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For the attention of the Board of Directors
Post Office Limited

100 Wood Street

LONDON EC2V 7ER

4 March 2024

Dear Board members,

In accordance with the Statement of Work dated 12 October 2023, we present our draft report
(the Report) on the effectiveness of the governance practices at Post Office Limited (POL, the
Company, or you).

The scope of our assignment includes; a review of governance design, procedures and practices
at POL, to identify any gaps and provide considerations as to how they may be bridged in the
context of the wider change programmes unified internally under Project Ethos. The purpose is
also to confirm that practices are in alignment with the role as set out by the Secretary of State
for Business and Trade (the Shareholder or DBT), and its duties, and general comparable good
governance practice in the market.

This overall review does not seek to investigate and comment on any perceived or actual past
failings. It is concerned with establishing whether the current governance approach meets the
appropriate standards and is fit for the future based on the Company’s unique position
including; its ownership structure, the requirements to resolve the past, fulfilment of social
purpose, and its strategy, to ensure the interests of its stakeholders are properly served.

Appropriate standards considered for the purposes of this review are, the UK Corporate
Governance Code 2018 (the Code) mapped against the Central Government Code 2011 (the
Government Code), the governing Shareholder documents namely; the Articles of Association
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dated December 2022, the Shareholder Framework Document dated March 2020, and the
Funding Agreement dated April 2022, (collectively “the foundational governance documents”™), in
addition to good practice as observed from other relevant organisations of similar size and
complexity.

This Report is confidential and has been prepared exclusively for you. To the fullest extent
permitted by law, we do not accept or assume responsibilityto anyone other than POL for our
work, our report and other communications, or for any opinions we have formed. We do not
accept any responsibility for any loss or damages arising out of the use of the report by the
addressee for any purpose other than in connection with the scopeset out in the Statement of
Work.

We would like to thank you and the various employees and Non-Executive Directors (NEDs)
involved in this initial piece of work for their commitment in giving their time to provide honest and
insightful feedback, which has supported the review process.

If there are any matters upon which you require further clarification, please contact

Jonathan Houstoni — GRO -E, or myself.

Sarah Bell
Partner

' GRO
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* The scope of this review is to formulate an understanding of the Company's governance processes and
structures across various tiers of management, including the Board to Group Executive (GE), Sub
Committee level (Sub Co), the Business Unit level, and other individuals or groups who have had decision
making processes concerning the governance of the organisation delegated to them, as identified by
POL, and the interaction between these entities

* We are also to consider these processes and structures against the benchmarks of the relevant industry
standards that are comparable to typical business operations equivalent to the size of POL, and the best
practices of organisations with comparable structures where we consider there is no industry equivalent,
due to POL's constitution

* Throughout the review, we have been asked to maintain a particular focus on how decisions,
Management Information (MI) and policies flow both up and down the management structure, with a
view of establishing whether they support effective decision-making in line with the strategy and
governance standards, and how the practical application of governance structures affect actions,
feedback loops and decision-making outcomes
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* In preparing this report we have drawn our conclusions from:
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— a series of 10 interviews with Board members (excluding the CFO who was not available), and a
further 20 interviews with senior executives

— an online survey platform to further assess the practical application of governance practices within
the Company, at both Board and Senior Management levels

— attendance at the Rem Co meeting in November 2023

— a limited document review. A full list of interviews and documentation from which our views have been
formed is included at Appendices 6 and 7

* Given the scope and reporting timeframe, we have had to rely on discussions at face value, albeit where
possible we have referenced documentation to frame our views. Our recommendations should be viewed
in this context. Our fieldwork for this assignment concluded on 31 January 202Y4.
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We have used the themes of the UK Corporate Governance Code (the UK Code) and Central Government Code as
yardsticks in assessing and reporting on the effectiveness of the governance structures

o GrantThornton

We have used the themes of the UK Code to frame our
assessment on the effectiveness of the current governance
framework within POL

We believe the Code provides a good proxy for measuring effective
decision-making environments as it is widely seen as a distillation
of best practices evolved from the UK’s largest, most complex
companies that are working to retain and create value on behalf of
stakeholders. We have also had regard to the Central Government
Code

