and the SLT 
away day sessions earlier this year 

3.5 The proposed format is therefore: 

Morning Sessions — Transformation Update 
(Plenary sessions or SLT cohort groups) 

• Keynote speech — Paula Vennells 
• Business Performance Update — Chris Day/Sarah Hall 
• Transformation update (including Wave 1 staff cost changes) David Ryan/team 
• Network/Mails strategy update: Martin George/Kevin Gilliland/team 
• Financial Services strategy: Nick Kennett/team 

Afternoon Sessions - Focus on change leadership 
(Break out into SLT cohort groups (x3) with Hay facilitators) 

• Introduction: Neil Hayward/team 
• The role of leadership through major change 
• How to lead change whilst dealing with personal transition 
• The difference between true sponsorship and being a "champion" (sponsorship 

is action not position) 
• What we know of our collective and personal leadership styles — how will this 

help us, how will this hinder us? What are we going to do about it? 

4.1 note the proposals set out above and agree the over-arching format of the event, 
subject to further updates. 

Mark Davies 
5 September 2014 

SLT event planning Mark Davies Page 2 of 2 
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POST OFFICE LTD EXECUTIVE COMMITTEE 

Winning in Mails and Network Extension Update 

1. Purpose 

The purpose of this paper is to: 

1.1. Update the Executive Committee (ExCo) on latest developments in Mails and 
Network Extension. 

2. Background 

2.1. At the June Board we presented our plans to win in the Mails market and extend our 
network by an additional 10,000 to 20,000 Access Points. 

2.2. The threats we face in the Mails market from the likes of Collect+ and myHermes 
continue to grow. Collect+ posted its first year of profit (£1.8 million) for the 52 weeks 
ending March 2014, with record full year revenues of £34.1 million on a volume of 
13.6 million parcels. Collect+'s parcel volumes have continued to grow in the first 
quarter of 2014/15, with an additional 1.2m parcels reported on the same-period last 
year. If Collect+ continues to grow at last year's growth rates for the next three years, 
it will have profitable revenue of £240m and handle 74m items per annum. 

2.3. Year-to-date Mails income is down (at Period 5) by £800k (0.6%) on last year and 
down by £10m (7%) on target, this pressure highlights the need to transform the 
mails business at pace. 

2.4. However, some competitors are struggling in this highly competitive market. Local 
Letterbox, a parcels collections, returns and sending start-up which was due to open 
500 parcelpods across the UK in 2014, has ceased trading. 

2.5. We believe that this market has significant opportunity for Post Office Ltd (POL). We 
hold a significant share of the retail Mails market (>90%) and the parcels, collections 
and returns markets are growing. 

2.6. In the three months since the June Board we have already made good progress with 
a number of actions to deliver on our ambition to win in mails and extend our 
network. This paper will update you on the key developments. 

3. Key Points 

3.1. While we have been engaging closely with Royal Mail Group (RMG) about our plans, 
and they have committed resource to help, we have not yet reached strategic 
alignment which will ensure that we can deliver our Mails strategy. Failure to reach 
alignment with RMG would negate much of the progress that is highlighted in this 
paper and the supporting reading. The team is currently working on a detailed set of 
timescales and deliverables which highlight the critical path that demonstrates when 
these agreements will need to be achieved. 

DRAFT 
Winning in Mails and Network Development Update I Martin George and Kevin Gilliland 

September 2014 1 Page 1 of 4 
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3.2. We have identified simplified journeys for our key mail products. So far we have 
agreed with RMG to waive constraints for Access Point trials, such as not having to 
weigh Home Shopping Returns. 

3.3. Ivy trials have begun. We are on track to launch 177 pilots by the end of September 
involving retailers such as SPAR and OneStop, with two sites already live. 

4. Activities/Current Situation 

4.1. In the June Board update we highlighted several areas that are key to winning in 
Mails: 

• Align Relationship with RMG. 
• Large-scale Network Development. 
• Product Simplification and Rationalisation. 
• Capturing Mails eCommerce. 
• Becoming the Leading SME Service Provider. 
• Sales Efficiency. 

Below is a brief update on developments in each of these key areas. More 
detail is provided in the supporting slide pack ('Winning in Mails and Network 
Development Update') to be found in the Reading Room. 

4.2. Align Relationship with RMG: 

• RMG remains integral to our plans for both Mails and Network 
Development, fully aligning our relationship is critical to our success 
across all areas. 

• A joint plan has been developed with RMG. A joint POL and RMG 
Trading Board meets weekly to discuss progress and agree actions to 
deliver on this plan. 

• Work has been split into five areas: Branch Metrics and Market 
Trends; Improving the Customer Journey and Providing the Right 
Products; Network Footprint; Pricing Strategy and Commercial 
Alignment; and Marketing Levers. 

• We have already gained agreement on a new size for Small Parcels 
which combines the two current Small Parcel size limits. This is due to 
go live 20 October 2014. 

• We also have agreement to waive some of RMG's requirements 
(weighing, ORB checks) at trial access points offering Home Shopping 
Returns. 

• Our main objective for the next few months is to align our commercial 
relationship. At the moment there is some mis-alignment of incentives. 
For example, overall RMG is incentivised by revenue, whilst we are 
incentivised by volume as we receive a per product fixed fee, not a % 
of revenue. 

• Over the coming few months we will work with RMG to align our 
objectives. 

4.3. Large-scale Network Development 

DRAFT 
Winning in Mails and Network Development Update I Martin George and Kevin Gilliland 

September 2014 1 Page 2 of 4 
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Strictly Confidential — Draft 

• We have made significant progress with our ambition to grow our 
network by —10k — 20k access points. 

• We have set-up a cross-functional team (including RMG colleagues) 
with a clear mandate to deliver product simplification, retailer 
partnerships, engagement with stakeholders and viable technology 
solutions that will facilitate the extension of the network on commercial 
terms that is required for POL to win in Mails. 

• Project Ivy has gathered considerable pace and is being shaped to 
test and learn for the broader network development. 

• We have two trial sites live and commitment from retailers for a further 
177 sites across the UK, by the end of September. These retailers 
include One Stop, SPAR and Eurogarages. 

• We are in detailed conversations with a number of major national 
multiple retailers. We have a sales strategy which prioritises retailers 
based on a set of criteria including network size and revenues, 
increase in coverage, and potential for cannibalisation. With a view to 
launching whole-estate partnerships for future POL access points. For 
more specific detail refer to Winning in Mails and Network 
Development Update' to be found in the Reading Room. 

• In parallel customer research is underway to ensure the access point 
propositions meet the needs of key customer groups, in respect of: 
product offering, channel, location, existing missions based on 
lifestyles, potential host partners and opening hours. The qualitative 
phase is now complete (and validates the initial products for 
simplification). The quantitative phase (a nationally representative 
survey of 5,000), will be complete in October 2014. 

4.4. Product Simplification 

• The objective is to simplify product journeys for both the customer and 
the operator. This will make our proposition more attractive to the 
operator and customer in an increasingly competitive market. 

• We have identified the first phase of products for simplification; core 
Collections and Returns services (Home Shopping Returns and Click 
and Collect), alongside core sending services (1 St and 2nd Class labels, 
Signed For and Special Delivery by 1 pm, bought online via Click & 
Drop). 

• We are working with RMG to develop a prototype to showcase these 
new customer and operator journeys on the latest low-cost, portable, 
minimal footprint hardware. 

• The prototype will not only show the new product journeys but will also 
link into back-end systems e.g. financial reconciliation and RMG's 
track and trace. 

• This prototype will be available at the end of September 2014, but will 
require technical and user testing before it can be deployed in a live 
environment. 

• The next stage will be to work with RMG to radically simplify customer 
and operator journeys. This depends upon RMG removing significant 
long-standing requirements, such as weighing items. 

DRAFT 
Winning in Mails and Network Development Update I Martin George and Kevin Gilliland 

September 2014 1 Page 3 of 4 
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Strictly Confidential — Draft 

4.5. Capturing Mails eCommerce 

• We have launched a Returns service with eBay which is expected to 
generate —£7.6m in income this financial year and will launch a Click & 
Collect service with Amazon in September. 

• Our ambition is to become the one-stop shop for e-commerce buyers 
and sellers, along each stage of the journey — from ordering, fulfilment, 
payment, financial services, collections and returns. 

• We have commenced integration with Metapack to allow for more 
rapid engagement with RMG and collaboration in the Click & Collect 
market. 

4.6. Becoming the leading SME service provider 

• Please refer to `SME Proposition Strategy Update' paper, in the 
Reading Room. 

4.7. Sales Efficiency 

• We have launched an unprecedented training and engagement 
programme with our frontline that has seen Mails income increase by 
7%. 

• It involves up-skilling our agents and Crown managers in Mails sales 
coaching capability. This began in July 2014 and so far we have 
engaged over 500 branches. On the back of this success there is a 
plan in place to speed-up the roll out. 

5.1. Many of the actions we have outlined (such as Network Development and product 
simplification) are medium-term plays that will help to grow and safeguard business 
through the current plan period. As such we would not expect to feel the benefit of 
these changes in the current year. 

5.2. The NPV on Network Development is positive (£2-3m). Beyond the direct benefits 
associated with capturing an additional £86m in revenue, Network Development will 
enable faster roll out of Product Simplification and shift to lower cost Locals Light 
Channel (benefits estimated to exceed £100m) 

6. Recommendations 

The ExCo is asked to: 

6.1. Note the update and actions set out above. 

02 September 2014 

DRAFT 
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At the Board in June we set out our stra
MaUs

Areas that we are drilling into today 

Align relationship Deepen and align our relationship with Royal Mail in order to facilitate the delivery of our accelerated Mails 
with Royal Mail strategy 

0 
Large-scale Network 
Development 

A Post Office access 
point in the local 
convenience shop, the 
supermarket, the 
garage, the coffee shop 
[See Network 
Development section] 

Product 
rationalisation 

Product simplification Capturing Mails 
eCommerce 

The one-stop shop for 
e-commerce buyers and 
sellers, along each 
stage of the journey — 
from ordering, 
fulfillment, payment, 
financial services, 
collections, returns 

Becoming the leading 
SME service provider 

Drive sales by 
developing Drop & Go 
through prospecting and 
offering collections to 
local SMEs 
[See SME section for 
additional detail] 

Sales efficien 

Prospecting, 
communication, 
conformance, 
penetration, cross-sell 
and up-sell, tiered 
selling effort 

Evaluate the scope to rationalise the breadth of our product offering to improve overall profitability and 
complexity 

rust umc - UN 1 ML U JNVIIVILKI.IHL UUIVr"ILJLIN 

reduce 
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By Sept 2014 Progress made 

Agree approach with RMG to Network 0 Established ongoing collaboration with RMG, with agreement for trials 
Development and product simplification * Launched large scale frontline training and engagement programme spanning 4,000 
Drive Sales Efficiency branches, up-skilling agents and Crown managers, with 500 branches already 

ffi Focus on winning big returns contracts covered 

Mails 
(eBay) 0 Launched Returns service with eBay, expected to generate --£7.6m in income this 
Build on Click & Collect financial year 
Launch online Mails 0 Completed online Mails prototype 
Develop alternative Click & Collect & Commenced integration with Metapack which may catalyse RMG collaboration in the 
proposition if required (Metapack) Click & Collect market 

Detailed economic impact analysis on Assessed profitability of access points and high level economics of Network 

Network existing branches and agents Development 

Developm 
- Develop engagement process and M Engaged with NFSP, with support for trials 

ent narrative for key stakeholders (e.g., W Developed engagement strategy for key retai l partners (independents and multiples) 
Government and NFSP) and initiated conversations with [XX] multiples and [XX] independents 

0 C. 135 pilots of new branches o On track to launch 177 pilots by end September, with 2 sites already live 

• Launch digital Mails online service On track to launch online Mails in September 

Digital 
4 Post Office WiFi, range of Post Office Wifi launched in x stores (TBC) 

complementary services 

Pilot SME proposition to test concept of Segmented SME market and identified target customers (microbusiness, <10 
aa.a..nAApa. 

packaged products employees) 
Develop business case for SME loyalty Prioritised opportunities: initial focus on core mails offering 

SME 
programme Commenced deep dive on the opportunity areas (mails and FS), validating them from 
Secure partnerships with key a customer and commercial perspective 
organisations such as Federation of 
Small Businesses (FSB), British 
Chambers of Commerce (BCC), eBay 

Post Otice" " IN THE STRICTEST 
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and we are nurng to morutor cornpettor actnnty to ensure
we are addressing corresponthng .. aHenges 

Competitors continue to grow, with Collect+ 
posting its first profit this year... 

[ 5600 stores with volumes of 13 E4r ' 
C lCC t 

B (Returns) 
Rev: £34.1 m, and 1 profit during 5 years of 
existence (£1.8m for Financial Year 2013/14) 

"Our longer term aspiration is to achieve 12,000 stores 
and become a more convenient and accessible 
alternative to the Post Office in terms of opening hours 
and locations"- Neil Ashworth, Collect+ CEO 

Customers of John Lewis will now be able to collect 
their purchases from 5,500 local newsagents, 
convenience stores, petrol stations and supermarkets 
connected to CollectPlus network — Retail Week, 
August 2014 

x

tf.fl.#!erfnes 5k ParcelShops and 250 Lockerboxes, with 
volumes of 3,6m (2012) 

We are partnering with Payzone— myHermes website 

Source: Company websites, Press search 

... while other players have been hit by the 
increasing competitiveness of the market 

Local Letterbox, a parcels collections, returns and 
sending start-up which was due to open 500 
parcelpods across the UK in 2014, has ceased 
trading. 

1,400 delivery offices and 40 mail 
centres with parcel volumes of 1,068m 
Rev: £7,787m 

Royal Mail has warned that price changes and 
competition from rivals have hit its parcels business. 
Parcels revenue was down 1% in the three months to 
29 June compared with the same period last year —
BBC News, July 2014 

Royal Mail is leading the FTSE 100 fallers on 
concerns about the fixture outlook for its business --
the Guardian, August 2014 

3 
Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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We are starting ig ' create o far r relationship 
a'though this take . . bufid 

Align commercial objectives with RMG and agree the value share for RMG and POL 
Full collaboration to simplify customer journeys and extend the Post Office network 

Established and held regular meetings at the 
most senior level 
Held multiple working group and weekly 
Trading meetings 
Identified high priority commercial issues to 
be resolved jointly as well as operational 
changes required for Network Development 

• Obtained agreement to waive constraints for 
access point trials e.g., 

Weighing of Home Shopping Returns 
not required 
CRB checks not required 

Obtained agreement on reduced pricing 
offers to customers on small parcels 

• Established priority programmesfor 5 
workstrearns (separate slide) 

Align commercial interests both in short term 
(2014/15) and beyond. 
Obtain provisional agreement on top product 
priority issues (collections, segregation costs 
barcodes) 
Agree and deploy a joined up customer 
experience across our on-line channels 
Deploy Network Development pilot sites with 
simpl'ified products 
Ensure a great Christmas campaign to drive 
sales 
Share improved market and financial data to 
inform current and future decisions. 
Deploy pricing changes for our customers. 

Agree and put in place new commercial 
arrangement 

® Commence rollout of Network Development 
access points 
Commence preparation for price changes at 
the beginning of April 2015 

Stakeholder risk: Fundamental misalignment of interests between RMGand POI..., and / or lack of engagement at the right levels, result in failure/delays to 
securing key agreements for Network Development. Rsk is inadequately controlled and high level engagement has been initiated around this topic 

Post Office`' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Roya Ma remans nto r r pans for both Mafis 
Network eves 

ft1 i(S] IF SI$1E8 hum 

mails Agree on and align our customer journeys for online parcels purchases 

Align on payment, cost and operational simplifications required to 
Network Development enable Network Development 

Further develop value propositions for SMEs, incl, new mails solutions 

Annual ongoing Coordinate marketing activities for maximum return 

marketing agenda 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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To resoh'e these issues we set 
DRAFT 

04 August 2014 

meet weekly to thscuss oroaress this oan 
Joint Governing Group: Emily Pang, Mike Newnham, Ste Whalley, Toby Farrance, Martin George, Kevin Gllfland, Paul Brown, Kim Lindsay, Ian Kennedy 

44 
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Large l Network v l 
We have made rla progress towards
network 

Expand our network by 10k to 20k access points to meet customer needs and counter competitive threats 

Set up a comprehensive programme to drive delivery, 
resourced with cross functional teams 

Developed 5 new operating models for access points 
and modelled future size and shape of entire network 

Developed detailed access point and network 
economics 

Identified priority retailers, developed messaging, and 
held over [10] conversations, with [x] indicating high 
interest (TCG, Morrisons, Waitrose, McColls, SPAR,...) 

On track to launch 177 access point trials on 22nd of 
September, with 2 sites already live 

Conducted qualitative customer research to ensure 
access points meet customer needs 

Engaged with NFSP and obtained support for 177 trials 

Launch access point trials and 
monitor performance 

Conduct quantitative customer 
research 

Refine operating models 
according to trials and customer 
research 

Reach agreement with NFSP on 
their position towards full Network 
Development 

® Achieve a network of 12,000 
locations (of which 400 access 
points) 

Secure contracts with 2-5 priority 
retailers, to meet FY15/16 rollout 
aspirations 

a Put in place detailed operational 
plan to roll out c. 5000 access 
points in FY15/16 

Royal Mail (stakeholder risk): Misalignment with, or lack of engagement lead to failure / delays to key agreement, e.g., pay, costs, operational simplificty 
Commercial viability (market and operations risk): Unfavorable market movements and lack of operational excellence lead tolower than expected volumes 
Stakeholder engagement (stakeholder and legal risk): Insufficient engagement with NFSP, agents, MPs, and SHEX/ BIS lead to opposition of Network 
Development 
Retailer agreements (market and technology risk): Insufficiently attractive propositions result in lower than expected number of retailers hosts foraccess points 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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A S, . .. . iN JU' .,...

Our i ivson for Network Deveopments to support the Mafis trace 
by capturng physcai  convenience through r 

Post Office access point co9ect4. Collect+ Location PayPoint Location 

Supplementing our core network with large scale Network Development 

• Additional 15-20,000 access points 

A flexible range of operating models 
Conveniently located within 10 mins 
of where customers live and work 
Omni-present (25 to 30k total 
outlets) to capture physical 
convenience, exceeding competitor 
networks in key geographies 

Deliver Network Development through a simple, low cost operating model: 
— Hosted by a high footfall, viable retailer or location, e.g.: 

Offering a selected product set: 
• Mandatory parcels: 15t & 2nd class, Special Delivery, Collections & 

Returns, International parcels 
Optional additions (depending on retailer): bill pay, E-top-up, Travel 
money & cashback (using retailer cash) 

Trials to inform technology, economic model, retail partners, arid product 
range prior to large scale roll-out 

Using existing technologies for initial pilots: 
Horizon terminals 

m Post & Go machines 
• Paystation 

- Testing new technologies capitalising on CDP capability 

-- We will evaluate the role of and impact on our existing agents 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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SCALE NETWORK E.. ........A MME 
co 

We have set up a comprehensive programme

Post Office`' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Phase 4— Completing 
Phase 3 — Extend Phase 5 — Complete 

Phase 1 — Prototype Phase 2 — Live roll out proposition and 
functionality and 

Phase 6 — Embed and 
roll out and finalise 

and planning and refinement extend to core 
acceleration 

refine 
network changes 

network 

Timeline 
July —October 2014 November 2014 — April —July 2015 August —November December 2015 —April May — August 2016 

March 2015 p 2015 2016 
E E d E 

# access £180 400 2000 4500 
E a 

6000 8500 (increases to 12000 

points S.

f
-

by end 2017/18) 

Retailers 
Ii Sales Pipeline Plan L_'' At least fve Strategic Partners Signed Up inc Rol l Out f LI At least 10 Strategic Partners Signed Up inc

and 
L-] One Strategic Partner Signed Up in d Plan ! Roll Out Plan 

artners p 
Rol l Out Plan [ At least 100 Independents sites signed up `_.:' At least 500 Independent sites signed up 

[Ii Sign Up 50 Independents 
L..i Agree on >135 pi lots t r 

i 

Product 
r  V1 Tablet solution Build and Test, I V2 Tablet Build and Test (Bill Pay , E[TppMoneygam?) V3 Tablet Build and Test 

desi nand g 
including basic mails products I Camelot Services developed to tablet E LDeploy PIN Pad & PCI Strategy

digital 
L Strategic Live Support Option Agreed Strategic Live SupportHigh Level Design ; = Strategic Live SupportBuild , Test and Go Live
Li Back End Reconci liation Customer / Retailer Journey Security [I Decommission BAt.bctical Support
Li Bi ll Pay Hign Level Design I_; Develop Fully Self Service High Level Design a L Prototype FFS one store
El EPOS High Level Design C. Tactical Tablet Support by the Programme for the 0tIbts - Deploy PIN Pad & PCI Strategy 

i Network Solution (Wifi) agreed Li Design and Develop Integrate with existing EpSbCQde 
designed
SMSto Customer enhanced with Branch Finder & Refee 
Design, Build Test PIN Pad & PCI Strategy

Implem 

-__--------- __.---- ._m.._ 
El Implementation Process for V1 I 

. . .._-...__..__.
V1 Tablet Deployed 1-to 400 Access Points F L'. V2 Tablet Deployed400 to 2000 Access Points

entation 
Designed and Tested (Marketing, Conls, Implementation Process for V1 Designed and Tested Li Deploy Five Strategic Partners

and 
Training etc) (Marketing, Corns, Training etc eate PO Box V2 

support El Standardise Retai ler ContractLegal '' I Deploy One Strategic Partner 
[.1 Retailer Operational Design for Tablet I Replace Pay Stations with Tablet Access Points 

400 " I Retai ler Operational Design for Tablet 400 plus P 1 
7 Procurement Plan and Model 

4 0J
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We have also put hi p'ace robust governance to ensure sufficient

Delivery Team 
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Fundamental misalignment of commercial interests between RMG and POL, and / or lack of Inadequately 
engagement at the right levels, result in failure/delays to securing key agreements for Network controlled 

Royal Mail 
Development, impacting viability of access point business case. Key agreements include: 

(Stakeholder risk) 
Expected pay rates from RMG to POL for products in access points 
Waiver of key operational costs, e.g., collection costs, cost of scales 
Enablers of operational simplicity, incl. IT integration, e.g., no need for parcel segregation, no 
need for multiple labels, product journey simplification, integration of track and trace etc. 