The UK Code is also clear in outlining that good governance is not
just top down. Specifically, companies and their boards do not just
have obligations and duties to stakeholders, but shareholders also
have mutual duties to not only communicate around objectives but
also to oversee boardroom practices

Where we consider there is no industry equivalent, we suggest
alternative ways in which the Company's current corporate
governance framework could be enhanced and/or revised to better
align with the Company’s purpose and strategic objectives with
practices in organisations of a similar size, and who operate in
similar markets and sectors

The Code is made up of several Provisions spanning five main
principles of corporate governance amely: Leadership and
Company Purpose; Division of Responsibilities; Composition,
Succession and Evaluation; Audit, Risk and Internal Control, and
Remuneration

In order to test the robustness of our methodology and approach
to measuring strong (and weak) governance, we released a White
Paper in 2019, (Corporate Governance and Company
Performance | Grant Thornton UK LLP), which examined 10 years’
of data (2007-2017) to assess whether a link could be
demonstrated between good governance, as measured in the
Grant Thornton corporate governance database, (based on the UK
Code), and subsequent financial performance (taken across a
basket of measures from both the balance sheet and profit and
loss statements). As part of this work, we also sought to test
whether the UK Code is a good proxy of measurement in terms of a
blueprint for developing a sound governance structure

Output from our research across the FTSE 350 a link between
strong governance and the subsequent creation and retention of
value. Our methodology was validated with several internal and
external stakeholders, including a peer review by Professor Mike
Saks, Emeritus Professor at the University of Suffolk. The
information recorded the Grant Thornton governance database
has informed our benchmarking results of POL's governance
disclosures, the scoring of which has helped inform the best
practice tool kits we have provided in Appendix 5

Our findings, recommendations, views and conclusions are based
upon our professional experience and judgement. This review does
not constitute an audit and we have not tested or otherwise sought
to verify information provided, other than by discussions with
senior management, reference to relevant documentation, and the
two online surveys

Grant Thornton  © 2024 | 6
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1 Context and background

Context and
background

2

POL is wholly owned by the Secretary
of State for Business and Trade (the
Shareholder, or DBT), the ownership
rights of which are preserved in the
Company’s Articles of Association.

The relationship between the
Shareholder, its representative,

UK Government Investments Ltd (UKGI),
the Company, and the Shareholder’s
expectations of the Company, are
governed by the Shareholder
Relationship Framework Document
(dated March 2020), the Funding
Agreement, and are further
supplemented by an annual letter from
the Shareholder setting out the
Government’s broad objectives for POL.

The above forms what we referto as the
foundational governance documents.

POL is a commercial retail organisation with

a social purpose. Through a variety of directly
managed branches, Postmaster franchises and
partnerships it provides to the public, via its
online platform and nationwide network of
¢.11,500 branches, a number of preducts
including malls, identity verification, government
services, travel and insurance, and banking
facilities

POL is required, under the Funding Agreement
and the Shareholder Framework Document, to
continue to support a minimum network of
11,500 . We understand across this estate,
roughly one third is profitable, one third is
profitable or break even at a Postmaster level,
and one third is loss making, both at Postmaster
and POL level

One of the longer term aims of Shareholder is
for POL to become financially sustainable,
however, this needs to be reconciled against
various interpretations of POL’s espoused social
purpose in delivering critical infrastructure
elements to the UK community through its wide-
reaching network: “We're here, in person, for
the people who rely on us”™

Government funding remains critical to the
continuing viability of POL. Funding
requirements are generally negotiated with the
Shareholder on a three-year cycle and appear
to be the catalyst for strategic development
within POL, with the current funding period due
to end in March 2025. This current funding cycle

outlines an annual subsidy requirement of £60
million per annum

+ The POL 2025 “strategy” and vision is built

around seven key pillars. These pillars are
further synthesised into three key priorities
which we understand inform the operational
focus of the Company, namely; rebuilding trust,
transforming technology, and improving

branch profitability. There are no current
unifying metrics which define the ambition for
either the seven key pillars or three key priorities
at a consolidated level