Unfavourable external factors (e.g., market changes, product pricing) lead to lower than expected [..I Controlled 

Commercial viability 
transaction volumes, driving down profitability 

(Market and operation L-' Lack of operational excellence and planning (e.g., location of access points, operational simplicity, 

risk) 
etc.) lead to lower than expected transaction volumes or higher cost, driving down profitability 
Note that RMG collaboration is a key enabler of operational simplicity (see RMG stakeholder risk 
above) 

Insufficient engagement with NFSP leads to lack of buy-an, resulting in disruptions to existing Controlled 
Stakeholder programmes (NT) 
engagement I Perceived threat of Network Development leads to lack of acceptance by agents and MPs, _.] Inadequately 

(Stakeholder and resulting in industrial action, reputational damage and negative publicity controlled 

regulatory risk) 1 Lack of timely engagement with SHEX and BIS result in delays to approval to deviate from 2020 
plan, resulting in disruptions to plan timelines Controlled 

Insufficiently attractive propositions (either due to commercial terms or complexity of operational 1.1. Controlled 
Retailer agreements requirements), result in insufficient buy-in from retailers willing to partner with Post Office, hence 
(Market and delaying the programme 

Inadequately technology risk Operational simplicity dependent on timely completion of product simplification solution build, and 
controlled agreement with Royal Mail 

. . .<.. .,., , ,,.., 

Competitor response 

. . . . 
Market risk that competitors react to Network Development by moving more aggressively to 

ors
• 

....Controlled 

(Market risk) 
lowering 

prices, 
iling anti-competitive challenges against POL), resulting fsecure position (e.g.,

in delays and or cost increases to programme 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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To deUver on Network Dev&opment vet 
of new access crab is 

RETURNS ON 
A PAYSTATION (IVY ONLY) BASIC MAILS + ASSISTED SELF-SERVICE SELF-SERVICE 

. 
' . , . 

Accept only a Accept only • Sale and accept • Sale and accept 

• Quick rollout for project IVY Large-scale rollout for Network * Supports extension in high Supports extension in high 
Development with product offering volume locations with limited staff volume locations with no staff 
at least as good as competitors capacity (e.g. convenience stores requirement (e.g. large 

with high staff costs) supermarkets with spare space) 

bMWHSRonly 
µm..wM,.,.m..m_.._,...m_~•-"

H5R
_........_.._......__...__ 

~,.m.HSR 
y HSR..w___m..M___m..m..,._m_m 

• Click and collect • Click and collect • Click and collect 
• lst/2nd with signed for lst/2nd with signed for • lst/2nd with signed for 
* Tracked (exact product tbc) Tracked (exact product tbc) * Tracked (exact product tbc) 
* Billpay Billpay 

,m om
• eTop-up eTop-up 

Iti~91 tll~~~JIItI1V'1~I1@,?~74~ . . 

This access point operating 
model used for first pass 
overall economics 

Online shoppers seeking quick Online shoppers and parcels Convenience purchases at a Convenience purchases at a 
drop off in convenience senders seeking quick drop off in more accessible location with more accessible location with 
locations with extended opening convenience locations with extended opening hours extended opening hours 
hours extended opening hours 

Customers who want to do billpay
and eTop-up 

• Paystation and barcode scanner Low cost, simple, portable • Self-service tablet with integrated • Options include: 
• Weighing scales3 hardware with easy to update barcode scanner, weighing scales — Self-service lockerbox

software and printer — Customer-facing tablet, with 
* ePOS integration possible4 intelligent drop box 

— SSK, with intelligent dropbox 
1 A version of this operating model will be ready in September on a tablet with a limited range of the products using the unsimplified existing customer journeys 
2 Not exhaustive 3 Currently required by RMG - engaging with RMG to ascertain feasibility of waiving re venue protection requirement 
4 ePOS integration is being examined as it is a key retailer requirement but costs are not yet confirm ed. Assumption is higher development cost is balan ced by lower per site hardware cost 

Post Office`-' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Basc ails Pus s the primary tip ill support 
Network 

"  ; • Acceptance only model for sending and collection of parcels, alongside bill pay and eTop-up 
Customer processes mails transaction online before dropping parcel(s) off at access point 
Access point simply scans the barcode, issues CoP and stores parcel for RMG collection 

• ill pay and eTop rip allow significant scope for market share growth and allow retailers to consider 
moving to Post Office from competitors 

• Acceptance only for mails: 
— 1s'/2'idd class (with signed 

for add-on) 
— Home Shopping Returns 
— Click and collect 
— Tracked product (possibly 

special delivery but may 
not need time element 
with fixed pick-up time) 

— International (Airmail) 

• Essential non-mails services: 
bill pay and eTop-up 

• Technological solution 
— Simple and low cost (one-off and on-going) 
— Low training requirement 

Small in-store footprint; could be ePOS integrated 
Easy to update software and open source 
Minimum infrastructure requirements 

— Label printed in store (preliminary customer research 
suggests this could be a USP) 
Low operational requirements 

---- Retailer cash with direct reconciliation 
— ePOS integration available for suitable major partners 

• Agent pay 
— Fully variable 
— Fair market rate 
— Simple blended flat rate 

POL should keep a higher percentage of retained margin 
relative to locals 

• Product set to be competitive 
• Short in-store counter transaction time 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 

• Collections 
— RMG to collect 
— Most likely new access points will already 

be on existing col lection routes 
• Segregation 

No segregation at point of acceptance 
— Segregation performed by RMG post-

collection 
Revenue protection 
— No weighing or sizing performed at access 

point 
— RMG to perform spot checks at mail plants 
Cash 
— No cash required for mails as payment is 

taken online 
— Retailer cash for eTop-up and bi ll pay 
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Emerging t from t r re vandates the
mperath,e for new operatng . . . 

Competitors are seen as a more convenient 
alternative to Post Office, providing quick drop off, 
longer opening hours and online payment 

For those using competitors — now not seen as an 
additional benefit (almost expected) 

Likely to become a basic requirement for most 

Expectation that tracking sophistication will increase 
overtime (e.g. apps, real-time) and become 
commoditised 

Although not used by all, for those sending parcels of 
value provides re-assurance 

Offered as standard by some competitors 

Royal Mail/Post Office prices seen as prohibitive for 
anything outside of a small, light parcel vs. the 
competition 

Competitors seen as cheaper than PO for higher 
weight steps (and sizes), with straightforward pricing 
(especially among SMEs) 

Post Otfice" " IN THE STRICTEST COMMERCIAL CONFIDENCE 
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. . .and suggest customers support ra 
mod&s 

• •.. • • • • • • • • • / • • • • huLl' I'll I1 
IJ

Additional interest after discovering service is by Post Office. High regard and high trust 
for Post Office and Royal Mail 

Post Office`' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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1 .11 

However, s'  iii, .. 
  • E iY: ii •, ;.' t tiIii models + .

Areas for collaboration Potential actions 

Commercial alignment is required for RMG and POL to work • Work with RMG at the highest level to agree on shared strategic benefits of rolling out 
together at pace to deliver Network Development Network Development, and creating the right incentves for both organisations to work 

together at pace to deliver ND 
...... . , >::xx: . ..........ds »xx....«»P>........vs »r>......:.:.>>.... .... : ............ ... ...-. ..............o<000...x............,,«.......x,K«....>>.. 

• Online mails solution. Customers will need a clear online channel Agree online solution to be offered 
to begin mails journeys. RM and POL must agree on which online 
solution (RM or POL) is right for customers 

Weighing and sizing items complicates and elongates the process • RM have agreed to remove the weighing requirement br Returns (for trial only). 
for customers and operators. It also increases hardware / equipment • Use trials as a test bed for not weighing (monitorimpact on RM revenue) to build case for 

removing this requirement longer term.. 
" Investigate other methods e.g. revenue protection elsewhere (e.g. at hubs or by RM) and 

adopting a sampling approach 

RM fee structures paid to POL do not drive the same behaviours. • Renegotiate fee structures with Royal Mail Group.
Fees paid to POL do not support shared objectives.Per transaction 
fees incentive POL to increase volume and RM to increase revenues 
per item 

Collecting parcels from new Post Office access points may incur " Map new locations against current RM collection points e.g. pillar boxes, business 
additional costs for RM who will look to pass theseon to POL collections 

" Allow sub-postmasters to collect from access points(hub and spoke model) 

• Track and Trace and labelliing.Track and trace connectivity and
barcode generation capabil ities will need to be e4ablished to a 
specification that meets both businesses requiremerts. This wil l • 
allow RM to reduce stock label costs and give cusbmers and 
operators a simpler quicker transaction 

• Remove /simplify back office processes. Back office processes
e.g. printing paper despatch reports for secure mal handover is time-
consuming for operators and may incur additional hadware costs. 

Segregating parcels takes up space and takes additional time fa • 
retailer 

Work with RMG to connect CDP to RM track and trace systems and enable barcode 
generation 
For Home Shopping Returns, track RM roadmap to ensure all these items include an 
embedded barcode 

Work with RM to understand underlying requirementsand provide easier, lower cost, and 
less labour intensive solutions which meet underlyhg requirements 

Segregation of parcels is performed post collection by Royal Mail or at Post Office hub. 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 



POL00027358 
POL00027358 

With is modeUng
suggests that we couki have a 2020 network of 275k branches

! R !,, .r: 
I,,,. 

373 3,627 4,600 - - 3,200 11,800 

- 2,500 4,500 4,500 12,500 3,500 27,500 

55 47 29 21 -24 128 

24% 39% 47% 49% -23% 

14% 23% 25% 33% -55% 

Economics focused on access points 
Local light model being developed, with current economics based on 
assumptions that Locals Light are simpler and hence cheaper than Locals 

1 Contribution = Income -Agent Fees 
2 Net Margin = Contribution — Direct operating costs, branch losses, branch churn costs, POL central sLpport costs 

NOTE: Does not include cost reduction in existing operating models -therefore margin comparisons for existing models and future models are not an 
exact comparison. Granular understanding of end stele profitability for existing models will be developed next quarter 
Source: Network Development economics: Post OfficeChannel P&L 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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co 

Over time, the network ill shft away from .i 
towards the new ower cost models  Average income per access point 

Community Locals 

Number of Post Office stores and access points ! Access Points Mains 

Locals Light 
a 

Crowns 

26,844 27,500 
26,209 

24,947 
3.500 3,500 

3,500 

Source: Network Development economics 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 

Observations 

Product simplification, and 
the shift of volumes towards 
lower cost channels (Access 
Points, Local Light) enables a 
reduction in the number of 
Crowns and Mains 

The pace of Locals Light and 
Access Point rollout is 
determined by operational 
feasibility, slightly lagging the 
pace of expected revenue 
growth initially before 
exceeding it in later years, 
indicating that by 2019/20 we 
have potential for increased 
numbers of access points 
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To Iii r the extended network, have r r i retailers
wouki r customer convenience according set of crtera 

Asa 

Strategic priority Likelihood of reaching an agreement 
criteria: Retailer interest in partnership 

Network size1 Technology fit 
ohniews 

Attractiveness Product fit _. ._.... 
of locations2 - Commercial fit 

don\  F\sco 

8 

Potential partners 
for evaluation 

1 Calculated from store numbers and footfall 

t Top 10 prioritised partners 

As negotiations pro-
gress, we will gain a 
better understanding 
of the likelihood of 
reaching an 

LI Existing relationship agreement with each 
TContractual constraints - potential partner 

,gg¢

Y 
.ICY' .RYm i 

Y soaiA woeeF aeeA< .afR' udftld' 

M
a 

 

9 

The coa t3erative '£

Nsa itr :s 

E __ sa 

Top 20 priority strategic partners 
based on strategic criteria 

(list is fixed) 

k hra Lewis 
'oitroe 

.. 

F y o Likely to reach 
agreement but 

,._. _ .... ... . . ... .... .. not top 20 

Priority strategic partners that 
are likely to reach an agreement 

(list may change over time) 

2 Calculated from potential for cannibalisation, and increase in network coverage 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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By the end of the rnonth we ill tratrial stes offeringa  reduced 
mafis product set supported by PaystatonsM 

Potential number 
of pilots 

I 1 Home shopping 
79 

Small forecourts player for 
returns testing out of new formats 

w V Home shopping 66 Large multiple with scale 
returns 

Alfred Janes 
v

Home shopping 
10 returns Committed to convenience 

I Home shopping 6 Spar branded estates 
refnrn 

Total 177 
As additional products 

become simplified, we will 
increase the product range in 

these stores 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 



POL00027358 
POL00027358 

HIGE" LY . : 
co 

We are dev&opng brandng r communcatons
materas that wfl hep us share these changes wth our partners

Simplified 
range of 
mails 
products 
(returns, 
send, 
collect) 

• 
• - • 
«: ' r4

s o ~ 

Post Office® 

Branding of °mini 
Post Office" is 

work in progress 

m n 
POST 

OFFiCE

IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Prioritised a list of products for 
simplification, which will be delivered 
through low cost, portable hardware e.g. 
tablet using the Common Digital Platform. 

Mapped product journeys — meeting current 
constraints and ideal end-state —and 
developed wireframes. 

Started developing tablet solution 

Android and Windows tablet with 
connected peripherals e.g. scales, 
scanner, printer. 

Resolved some key design issues (e.g. 
solution for oostacie label orintinci). 

Build and complete tablet prototype, offering 
a limited range of mails products: 

Home Shopping Returns 

m Click and Collect 

1st and 2,id Class with/without 
Signed For (purchased using Click 
& Drop) 

Special Delivery by 1 pm (purchase 
using Click & Drop) 

Technical and user testing of tablet. 

Begin live roll out of tablet solution as a trial 
(end October 2014). 

Further simplification of selected mails 
journeys — a radical simplification for 
customer and operator in collaboration with 

Royal Mail e.g. removal of weighing in 
access points. 

Develop online journey to rival competitors'. 

Simplify the bill pay and e-top up product 
journeys for customers and operators (those 
products to be included in access points). 

Technology risk: requirement to integrate CDP and Track & Trace leads to delays implementation of product journeys beyord 1st and 2nd class postage, 
impacting commercial viability of tablet solution n phase 1. This risk is controlled 

• Stakeholder risk: fundamental misalignment of RMG and POL commercial interests, and / or lack of engagement leads to delays in radical simplification of mails 
products (e.g. remove obligations to weigh and sizeitems in access points), resulting in delays to cbsing deals with retailers and lower than expected customer 
demand, with a knock on impact on ND roll out and profitability. This risk has inadequate control 

• Stakeholder risk: lack of RMG and POL agreement on ownership of the font end customer journey leads to lack of agreemert on POL's Click & Drop as the 
online customer channel for POL, resulting in the reed to redesign processes built in phase 1 of produ t simplification (these currently assume Click & Drop as the 
channel for purchasing 1st, 2nd Class and Special cblivery), and hence, delays in the programme. The rsk is inadequately controlled 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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..... .... ... ..... . . .... ..... .... .. .. .. ..... .. . ...... .... . ....... ... . . . . . . . . . . . . . .. .. . . . .. .. . . . . . . . .. ... . .. . . .. . 

We are liven .r and quicker 
transactions r our operators and customers 

The new customer journey 

• 

--- Home Shopping 
Returns 
Click and Collect 

_...,_ Purchased via 
Click & Drop: 

1st and 2nd 

Class with I 
without Signed 
For 
Special 
Delivery by 
1pm 

• iiiIsir- 

At access point 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 

I .• -. . . -. -. • r - •, 

partner •• 
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Beyond Network Dev&opment, we have aso made sgnficanti 
steps towards captor capturng Mafis eCommerce, mprovng
services, and

• Launched a Returns service with eBay 
expected to generate —£7.6m in income 
this financial year 

• Commenced integration with Metapack 
which may catalyse RMG collaboration 
in the Click & Collect market 

• Launched unprecedented frontline 
training and engagement programme, 
increasing Mails income by 7% 

• Up-skilled agents and Crown managers 
in sales coaching capability, beginning 
from July 2014 and spanning over 500 
branches 

• Put in place plan to speed up roil out 

• Segmented SME market and identified 
target customers (microbusiness, <10 
employees) 

• Prioritised opportunities: initial focus on 
core mails offering 

• Commenced deep dive on the 
opportunity areas (mails and FS), 
validating them from a customer and 
commercial perspective 

Launch a Click & Collect service 
Amazon in September. 

Design the proposition features and 
benefits, define the customer 
experience and build a business case 
for prioritised opportunities 
Bbuild a more detailed prototype to 
validate with customers, produce a 
detailed go to market plan and detailed 
5 year business case outlining 
investment requirements 

Post Office`' IN THE STRICTEST COMMERCIAL CONFIDENCE 

Become the one-stop shop for e-
commerce buyers and sellers, along 
each stage of the journey —from 
ordering, fulfilment, payment, financial 
services, collections and returns. 

Roll out prototype across existing POL 
network 
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Appendflx Network Dev&opment comrnercas

Post Office`' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Based on current 1mates, access pohits wU deUver C. in 
income in hi net profit by 2020 

1.[1 

over time, reaching 
£64m income and 

1 Contribution = income minus agent pay 
2 Net profit= income minus agent pay, minus direct operating costs (single site direct operating costs , branch losses), minus support operating costs (10 % churn cost, POL central support) 

Source: Network Development economics 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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The access point network wifi 
payback period ears 

EBITDA, Cashflow ! i EBITDA 

-20 

Cashflow 
. Profit margin — new access points 

2013/14 2014/15 2015116 2016/17 2017/18 

2° 
i i 21 • 

Observations 

Access points are 
profitable on a run-rate 
basis, but there are 
significant investment 
costs in capex, software 
development, programme 
delivery, etc 

Payback period is 
therefore 4 to 5 years, 
which is longer than 
typical POL payback 
period of 1 to 2 years 

However, some of the 
incurred costs will also 
benefit the core network 
(e.g., by positioning POL 
as most convenient 

2018/19 2019/20 Year postal service provider 
revenues to existing 

33% network increase) 

1 NPV calculation assumes 12% discount rate, no terminal value, on 2014/15 to 2019/20 cashflows 
Source: Network Development economics 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Access Pont Network , Network support rl 
per year, and churn 

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 Comments 

- 0.59 9.84 34.84 54.47 59.54 63.60 12,500
realise access points bncom

20 generating £5k each, w ith 6 month ramp up for branch 
..,.... . „ . ...,,,,.. .....~ . . ... . ..,.... w .....w... „. ..,.... ~.., .... .,.. ...:. o e ::..... w ... . ..,.m... .... ..........::.. ...,,.,... 

Agents Pay „ - (0.30) (5.04) (17.83) (27.89) (30.51) (32.68) 51 % of POL income from RM paid to agents, relative to 61% in Locals & 76% in 

Direct Operating costs - (0.21) (3.14) (6.29) (6.55) (6.55) (6.55) £524 per branch, including hardware replacement (f_1 76), online transaction costs, 

W m w 

. 
..(0.02) 

w ... . software security, consumables (see single branch P &L) 

Branch losses (0.00) (0.01) (0.02)
. (0.02)W„ 

(0.02) Allowance for losses in branch, matching branch los sea to income ratio of Locals in 
2013/14 

0.08 1.64 10.71 

...,,,...,,, 

20.01 

.. .......... . 

22.46 24.36 

......... . . ... ... .... ...., ..... ..... ... .... ..., , ...., ..., •.. 

Churn costs j (1.18) (2.36) (2.46) (2.46) (2.46) 10% churn of branches at £1,969 per branch, includi ng sales team costs (£781); 
branch setup investment £1 167 equipment  recover from closed branch (21) Y 

POL Support (0.25) (0.65) (0.91) (091) (0.91) (0.91) FTE cost required for support from contracts manage ment (1 FTE); Payroll (10 FTE); 

- (0.17) (0.18) 7.44 16.64 19.09 20.98 

Branch Setup Investment ' - (0.47) (6.53) (7.00) (0.58) - - £1,167 per branch inc. upfront hardware costs (£606); signage (£295); local mkting 
(£200), off-site commissioning (£66) (see single branch ), w w 

Program Implementation 
Team (1.09) 1.67  ( ) (1.57 ) ( 0.01 ) . (001 ) (0.01) FTE resources required to support project implementation 

Program Control " (4 18) (0.60) (0.25) FTE resources required to support program management office 

Software development ;I (344) (4.97) (1.55) Cost to develop simplified product journeys through CDP software on tablets over first 
(Product Design) 3 years of program 

Sales team (multiples) . . ( 0-11) { 0.40) ' (0 20) . (0 20) 40% of access points in multiples (4,900 by 2020), 5 dedicated sales FTE until March s
........ I 2016 2 5 FTE to complete roll out 

Sates team (independ ) (4,00) (4.22) (0.22) 60% of access points in independents (7,600 by 2020 ), -11 visits required to sign 1 

.. . . .. . .. .. . .. . . .. .. ... . branch (accounting for unsuccessful signups) 1.. .. . ... . .. . ... .. .. . .. . .. .. .. .. .. .. .. .., .. . .. . . . .. .. ... . .. . , .. ... .. .. .. .. .. ... .. .. ... 

Network modelling (0.05) (0.10) (0.10) (0.05) 2 FTE resources required to support network modelling during roll-out 

Customer research (0.25) Customer research costs only, other marketing costs for in single branch P&L 

- (9.58) (18.27) (14,88) (1.06) (0.01) (0.01) 

. . - (9.7) (18.5) (7.4) 15.6 19.08 20.97 

1 Assumed to match current NT excluding scoping, no business plan, no interview, no ergonomic or disabil ity requirements, no physical deployment engageme nt and no CF involvement 

Post Office IN THE STRICTEST COMMERCIAL CONFIDENCE 
Source: Network Development economics 
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\ ; 

Singe Access Point P&L: Accesspoints r r annum, 
with fit of £2k 

POL product revenues Post Office Retailer Assumptions 

Mails. . .., ..... ...,. .. 4039 2255 • ...: Assumes current MDA rates for Mails products, 
® A. Home Shopping Returns...... ... _. ...... ...:. .. ...,a ............. .1. 060 ... . ..._.... 815 existing supplier rates for Billpay & e-top up 

B. Collections : : 356 . , ... ...2.31.,. .... Transaction volumes modeled from Network 
• C. 1st/2nd Class Labels 296 „„ 1 071 Gravity model accounting for 2020 Strategic Plan 

pD. Special DeliverY „ 178 90 - income 
• E. International 48 .... 
Financial Services 

,...... .. . .., 
......................1.0.49.. .

:1.50 ... ... . ..... ... . 
349 ..... ..... ..... .... .... ....., ..... ...... ..... ..... ..... .... ........... ..... . 

• A y.. Billpa..: ..... . .... .... ..... . ...., .... ..,...p.. 984 302
..
... 

® B. eTo.p uu .... ...... . . ......................... ............................. , _ £ .a. 66 47 r' 
Total Revenue £ 5,089 - 
POL product agent fees _ _. _ m _ _ . ..._ .. 

.... 
...- ,, Assumes 35p flat rate per parcel, POL Locals 

• Mails f„ ?..a . -2255 rates for billpay and etopup 
• FinancialServices   L a. ._....... .. .. ..... ......... 
Total agent fees 

..... 
£? 

. ...-349 . .... 
2,604 

• 
20s per standard mails transaction, 60s per 

POL product aperat.ngcosts special delivery transaction; 1.5 hrstraining for 10 
® Labour

—Retailer Wages f h.a. 
- 
- 

775 
-625 ea cost staff each y r £10/hrstaff 

—Ongoing Retailer Training .,,,...... ._ f?a .:....,,.... - -150 • sume etim Assumes yr lifetime for tablet (£100), 4 year .. .... ..... ... .... ... ... ... 
Hardware ...Maintenance/Suppo _., ..... ... £. ._......._. . 1.76...:.... .. :_.. lifetime otherwise 

• Ongoing Operational Costs a. -347 -276 • £28 on consumables, £276 online transaction 
Total Operating Costs -524 -1,051 -_, costs, £25 asset management costs, £18 user 
POL PRODUCT PROFIT, (LOSS) 1,961 1,552 charging; POL broadband cost (for retailers ... 
Retailer revenue uplift from footfall ........ ..... ..... .. ...... ....... . . .. .... ... .... 64% - . .... .... . .... .... 6,228 • o ::Q: ., : 

of customers are new to store, 50% make an Retailer Product Costs _ 4,941 
RETAILER PRODUCT PROFIT (LOSS) - 1,557 in-store purchase; £3 average basket size; 25% 
TOTAL PROFIT LASS 1961 31Qg............\ ..µ gross profit margin for retail (assumptions in line 
U,pfiront Investment _ ._ _.. with Collect+ public data on revenue uplift ..... .. 