+ Against this backdrop:

— there is a continuing public inquiry (the
Inquiry) into the fallings which occurred with
the Horizon IT system at POL leading to the
suspension, termination of certain
subpostmasters’ contracts and the
consequent prosecution and conviction in
that regard

- the operating environment remains extremely
challenging with additional revelations
surfacing as part of the Inquiry, widely
reported in the media. Whilst these issues do
not form part of the scope of this review, their
impact upon the culture and running of POL
is profound

— there has been a continued need for
additional government/Shareholder support
throughout the funding cycle in excess of the
agreed subsidy, largely driven
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by unanticipated costs associated with the
development of the new branch IT platform
(NBIT), the historical remediation of claims
and the support associated with the Public
Inquiry

there is a government appointed Shareholder
Representative on the POL board, in addition
to two Postmasters (who represent some of
the longest serving Board members which are
due for rotation later this year). All these roles
have the same voting rights and director
fiduciary duty obligations as other POL
Board members

the National Federation of Sub Postmasters
(NFSP) released a statement early in 2024
questioning the effectiveness of having
Postmaster nominees sit on the POL Board
due to perceived conflicts of interest

the Chair of the POL Board was removed by
the Shareholder in January 2024

the reference to Shareholder engagement
and outcomes practically represents a
collated set of views from several government
bodies, which have influence at POL through
the various foundational documents, namely;
UKGI, DBT, Treasury and various Ministers.

GrantThomton © 2024 | 8



1 Context and background

Context and survey

The past five years have been some of the most challenging in the entire 360+ year existence of the Post Office

Since 2019, when a settlement agreement was reached with 555 former or serving Postmasters
against POL, it has been operating year-to-year in crisis mode. There has been much internal and
external scrutiny leading to POL undertaking a number of improvements to systems, processes,
policies and culture to transform aspects of its governance. These have largely been centred on
remediating the position with Postmasters in response to the findings of the High Court (Fraser J.)

Across these various activities much has been achieved in terms of upgrading procedures
and policies particularly related to the interface between POL and the Postmasters

It is within the context of recent challenges and actions that we focus our comments
and recommendations

Summary of survey diagnostic

In terms of setting context overleaf, we have provided the high-level results from the Board and
senior leadership survey. This was undertaken in partnership with our third-party service
provider, BoardClic at the start of our work in October/November 2023 as part of the initial
diagnostic around the practical application of governance within POL. The survey formats have
been designed with reference to the UK Corporate Governance Code (the UK Code) and the
Companies Act. Some chapters and questions were adapted specific to POL. We provide
further details regarding this methodology on pages 5-6

The surveys allow us to ascertain where there is high and low scoring around the practical
application of governance including, where there is alignment and/or misalignment within
leadership functions and/or whether a large spread of responses indicates a lack of coherence.
The survey also provides a benchmark against other Board and management teams and allows us
within the Board survey to assess whether there is alignment around priorities

For further details on the survey output, refer to Appendix 1 for key insights ie those questions
which received the lowest overall scores or alignment, and Appendix 2 for a high-level summary of
the key highlights across the areas of the Chapters of this report / UK Code
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Board survey — governance effectiveness

Self-reported overview -fr m Board members and regular GE and Leadership Team (LT) attendees
g -:_3‘

The Graph illustrates the summary of POL respondent scoring againsteach chapter of
the survey with results benchmarked against 150+ other UK Boards spanning private,
listed and the public sectors. The two lowest scoring areas by POL, which also have the
biggest delta against the benchmark are Talent and Culture and Purpose and Strategy.
The highest scoring area is Board Composition and dynamics. There is noDecision
Making external benchmark as questions are bespoke to POL

m— PO st Office Ltd Board, Exec, SLG - w =« Benchmark

Purpose and Strategy

Summary of key themes from survey respondent feedback
Board Agenda and

Decision Making Meetings

+ Excessive government interference calls into question the Board’s independence

It is impossible to plan ahead amid uncertainty of funding and lack of clarity from

government on what it wants

A

are conflicts between achieving a socialand commercial purpose within the
nt funding arrangements
Culture, succession planning, EDI targets and narrative have been de-prioritised
amid historical and on-going challenges