Hardware p:a: -672 
—Upfront cost £ p,a, 

....... ..: 
-606 

.. ..... .....-. ...., .. . 
. .. . .. 

• Tablet + secure docking station £ p.a. -300 - • £200 for tablet, £100 for docking station 
• Scanner & card reader £ p.a, -78 - • £48 for scanner, £31 for card reader 
• Label printer a, 227 

.....
...............All hardware costs benchmarked to EU 

Access paint commissioning (deljve.ry) „.. ..... . ; p, .,. ,_ ..-6,6 , ._ -., ...... . ..,, Off-site commissioning costs 
• One-off O erational Cosst P r r to 495 £ £ Sio naa.(295 leaflets (200 0...... ).,...._ )..... ..... ......... ..,,, __... .. .....,...,..... .... ....a._, .. . .. . ........._ _ _................................ . .... .. _ u . 
Total upfront investment 

~~ ,.. 
a. p.c 

_,W.....r..._..._,..,. ..,.._..W.....,, _.,. ~ ,..,.,....,.. 
-1,167 

~ ~...,........... .. 
- 

... . ._ .... ......... 
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Gwen hgh ev&sofuncertarnty we have aso assessed the
commerca impact of major rsks as weD as addtonas 
from other evers Unchanged from base  Lower than base Higher than base 

Access Point 
Description Scenario assumptions 2020 EBITDA NPV Profit Margin 

(n

0 

14

au 

Royal Mail 

Most likely scenario, based on 
evidence today 

Income: Downside in RMG payment 
to POL for access point products, 
due to rebalancing of payments 
across entire product portfolio 

As in previous pages 20.99 2.64 39% 
......... 

• For the access point network to breakeven on NPV, 
( 1975. 0.00 Q 31% 

POL can at most a 6% reduction in RMG income

• For the single site access point to break even, POLcan ( (55.60 0% 
tolerate at most a 49% reduction in RMG income 

• Costs: Lack of collaboration by Additional £1,485 operating costs and £325investment (  10.92 C(28.64)RMG could increase costs costs per branch to be borne by POL. and retailed ..-.. ..__.,_ J 

• Variance in transaction volumes due 
Transaction to market movements, operation 

Volumes excellence, etc 

76% decrease in transaction volumes on base casd

• 41% increase in, transaction volumes on base case' " 30.79 \ 24.26 
44%\ 

Shared deve- Product development costs shared • £10m of product development capexallocated to core 

lopment costs across POL, as benefit accrues to POL 
entire network 

"Start-up" 
• Further reduce all operating, * Reduction of 14% operating cost, 27% upfront cost 

Operating investment and program costs to a from: No costs for consumables; branch 

model minimum, as if this were a start-up commissioning; branch user charges; tablet 
business management; network modeling; customer research; 

50%• reduction in cost for marketin 
ePOS • Development of ePOS integration • ePOS integration in place for 50% of multiple partnes 
integration eliminates need for hardware capex (20% of access point network); at £925k development 

and maintenance costs costs ( £370 per branch), replacing £1,167 of 
 investment and £176 of operating costper branch 

Low cost sales 

.. ... . . ... .. .. 

• Radical change • in field team model 

.. . . 
_. ... . .. .. . . . . . .. .. .. . . .. ... . 

50% reduction in independents sales force 
force to support roll-out

costs
 to independents, 

e.g., online only support 
1 See backup on transaction volumes for detailed scenario assumptions; 2 See backup on Royal Mail costs for detailed scenario assumptions 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
Source: Source 

2098 1077 a ( 39% 

22.26 9 60 
' 

, 45% 

21.42 
 
499 39% 

2147 7 16 39% 
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'.O DEVELOPMENT: C M .... ....L........

Roya' g base case assumes that POL 
 

ill rec&ve the full 
"sa'e and accept" ncorne from , and pay market rates
agents to remain

Sale & Accept Accept only 

Post Office "Sale & 
Accept" Income from 
Royal Mail PO Locals Agent Fee 

Collect:+/PayPoint Access Point Agent 
Agent Fee (estimate) Fee 

. -.-.-."-

I i 

0 

a • 

..... ......... 

1 1

....A. ........ 

0.35 .......... 

. ... . ,:> .... . 

0.35 

0.35 
0.6% of transaction 

value 

0.08 

4% of transaction 
value 

0.08 

Source: Post Office income factors, Post Office estimates of agent fees based on public data and feedbmck from retailers and clients 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 

We estimate market 
rates to be around 35p 
per parcel, and 
therefore agent fees 
wil l match that; this is 
lower than the -44p 
weighted average per 
parcel POL pays to 
existing Locals 

. However, profitability 
depends on POL 
receiving the full "sale 
and accept" income 
from RMG, as we 
assume that customers 
will use our online 
platform 

Should POL income 
decline as part of 
overall pricing 
renegotiation with 
RMG, agents pay and 
profitability will be 
affected 
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Roya Lack t co aboraUonbyRoya crease 
operating sty by £1485 and investment costs by £325 per access 
pont to t the tail 

Includes costs borne by the retailer e.g., staff time 

Base case 
operating costs 

Parcel Collection1

Parcel Weighing2

Parcel Segregation3

CRB Checks` 

Additional Barcodes5

Increased 
operating cost 

1,575 
Base case upfront 
investment costs 

600 

ors 

Scales 

Scales delivery 

Potential increased 
investment costs 

Costs borne by retailer, e.g., 
in increased staff costs due 
to longer transaction time 

1 If the number of additional collection locations exceeds 10% of current as permitted through MDA (i.e., over-1000 new collection points), Royal Mail 
may charge up to £600 per new collection point; 

2 Weighing introduces scales (£173 maintenance & ongoing replacement cost on top of investment;) and -5s additional transaction time (-£146p.a. 
assuming base case transactions) 

3 Adds -5s transaction time (-£146 p.a.); 4 £26 per CRB check, --5 staff per year; 5 Adds --10s transaction time (--£291 p.a.) 
Source: Single Access Points Economics Model , 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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LARGESCALE  NETWORK L . . ̀  M . .... 
Transaction : High cases for transacflon

were a lip data on 
MPayPont/CoUectPus Office is 

s P coIIect 

300 Billpay and " Based on sample 
etopup transactions transaction volumes 
per week based on from 24 post office 
Paypoint website (8m locals in June 2014 
reported customer e Volumes include 
visits for 26,700 — Billpay, etopup, 
paypoint outlets') Selected mails (1st 

and 2nd class 
labels accept only, 
HSR, Click and 
Collect, Airmail) 

Source: Paypoint website; Annual reports; Sample of 29 news agents 

Assumes mails 
volumes equal to 
Collect+ 
Assumes no Billpay 
or etopup (e.g., if host 
retailers already 
providing this service) 

• Assumes mails 
volumes based on 
latest network gravity 
model 

• Assumes Billpay and 
etopup market share 
is unchanged but 
distributed over 
greater number of 
branches and access 
points (25k is 2020 
size of network) 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 

Assumes mails 
volumes based on 
latest network gravity 
model 
Assumes POL 
regains market share 
in Billpay and etopup 
and grows revenues 
to £50m in 2020 
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Transaction - Even f transacflon voumes f 
access point profitabUty . today

Profit 

3,500 

3,000 

2,500 

2,000 

1,500 

1,000 

500 

0 

-500 

Billpay & 
$-

E p p 

500 500 1000 1500 2000 2500 3000 3500 

Low transaction 
volumes scenario' 

Profit margin: 10% 
Trans. Volume: 49 pw. 

Better than locals2
......................................................................... 
Profit margin: 23% 
Trans. Volume: 54 p.w. 

0  Transaction volume scenarios 

4500 500 5500 6000 6500 7000 7500 8 00 

Inc me 

Base case High transaction 
I......  

Profit margin volumes scenario3. 39% . ........ 
Trans. Volume: Profit margin: 44% 

Mails: 126 p.w. Trans. Volume: 296 pw. 
Billpay/etop: 79 pw. 

Mails only 
............................................................................ 
Profit margin: 31% 
Trans. Volume: 126 p.w. 

Locals volumes 
.............................................................. 

Profit margin: 43% 
Trans. Volume: 

Mails: 181 p.w. 
Billpay/etop: 148 p.w. 

1 76% decrease in transaction volumes on base case, assumes only HSR, Collections, 1st/2nd Labels; 2 Assumes full Basic Mails+ product set; 3 44% increase in transaction volumes on base case 

Source: Single Access Points Economics Model 

Post Office`' IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Incremental direct benefit, 2020 
£m Description 

Mails income defended  51 Direct Mails income through 12,500 new Basic Mails+ Access Points g 

Access Point network costs 

Existing network costs 

Indirect benefit I benefit partially attributable to Network Development. 2020 
£m Description 

£113m of revenue shifts from existing branches (Mains, Locals, Community) 
Channel shift benefit 14 with weighted average opex of 88% to new branches (Local Light) with 

weighted average opex of 75% (exc. Income due to "Network effect') 

Product simnlificatinn henefit 98 Assumes a 20% saving on agent fees in Mains, Locals, Community, and Local 
Lights 

Post Office® IN THE STRICTEST COMMERCIAL CONFIDENCE 
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Confidential 

Digital update - September 2014 

1. Purpose 

1.1 The purpose of this paper is to give a brief update on progress against the digital 
initiatives shared at the June board meeting. 

2. Summary 

2.1 Common Digital Platform: All activities aligned to ebusiness/RMG separation 
on track. 

2.2 Digital trials in support of branch of the future concepts mobilising Sept/Oct. 

2.3 Design Lab at Southbank University opened. 

2.4 Digital strategy work being scoped to align with key business transformation 
programmes. 

Update on key initiatives completed. 

Initiative Status Next steps 

CDP Release 2 — Integration of Completed in July. N/A 
new content management 
system. Delivery of core 
architecture. CDP elements of 
mails online. 

CDP Release 3 - Full, Completed in August. N/A 
production ready platform 
released. 

Southbank University Design Opened in July and hosting Fully operationalise Design 
Lab stakeholders from board, Lab to act as working 

exec, stakeholders, prototype branch of the 
business teams. future. 

4. Activities/Current Situation 

Update on key initiatives in progress. 

Initiative Status Next steps 

Mails Online / Click and Drop Final changes being made Soft launch to model office 
from further customer Sept 15. Live to customers 
testing. Oct 6. NB still subject to 

Royal Mail approval. 

CDP Release 3.1 - Separation On track forgo live Completion of testing and 
of Rod Fishing Licences. 08/10/2014. business readiness steps. 

Digital update - Sept 2014 Martin George Page 1 of 2 1 Sept '14 
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Confidential 

CDP Release 4 - Use of Agreed with Royal Mail and Joint management by Post 
www.postoffice.co.uk on the on track for delivery as part Office/Royal Mail 
Accenture platform before final of CDP Release 4 at end Separation team to engage 
separation date from Royal October. Capgemini and Accenture 
Mail. to implement. 

CDP Release 4 - Content migration on track. Completion of development 
redevelopment and rehosting ready for testing. 
of Post Office content and Completion of business 
standalone website tools on readiness plan ready forgo 
CDP. live. 

CDP Release 4 — Development on track. Assessment of underlying 

and rehosting redevelopment rehosting
Some challenges re. fixing data structures to ensure 

Branch Finder on Accenture of
platform. 

issues with existing accurate opening hours can 
implementation. be displayed. 

Wi-fi in branches Installation of Wi-Fi Customer facing Wi-Fi live 
capability completed across by early October. 
17 branches. Not yet live to Agree additional 8 locations 
customers. (including Supply Chain). 

In branch Queue management Trail to be limited to Hitchin Implement into Hitchin by 
branch in first instance. mid-October. 

Network Development Prototyping under way to Working prototype due end 
support extension and new September. 
access points. 

New Initiatives Status Next steps 

Completion of digital/omni- Replanning to ensure Align with Business 
channel strategy alignment with Business Transformation and 

Transformation and Network development work 
Network development work streams and mobilise late 
streams and mobilise late September. 
September. 

Website and product Proposals being put Target to begin work mid-
application optimisation together to improve late September to drive in 

conversion rates of online year benefit. 
application forms 

Queue Sensing in-branch (2 Proposals currently being Install into 20 branches by 
suppliers) agreed end of October 

5. Next steps 

4.1 No approvals needed. 

4.2 A full update will be given at November board 

Martin George 
01 Sept 2014 
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SME Proposition Strategy Update 

The purpose of this paper is to: 

1.1 Update the Board on progress since June. 

1.2 Provide timelines for delivery and content for November Board. 

2. Background 

2.1 Post Office has an estimated 2 million (40% of total market) SME's visiting the 
branch network on a weekly basis and this customer group contributes 15% of 
total revenue. 

2.2 SME revenue is primarily driven through mails services, though limited customer 
data is held due to a limited number of these customers registering for Drop & 
Go. 

2.3 Other products and services are available for SME's but have not historically 
been launched based on customer/market need. As a result, Post Office does 
not have a cohesive and relevant proposition for this market and are is not 
currently seen as a credible business services provider. 

2.4 Given the size of opportunity and scope that Post Office has to win in this 
market, a project was started in May consisting of four phases and follows a 
proven and highly iterative framework to confidently deliver a proposition set; 
firmly based on customer need, market opportunity, internal/partner capability 
and commercial value. 

2.5 In June we presented to the Board a hypothesis for our SME strategy based on 
early stage insight along with the forecast commercial value for this segment 
from 2014 - 2020. 

3. Activities/Current Situation 

3.1 The process we are following is highly iterative, keeping the customer at the 
heart of our development. Below is a summary of the four phases of the project, 
associated timings and what has been completed to date - 

3.2 Phase 1 (complete) — the aim of this phase is to segment the SME market and 
understand who our target market is, gather customer and market insight and 
identify prioritised opportunities for the Post Office. Outputs of this phase are 
detailed below and within the attached executive summary deck: 

• We will be targeting micro businesses (<10 employees) 
• Specifically focus on start-up, lifestyle and growth segments, with a 

particular focus on the e-commerce vertical 
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High level insight told us that SME's do not see the Post Office as a 
credible business service provider and that we must focus on getting our 
core mails offering fit for purpose before being considered for wider 
products and services, meaning that pricing, engagement, acquisition 
and servicing in mails must be the focus for 2014/15 
This will give us the platform and portfolio of customers to credibly deliver 
a Financial Services proposition to the market 
Based on depth interviews with SME's, market opportunity and internal 
ideation, Mails and Financial Services were the areas prioritised 

3.3 Phase 2 — The aim of this phase is to deep dive on the opportunity areas (mails 
and FS), validating them from a customer and commercial perspective and 
identifying concepts that can be tested with customers. Components of this 
phase are detailed below: 

• Deep dive customer research on mails and FS with over 30 SME's 
• Proposition co-creation sessions with over 20 SME's 
• Identify commercial opportunity for each area 
• Generate ideas and testing with customers to inform proposition design 
• Completion date — 12th September 

3.4 Phase 3 — this phase will explore the concepts identified further, to design the 
proposition features and benefits, define the customer experience and build a 
business case. Outputs of this phase are detailed below: 

• Stretch and build initial concepts and convert them to a detailed 
proposition set in collaboration with Bank of Ireland and Royal Mail 

• Bring the proposition to life through customer experience design 
• Deliver a working prototype of the propositions using a combination of 

visual storyboards, clickable wireframes and collateral mock ups to test 
with customers 

• Identify commercial implications and capability gaps (internally and 
partners) 

• Build a business case and identify cost drivers 
• Completion date — 3 d̀ October 

4.5 Phase 4 — this phase will build a more detailed prototype to validate with 
customers, produce a detailed go to market plan and detailed business case 
outlining investment requirements. Outputs of this phase are detailed below: 

• Identification of minimal viable proposition and detailed roll out plan 
• Go to market plan and implementation roadmap 
• Defined customer marketing, channel and distribution strategies 
• Fully functioning prototypes for the user experience and user interface 

which will be fully tested and enhanced through multiple rounds of 
customer testing in collaboration with Bank of Ireland and Royal Mail 

• 5 year commercial case, including investment requirements 
• Project completion date — 31st October 
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5. Commercial Impact/Costs 

5.1 £95,600 already spent for delivery of first phase. 

5.2 A contribution of £95,600 from Eagle funding (Bank of Ireland) has been 
approved and budgeted for. 

5.3 A further £222,800 is required to complete this project. 

5.4 The proposition framework used for this project will be embedded into the Post 
Office, removing the need to work with an external consultancy firm on future 
proposition development and any associated costs. 

5.5 Detailed commercial impact and development costs will be determined through 
the process and will form part of the final output. 

6. Key Risks/Mitigation 

6.1 To be determined through the process and detailed in final output. 

7. Recommendations & Next Steps 

7.1 The SME proposition strategy work will be presented at the November Board 
session for final approval. 

7.2 The presentation in November will clearly articulate the SME proposition 
strategy, the 5 year commercial impact, risks and dependencies, go to market 
plan, delivery roadmap and fully functioning prototypes to bring the propositions 
to life. 

SME Strategy Update Martin George September 2014 Page 3 of 3 



POL00027358 
POL00027358 

Strictly Confidential 

POST OFFICE LTD BOARD 

Corporate Insurance Programme 2014/15 

The purpose of this paper is to: 

1.1 Share the output of a review of the insurance position and recommend the basis 
for insurance renewal for the period 1 October 2014 to 30 September 2015; and 

1.2 Update on the appointment of an in-house insurance and risk management 
professional to manage the insurance programme, in light of the current cost 
reduction programme. 

2. Background 

2.1 This is the third anniversary of the PO stand-alone Insurance Programme 
following the split from the RMG insurance programme in September 2012. 

2.2 PO has worked with insurers on the largest risks (Crime, General Liability and 
Motor) in order to keep Insurance costs to a minimum whilst enjoying appropriate 
cover to meet our risks. 

2.3 An insurance review has been commissioned to ensure that key risks are insured 
and to identify whether any enhancements to cover or premium savings can be 
achieved now we have improved risk and claims information. 

2.4 PO has had no major claims in the last 24 months. This has enabled us to be 
more proactive with Insurers over pricing and coverage. 

2.5 PO has built up discrete claims data over the past two years. Historically this 
was an issue because it was not possible to separate PO from RM's data. 

3. Key Insurance policies 

3.1 The key corporate insurances currently in place are (more detail at Annex 3): 

• Crime 
• Directors and Officers Liability 
• Property Damage/Increased Cost of Working 
• Terrorism 
• Employers Liability 
• Public Liability 
• Motor Fleet (Commercial and Private) 
• Cyber Liability (specific Government Contracts only) 
• Professional Indemnity (Government Contracts only) 
• Personal Accident/Travel 
• Special Contingency 

4. Claims 

4.1 This has been the second strong year for PO with regards to claims, with far 
fewer claims notified than envisaged in the last 12 months. 

Corporate Insurance Chris Day Page 1 of 8 
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4.2 It should be noted that PO now has clear claims procedures in place, with QBE 
handling all liability and motor claims. This has led to a substantial drop in 
amounts paid out in claims since RMG managed the process. Full details are 
attached in Annex 2. 

5. Summary of Insurance Review 

5.1 A review has been undertaken of all the major risks and relevant insurance 
policies. Full details are contained in Appendix 1, however in summary, the main 
findings of the review are: 

• Our insurances are fit for purpose 
• Some policies will not be renewed (Contractors All Risks) 
• Looking at reducing deductibles where there is no impact on premium 
• Leveraging our risk and claims data to reduce premium where possible 
• We are obtaining quotations for Professional Indemnity Insurance across POL 

5.2 The review will be updated to reflect the findings of the PWC report. 

6.1 As our risk profile changes and as we execute our strategy, it is important that, 
where possible, our insurances are aligned to our risks. Whilst our Insurance 
advisers and insurers provide support to us with our day to day requirements, 
consideration has been given to investing in a full time "in house" Risk and 
Insurance manager. 

6.2 This post would enable us to constantly review our insurable and non-insurable 
exposures and also manage our external insurance partner relationships. 
Alongside this, we would be able to align our risk financing strategy to our 
internal risk register (where given the confidential and sensitive nature of the 
detail, this should remain internal) together with meeting our corporate 
governance responsibilities. 

6.3 This role is in line with comparable companies of PO size and complexity. A 
strong candidate has been identified but as the cost would be c.£100k pa it is 
recommended that this decision is incorporated within Business Transformation. 

The Board is asked to agree: 

7.1 Renewal of insurance policies as set out in Annex 1. 

7.2 Future renewal authority is delegated to Chris Day. 

7.3 That the decision of recruiting dedicated insurance resource is incorporated 
within Business Transformation. 

Chris Day 
September 2014 
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POST OFFICE LTD - INSURANCE REVIEW - AUGUST 2014 

e! 

PROPERTY DAMAGE ZURICH All loss or physical damage to POL GBP1m each and Property risks have been strongly managed historically with no claim Renewal negotiations with holding Insurer Zurich continue 

£134,620 properties as declared including every loss recorded. POL have worked with Insurers to upgrade Swindon's risk and we anticipate a 6 % reduction in premium on expiring 
Buildings and machinery, stock and protection to help mitigate risk and bring into line with market terms (circa 15% reduction against original 2013 premium). 
contents and Increase cost of working standards. The coverage is essentially now catastrophe cover for Recommendation is to continue at Lowest premium. 
(ICOW). POL's larger locations. Continuing with this insurance should be set 

against POL's risk appetite to meet a total loss of a large location 
(e.g.: Swindon). 

TERRORISM POOL RE This provides the "buy back" coverage GBPlm each and POL could have a legitimate exposure through its parcel handling in The premium for Terrorism is based on a pure formula of our 

£52 821 , to loss or damage to POL properties a every loss branch, as well as being seen as a Government/high profile target. sum insured (values). We are obtaining an alternative 
a result of terrorism. (This is Consideration should be given as to whether this coverage is require quotation from Lloyds which enables us to select the 
excluded under the standard property across the POL insured estate (Crown Offices). properties we wish to insure for Terrorism. Recommendation 
policies) is to only insure our Locations above GBPSm in value (Large 

offices and Cash centres). We are anticipating that we tout 
achieve at Least a 10% reduction in premium against 2013 
prerni um. 

-------------------------------------------------------- 
CONTRACTORS ALL ZURICH It is debatab-e .whether POL need this coverage, which is historic. --------------------Recommendation is to NOT renew the policy this year. 

RISKS £6,478 Typically when refurbishment or construction work is carried out, th 
Contractor would purchase the coverage on behalf of the Employer (in 
this case POL). 