-
!
]
]
]
I
I
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!
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Risk management is not operating optimally, with several risks outside of tolerance Information, Reporting
4 Talent and Culture
and Risk Management

and lack of adequate funding to address risks within known time horizons
Individually the Board is capable and skilled but given POL’s government
participation and current market segments, there are skills gaps in
government/public sector experience, IT transformation, franchise expertise and
Board Composition and

banking
Dynamics

™
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Leadersﬁﬁip survey — governance effectiveness

Self-reported overview (from GE members, LT attendees and GE sub-committees

Summary of key themes from quotes

AN B

The Graph illustrates the summary of POL respondent scoring against each chapter of the m— Post Office Ltd SLG
survey with results benchmarked against 50+ Management teams across a range of listed,

public sector and private companies in the UK. The two lowest scoring areas by POL, which

also have the biggest delta against the benchmark are Strategy Implementation and Trust el Gk and
and transparency. The highest scoring area is Roles and Responsibilities. i . Working Processes
external benchmark for the Sub Committee, Information Reporting and risk management 100

and governance structure as questions are bespoke to POL

= == = =« Benchmark

Sub-Committees Roles and Responsibilities

Strategy and implementation is not clear, is challenged by lack of Shareholder clarity,

Information, Reporting and
funding uncertainty and dealing with historical matters vs BaU create constant trade-offs B

Risk Management
Accountabilit delegations and decision-making need improvement, as they are either
not clearly set out or understood or implemented

Poor levels of trust in GE, and also across organisational levels. A lack of accountability,
aversion to taking decisions, poor communication, lack of cross functional working, talent Governance Structure
and performance management all add to this

\
\
\
\
1
”’

MI and reporting from Sub Co’s is of variable or poor quality and does not support effective

decision-making, with few exceptions. Sub Co's’ purpos unclear, and remits overlap Performance Competencies
- Navigating through
Business Landscape

Value Creation

The GE has too many members and is not a cohesive leadership team. Its meetings are not
focused enough with substandard quality of discussion. Diversity also needs improvement
Performance Competencies

< Trust and Transparenc
- Executing for Results 5 v

People churn, varying capacity and capability across leadership with many temporary
roles, no transparency around recruitment, L&D and succession planning calls into question
GE members’ competence and leadership. Recent appointments, however, havebeen

additive

Engaging other stakeholder voices at Board and leadership, and riskgovernance all require
improvement B —

Business Purpose and
Organisational Vision

’ Strategy Implementation

Grant Thornton @ 2024 |
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2 Executive summary

Key findings

The inability of POL and the Shareholder
to articulate a longer-term vision for POL
from which to develop a cohesive
strategy is one of the most pressing
problems.

In the absence of a unitary longer-term
purpose and strategy for POL, the
impact of the governance actions taken
to date have largely been tactical.

That said, recent efforts to startto address
accountabilities, from the top down, to frame
culture and to simplify and prioritise
strategic capacity, are encouraging.

Notwithstanding this, the governance
architecture is not fit for purpose.

There is currently tension within POL,
between its social purpose and being a
commercially sustainable organisation,
being government owned versus operating
in fast paced highly competitive markets,
a tension at Board in terms of conflicts of
interest and roles and responsibilities with
the Shareholder and Postmaster NEDs, a
tension in resolving the respective interest
of the government and the wider political
agenda and a tension within the
organisation where there is a feeling of
power without responsibility with many
operational decisions being passed up to
GE and Board in the absence of a clear
understanding and desire to hold people
to account in the face of public scrutiny,
uncertainty as to shareholder approvals
and clarity on strategic metrics.

Whilst much of the written policies and
procedures are generally in line with good
practice, their impact is tactical. The
inability to strategically prioritise actions
in the absence of unitary
purpose/strategy and the muddling of
roles at Board, slows decision-making and
fosters a culture where it is challenging to
hold people to account. This is evidenced
in the survey output (and in interviews and
document review) — refer to Appendices 1
and 2 for further detail.