EMPLOYERS QBE Liability to employees for injury or GBP250k each This is a statutory requirement. There is a GBP50 million limit of P0 are entering year two of a two year "Long Term Agreement' 

LIABILITY £251,750 disease arising out of, or in the and every loss indemnity. a uth insurer QBE. Whilst this would typically mean that the 
course of, their employment rates would remain unchanged, we have persuaded QBE to 

reconsider. Recommendation is to continue at Lowest 
premium. 

PUBLIC/PRODUCTS QBE Legal liability (loss injury or GBP2.50k each This policy has a GBP50 million limit of Indemnity. Whilst there hay As above 

LIABILITY included damage) to Third Parties arising nut and every loss been few claims, it is important that coverage is maintained as it i 

above of business act_vities felt that POL do have an exposure (and there is a requirement in a 
number of existing contracts that POL has this insurance). 

MOTOR FLEET QBE Legal liability -for loss, damage, GBP250k each This is a statutory Insurance. Current policy is "Third Party" As above 

£484,632 injury or death to third parties and every loss coverage only. 

CRIME LLOYDS Infidelity of Employees, all Property GBP1m each and This is POL's largest Insurance spend and one that is managed We have reviewed our Insurance requirements with Supply 

£808,780 (as in financial instruments) of POL every loss carefully. This is a bespoke insurance that provides both First part Chain, who have agreed that a reduction in limit to GBP400m 
or any Third Party whilst in any POL (POL loss) and Third party Insurance for all cash and financial is acceptable and meets our risk exposure. Given the nature 
premises or in transit. Forgery and Instruments. The Bank of England treat POL in a unique way in that of the insurance, this reduction does not provide an 
alteration, counterfeit currency, POL are required to purchase insurance to the FULL VALUE of the bank equivalent saving on the premium. It is anticipated that we 
damage to cash carrying vehicles, notes in circulation. Reduction in Limit to GBP400m (from GBP600m) i would achieve a 5% reduction in premium spend for reducing 
offices and contents, forged appropriate for renewal 2014. the limit and recommendation is to renew at that premium. 
securities and interest receivable an 
or payable 

DIRECTORS AND QBL Covers the cost of compensation claim This is a key risk and one that has been in place as a stand alone We anticipate that renewal will be flat in terms of premium. 

f6P,900 made against POL's directors and key coverage since 2013 (previously with RMG). Last year we had no retroactive coverage, however this year 
OFFICERS managers (officers) for alleged we have one year, meaning that this "tail" will negate a 
LIABILITY wrongful acts. discount. We continue to negotiate with insurers however it 

should be noted that any discount would be below 5%. 
Recommendation is to renew at that premium. 
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.. 
DIRECTORS AND QBE Covers the cost of compensation clairnsl This is a key risk and one that has been in place as a stand alone lie anticipate that renewal will be flat in terms of premium. 

£68,900 made against POL's directors and key coverage since 2013 (previously with RMG). Last year we had no retroactive coverage, however this year 
OFFICERS managers (officers) for alleged we have one year, meaning that this "tail" will negate a 

LIABILITY w'ongful acts. discount. We continue to negotiate with insurers however it 
should be noted that any discount would be below 5%. 
Recommendation is to renew at that premium. 

PROFESSIONAL QBE Legal Liability arising out of any GBP250k each To be reviewed against a POL wide policy. This is a contractual Negotiations with insurers continue. We are seeking between 

INDEMNITY (GOV £36,362 negligent act error or omission in the and every loss requirement. Was NOT purchased under RMG. 5-10% premium reductions where possible as there have been 
course of business activities. This no claims. It should be noted that this coverage would be 

CONTRACTS) insurance provides cover for included within any POL Wide policy and would be cancelled 
GOVERNMENT CONTRACTS ONLY should we take up the wider option. Recommendation is to 

renew at that premium initially, include PUNS when 
appropriate and rest of Po if premium is sufficentLy 
attractive. 

PERSONAL CHUBB This policy provides Personal Accident This is standard coverage but has an extension that provides a This is a small coverage within the portfolio and are 

ACC IDENT/TRAVE L £4,038 and Business Travelcover, and extends payment to Sub Postmasters if they are injured or permanently anticipating a flat renewal. This is a minimal insurance 
to include sub postmasters and their disabled as a result of a hold up. spend against the benefit that is provided. Recommendation 
substitutes and those who work under a is to renew at current premium. 
franchise contract 

CYBER LIABILITY LIBERTY Cyber liability insurance covers both This coverage is purchased exclusively for the DVLA and Border This coverage does not renew until April 2015. 

£95,400 POL and contract partners against loss Control Government contracts. 
o" damage caused by hackers, viruses 
and data theft. This insurance 
provides cover for the DVLA and Border 
Control contracts only 

SPECIAL LIBERTY Kidnap and ransom. This is a historic insurance, confidential in its nature but it is We are reviewing the possibility of including this coverage 

£11,872 considered that POL has a great enough risk to warrant the purchase. within the CRIME policy as well as looking at alternative 
CONTINGENCY stand alone quotations. Discussions are ongoing. Unlikely 

to be any premium reductions on this separate policy as we 

are at minimum premium level for the risk. 
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BUSINESS Business interruption insurance covers We do not believe that POL have an, exposure at this time, however IReconnnesdatiors is risk retained by P0. 
the loss of income that a business recommend that this be tested (Major loss scenario test) to identify 

INTERRUPTION suffers after a major Property loss if there any gaps/exposures. 

PROFESSIONAL Legal Liability arising out of any As Po's structure and business model changes, this coverage becomes We have had preliminary discussions with the Market who have 
negligent act error or omission in the more relevant, both commercially and contractually. With the arrival indicated that a GBP 10 million policy with a GBPlm

- INDEMNITY PO L course of business activities. of POMS and replacement of BOI, there will be a perceived increase in deductible each and every loss would cost between 60P250-
WIDE risk around the financial products. 300k (However, PO would save GBP35K premium by "rolling in" 

the existing PI coverage within this). Recommendation is 
risk retained by P0. 

EMPLOYMENT Employment practices liability This coverage should be considered if there are any major staff or Whilst we have rot approached the Market for a formal 
insurance covers wrongful acts arising structural changes identified in the future as part of your long term quotation, as a guide, we are advised that a GBP 5 million 

PRACTICES from the employment process (e.g.: sstrategy. Whilst there may not be a risk at this time, it is one to policy with a GBP150k deducible each and every loss would 

LIABILITY typical claims covered under an EPL keep on the radar. This risk would not be picked up under any other cost circa GBP75k. Recommendation is risk retained by P0. 
policy would include: wrongful PD insurance programme. 
termination, discrimination, sexual 
harassment, and retaliation). 

CYBER LIABILITY - Cyber liability insurance covers both We believe that Data security and Data integrity is a key risk for We are seeking an "indication" from no's existing Cyber 
POL and contract partners against loss PD. Whilst there are robust internal controls to manage this risk, insurers for a POL wide policy. Initially, we are looking at 

P  WIDE or damage caused by hackers, viruses serious consideration should be given to purchasing some level of a quotation for a minimum GBP10m limit of indemnity. The 
and data theft. Insurance protection in the event of a major data breach or "cyber" premium should be balanced against the risk PO have within 

related incident, the business. Recommendation to insure if premium not 
materially higher than existing cover. 

PROPERTY DAMAGE All loss or physical damage to POL Losses of any PO property below GBPlm rot perceived to be business Recommendation is risk retained by P0. 

(assets be lOW 
properties including Buildings and critical with enough capacity within the network to use alternative 
machinery, stock and contents and sites in the event of a loss. However, the aforennetioned major loss 

GBP1m) additional cost of working (ACOW). scenario test would identify the robust nature of this strategy. 
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Claims recorded under the POL insurance programme are as follow s. AN other policies are claims free 

Motor Fleet 

Employers/Public 
Liability Claims 
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Brief synopsis of Insurance cover 

Crime Insurance 

1.1 PO historically has one of the largest stand-alone Crime policies in the UK 
insurance market, insuring to a limit of GBP600 million, and is a requirement for 
membership of the Bank of England's Note Circulation Scheme. The policy 
covers all risk of crime including theft by employees. The policy carries a 
GBPlmillion excess and is insured by QBE and others. This is PO's largest 
external premium spend. Following a review with Supply Chain, we are able to 
reduce this limit to GBP400million for the forthcoming year saving a potential 5% 
of premium. 

Property Damage/Increased Cost of Working/Terrorism. 

2.1 PO has a Property Damage policy, insuring the full value of properties valued at 
above GBP1m. There is a GBP10 million increased cost of working limit. There 
have been no claims. 

2.2 Zurich is the insurer and there is a GBP1 million excess on the policy. Pool Re 
insures the Terrorism which mirrors the Property Damage policy. 

2.3 We have obtained alternative quotations from several Insurers, the most 
proactive being Travelers who spent a day at PO Swindon and subsequently 
offered wider coverage, a training programme for PO staff at our insured sites 
and a saving of 15% over the original 2013 premium. Our existing insurers 
Zurich have subsequently offered a 11% rebate to reflect the risk improvement 
activity at Swindon to close the premium gap. We are anticipating a further 6% 
reduction at renewal. We are also looking at whether we are able to reduce the 
GBP1 m deductible without cost and introduce an aggregate limit to cap PO 
exposure. 

Combined Liability Insurance (Employers/Public Liability) 

3.1 PO has a combined Liability programme from QBE, providing GBP50m of 
coverage on both Employers Liability and Public Liability. This carries a 
GBP250k excess. QBE handle the claims below the excess and is reimbursed by 
PO on a quarterly basis. This is a relationship that works well. 

4. Motor Fleet Insurance 

4.1 PO has two motor fleets (Commercial vehicles and Private Cars) both insured via 
QBE. 

4.2 The policy is placed in the same way as the Combined liability (namely, with a 
GBP250k excess with claims below the excess paid by QBE and reimbursed by 
PO on a quarterly basis). 
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5. Directors and Officers Liability 

5.1 This policy provides full cover for PO directors and officers where they are sued 
as a result of a wrongful act, resulting from something that they are alleged to 
have done while acting as a manager of PO. 

5.2 In addition, the policy will respond if there is an investigation into an act that they 
are alleged to have committed. 

5.3 The policy currently has a limit of GBP60m. The insurance review looked at 
whether reducing this limit to GBP40m (saving approx. GBP20,000 in premium) 
was viable. As a large organisation, it is felt that the current limit of GBP60m is 
the minimum level that PO should have and therefore should be retained. 

Professional Indemnity 

6.1 This policy was purchased to meet the Government Service Contracts 
contractual requirements. The policy has a GBP10m limit and covers a breach of 
professional duty by PO resulting in a third party loss. The policy covers Civil 
liability, defence costs and expenses, libel and slander (committed by PO or any 
person employed by PO). The policy has a GBP250k excess. QBE are the lead 
insurer. 

6.2 Our strategy, particularly in relation to our Fl products, and the increased risks 
this brings to the organisation, means that we should consider purchasing 
Professional Indemnity insurance for the whole organisation. The review is 
underway and insurers have spent some time with PO assessing the exposures. 

Cyber Liability 

7.1 This insurance is purchased as a specific requirement for the DVLA and Border 
Agency contracts and is a broad cover, extending to breach of privacy, extortion, 
network security, as well as breach of data. This policy renews in April 2015 

7.2 One of our key strategic risks relates to data protection and data integrity. The 
Insurance review has identified that consideration should be given to purchasing 
Cyber Liability across PO which would offer us a level of protection in the event 
of a significant loss. 
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September Transformation Commthee  Summary 
RAG, cost and benefits based on full programme life 
RAG in brackets indicates programmes view 
Draft — subject. to ExCo review 

Programme Time Cost Benefit Quality Comment / Areas for Discussion 

Contracts signed, openings and current quality measures ahead of target, though model profitability KPI to be agreed via revised business 
Network A A G G case which is now due for completion in September. Guided Leavers pilot underway with no significant negative stakeholder rea ction, with 
Transformation £956M ' TBC continued roll out of next stages agreed at programme Steering Group. Key action for the programme is to define clearly, disc uss and 

agree the 'cliff', aligning to business strategies being presented to Board in September 

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). Therefore 
an over achievement in last 3 quarters is needed to achieve target. More focused income call to action required at Trading Board to 

Crown x address Crown income shortfall. Customer satisfaction (queue times and transformed branches) both behind target but at P5 variance 
Transformation £1 :XX from target improving. 16 of the 70 Franchise branches are at risk with the programme investigating options for alternative ways to 

franchise or find further savings to cover the shortfall. 
Programme to produce a series of options, for October Transformation Committee, to achieve Crown break even run rate by March 2015 
(including close alignment with Network Development) 

Programme continuing, rather than pause or integrate into Business Transformation to allow early savings to be realised and improve 

Branch Su ort pp A ! G A G 
efficiency of existing operation. This will create a more stable platform for any TOM changes to be made. The programme is investigating 

M accelerating activity to bring forward benefits from 2015-16 into this year (potential additional £500K benefits). Specific questions within 
P/A Agent engagement index are proposed to measure Quality of the programme output. 

Core Finance System implementation and cut over successfully achieved to plan. 

Separation A A 
N/A 

G 
Extension side letter due to be agreed at the next MSA Board on the 24th Sept and includes incentives to separation dates for the 

(G) remaining IT workstreams. The CSC contract supporting the separation of HR and Supply Chain (hosting and service elements) due to be 
signed in late September. 

IT A (G) Alignment between IT Transformation and Business Transformation programmes continues. 

Transformation 
A A £25M TBC Revised business case produced but not yet submitted to Finance Committee, benefits and 2014-15 cost profile remain on track, though 

£53M P/A there is a risk to the programme costs beyond 2014/15. 

Network Development has significant dependencies on Common Digital Platform and Branch Counter Refresh with appropriate ATOS and 

IT Enablers A G N/A 
G 

Accenture resource working within the Network Development programme. As a result of pausing the POL SAP upgrade a risk has ri sen 
£ (G) regarding Fujitsu's willingness to continue supporting POL SAP on the existing infrastructure until March 2016 —discussions have started g 9 1 9 PP g

with Fujitsu. Transformation Committee agreed alternative governance reporting for IT Enablers portfolio. 

TOM recommendations discussed at ExCo in preparation for Post Office Board meeting on 25th September. A review of the impact of the 

Business A A TOM on existing programmes to be undertaken prior to Board meeting. Programme co -ordinating all cost reduction activities (both 

Transformation (G} £7' 5M G operational efficiency and existing cost reduction actions) and reporting to ExCo on weekly basis. An assessment of 2014/15 change plan 
14/15 has been completed with recommendations being implemented (e.g. pausing certain projects and aligning others). 

Benefits red as route to achieving savings not yet agreed. 

Programme fully operational with focus on recommendations for September Post Office Board, a compelling commercial proposition to 
inform the full programme business case and Ivy pilots (that are under development). A major risk for the programme is being able to 

Development 
A develop a commercially viable business case. 

se pt) Dependencies exist with Business Transformation for 2020 product lists and CDP to enable separation from legacy technology. Eu. ire 
` Network design underway and will need to consider impacts on other programmes particularly Network Transformation 
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1. Purpose 

The purpose of this paper is to: 

1.1 Provide an update on safety performance. 
1.2 Outline risk reduction activities. 

2. Current Situation 

2.1 The majority of accidents fall into three main categories lifting and handling, 
stepping and striking and outdoor falls. These are higher frequency events with, in 
the majority, relatively low severity. The lower frequency types of incident can carry 
the potential for very high impact, for example, assaults and road traffic collisions. 

2.2 All safety KPIs for 2013/14 were met or exceeded for the fifth year running. 
Performance during the first four months of 2014/15 indicates that at this early stage 
of the year and despite the slight adverse performance in absence accidents and 
days lost there is no current cause for concern that further reductions by year end 
are achievable and in line with the 5% year on year reduction target. 

Table 1 All Iniury accidents and those resulting in absence (Cumulative 
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2.3 Personal injury compensation claims are falling in line with the reduction in 
accidents that result in sick absence. Comparison with a similar retail 
organisation indicates that the Post Office claim rate is significantly lower in 
both public and employer's liability and of those claims the `denial' or `defence' 
rate is significantly higher. 

2.4 The number of days lost due to accidents is marginally adverse against target 
however it is anticipated that the year on year reduction target of 5% will be 
achieved. (Table 2 below refers) 
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Table 2 Days lost resulting from injury accidents (Cumulative) 
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2.5 The total number of road traffic collisions (RTCs) for the first 4 months is up 19 
on last year. While this is of concern it is believed that there continues to be a 
more robust approach to the reporting of incidents, irrespective of severity, and 
what appears to be an increase in minor damage incidents e.g. broken mirrors 
and minor scrapes The number of incidents where the Post Office driver is at 
fault' is also up compared to last year. (Table 3 refers) Road risk reduction 
opportunities continue to be the subject of analysis at the Road Risk Forum with 
a view to identifying improvement activities in addition to those already in place. 
(3.1 below) Reversing incidents are currently a cause for concern and will be 
the subject of additional attention. Injuries as a result of road traffic collisions 
are extremely infrequent. Road traffic collisions account for less than 3% of the 
overall number of injury accidents, however they have the potential for high 
impact in terms of injury and loss. Currently the majority of incidents involve low 
speed — less than 25mph. 

Table 3 Road Traffic Collisions (cumu 
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2.6 Robberies on Post Office Cash and Valuables in Transit (CViT) crews are down 
one on last year from 14 to 13 for the past 4 months. Physical injuries during 
robberies, of which there have been 4, 2 more than last year for the same 
period, remain relatively minor in severity. The level of use of firearms remains 
consistent with last year with 2 of the 13 robberies enabled by the presence 
and/or threat of use of fire arms and on no occasions were the firearms 
discharged. Support for those affected by robberies is provided by trained 
trauma supporters and professional support resources available through the 
occupational health service provision. Risk reduction activities are identified at 
3.2. (Appendix 1 — Significant Incidents refers) 

2.7 Robberies and attempted robberies on the Post Office network, for the first four 
months, are the same as last year— 29 —just over 62% were successful. 
Injuries sustained during robberies are down from 5 to 1. Robberies take place 
predominantly at sub post offices leaving Crown branches largely unaffected. 
Supporting activities have been introduced to continue to mitigate this risk and 
are identified at 3.2. (Appendix 1 — Significant Incidents refers). 

3. Activities 

3.1 Road Risk 

Current activities to mitigate road risk are: 
• Road risk forum in place to scope and develop road risk reduction initiatives 

and activities with guidance from insurer's risk management division. 
• Review of policy and guidance for non-operational drivers e.g. business car 

drivers to ensure transparent reporting of accidents and driving behaviours 
interventions 

• Analysis and deployment of interventions for reversing incidents to mitigate the 
increased incidence rates 

• Technical accident reduction interventions on new vehicles e.g. Reversing aids 
to reduce accidents 

• Analysis and evaluation of data (e.g. risk profiles) to determine further accident 
reduction interventions 

• Safe driver of the year award to encourage responsible driving 
• Weekly case conferences to ensure consistent approach to accident 

investigation, follow up activity and sharing of best practice 

3.2 Robbery/Burglary Risk 

Current activities to mitigate robbery and burglary risk are: 
• Active liaison activities with the police and increased police support activity 
• Liaison with Met. Police on the increase in gun enabled robberies 
• Introduction of new deterrent technologies e.g. DNA taggant — a solution that 

contains a unique identifier that is released automatically in the event of a 
robbery, spraying those involved and enabling identification of the individuals 
involved in the robberies 

• Significant reduction in opportunities for duress type robberies linked to the 
introduction of single person vehicles 

• Increased security support visits to Post Offices in 'hotspot' areas 
• Increased use of crime alert communication techniques to Post Offices 
• Piloting new point of transfer arrangements to reduce exposure 
• Fogging technology 
• Safe time locks 
• Increased use of surveillance vehicles 
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• A three month `Crime stopper' campaign in the West Midlands is in place, 
aimed at reducing cash in transit robberies 

3.3 Health and Wellbeing 

Current activities to enhance wellbeing 
• Second phase of visits to all Post Office sites to offer and encourage the use of 

health check equipment that provides a wide range of indicators on physical 
wellbeing. First phase of programme delivered 3681 health checks (Crowns 
2486, Admin. 553 and Supply Chain 662). The anonymised data will be used to 
develop future health and wellbeing campaigns. 

• Health and wellbeing 'Team Talk' modules 
• Health and wellbeing poster themed campaigns 
• Online wellbeing monitoring tool to support health check initiative 
• Roll out of mental health awareness programme 

3.4 Safety 

The Post Office occupational health and safety management system (OHSMS) 
is certified by external auditors to the standards required by British Standard 
OHSAS 18001. 

3.5 Asbestos Management 

Transfer of the ownership of asbestos management following separation has 
led to a programme of actions to ensure that up-to-date surveys are available, 
defined responsibilities post-split are clear and that an asbestos management 
`action plan' is in place to ensure that these issues can be managed effectively 
and in line with legislation. Legal Services have been engaged to advise on 
responsibilities, particularly in relation to the agency network, and to ensure 
arrangements for on-going management of asbestos are robust and risks 
mitigated. 

4. Residual Risks 

4.1 Driving activities have the potential for high impact/loss and therefore remain as 
a significant residual risk. However, the actions identified in 3.1 above are 
aimed at mitigating that risk and improving performance. 

5. Recommendation 

The ExCo is asked to: 

5.1 Note the overall safety performance 
5.2 Note the risk reduction activities. 
5.3 Note the residual risks 
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Appendix 1 

Significant Incidents (Period 4) 
Crowns and Network 
Location Loss Circumstances Physical Injuries Any further details 
Filton SPSO, 2-3 £4,605 Thu 17/7/2014 12:20 Two men armed with a knife None No previous incidents 
Church View, Filton, and large sticks entered the PO and forced all 4 staff 
BS34 7BT. into the fortress area, using large knives the flip top 

till drawers were forced open, all staff ok. 
Lower Broughton £5,390 Fri 18/7/2014 10:00. Five men broke in to the rear of ------ GRo---- There have been four previous 
MSPO, 21 Mocha the building, the branch was open and the counter ._._._._._._._._._._._._._._._.-' incidents. 1 burglary September 
Parade, Manchester, assistant who was working alone was punched and 2011. 3 attempted robberies, CViT 
M7 1QE kicked and required medical attention :_:_:=:_GRO August 2008, April 2011, branch 

LijJ Working cash was taken from the counter April 2012. 
drawer. 

Bloomfield SPSO, £396 Fri 18/07/2014, 20:54. Two males, one armed with a None Three previous incidents, other 
323 Beersbridge gun came in and threatened the clerk. She was burglary in March 2006, PO 
Road, Belfast, BT5 forced to hand over cash which was a mixture of PO attempted robbery in April 2010 
5DY and shop money. It is believed there could have been and a retail armed robbery in April 

a possible 3rd male outside the branch and they fled 2014. 
on bikes. 

Supply Chain  
Belle Vale SPSO, £25,000 Fri 04/07/2014. Crew member was in the PO when 2 -GRO 125 Belle Vale male assailants jumped over a wall and ran in to the 
Road, Liverpool L25 PO. The Crew member was pushed to the floor and 
2PE the cross pavement protection box snatched. Crew 

member; GRO ; by the fall. 
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