There are five main areas of weakness
in terms of the governance which
need resolution;

POL00448771
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An inability to unlock a unified purpose and shared ambition around a longer -term vision and strategy between
POL and its Shareholder. Evident from our review are the many interpretations of what constitutes the strategic
ambition and purpose of POL. We were unable to determine a unifying vision and/or strategic metric ambition
(financial and non-financial) which transcends the funding period. This is critical to informing the effectiveness
of governance design principles acting as a clear guide in areas such as risk management, culture, DoA, and
performance management.

An unconscious bias around the lack of accountability . During our review, it was apparent that the basis of the
governance issues do not, first and foremost, lie in the skills and capability of the Board members and
Leadership. Rather, a muddling of responsibilities and conflicts at Board through the foundational governance
documents, which create confusion around roles, responsibilities and authorities. This includes the development
of a framing strategy, which permeates down the organisation and drives authority without accountability.

Lack of clarity around the practical application of the foundational governance documentation with various terms
now superseded by circumstance. There is also uncertainty on both sides regarding key aspects of associated
guidance such as Public Monies (which if followed as written could require significant day-to-day approvals
largely in volume by the shareholder) coupled with the short-term nature of the current funding arrangements,
These issues create ambiguity and slow the pace of decision making. Many individuals also cite mixed messages
from the Shareholder on its longer -term unified objectives for POL, which contradict the Minister’s Letter and
foundational governance documents.

Decision making forums at Enterprise level appear to lack a clear understanding of objectives, roles,
responsibilities and purpose and at some level there is duplication. Until December 2023, there were over 100
personnel in the senior leadership team (LT) with a variety of singular and collective accountabilities, a CEQ with
12 direct reports, 12 GE level committees and further innumerable committees, groups, and forums that reside
within the Enterprise levels. This complexity has inevitably impacted on the quality of cohesive leadership and
management information (M) flowing up through the organisation to the Board and Shareholder.

Culture — the misalignment on accountabilities between POL and DBT/UKGI which is culminating in a failing
working relationship. This was evidenced in survey and interview comments and manifests itself in additional
questions and requests for information over and above the normal pattern of quarterly reporting. A short-term
funding horizon and lack of clarity around reward structures is also driving a hand-to-mouth mentality in
decision making, which is tactical and not purposeful. Not only does this tie up time, but also drives an
extremely risk adverse stance. This, in turn, fosters a culture where there is a lack of accountability and
confusion around the priority framework to inform efforts. There is also a pervasive fear of mistakes and
procrastination in receipt of further information around decision making. This has been described as hiding
behind the ‘uniqueness’ of the ownership structure, which at times, can be categorised as “them” and “us”
when difficult trade-offs need to be made.

GrantThomton © 2024 | 13
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Key findings

Addressing the lack of clear vision by the Shareholder on the purpose and objectives of POL, and the relationship
and influence it has over the day-to-day running of the business and developing the strategic ambition, are the most
fundamental issues which impact governance effectiveness. The resolution of these is essential in the longer-term

Over the last few months, POL has driven through more topdown
structural governance improvementsin an attempt to address the
issues described above and to ensure that the Board and GE are
properly briefed on the operational management and governance
construct of POL. Noted actions of reference which still need time to
bed in include:

.

improved leadership capacity at Board and executive level; with the
appointment of Owen Woodley as Deputy CEO; Karen McEwan,
CPO, supported by lan Rudkin, Director of Reward; Chris
Brocklesby, CTO and Kathryn Sherratt, stepping up as interim CFO;
and at Board level Amanda Burton, Simon Jeffreys and Andrew
Darfoor; all of whom joined the Board as INEDs in March, April and
June 2023

further strategic capacity at Board with the creation of two new
Board Committees, namely the Remediation Unit and the Investment
Committee

the recent simplification of the operating model at executive level to
prioritise focus and drive accountability, including a New Leadership
Team, with a Strategic Executive Group (SEG) at its core comprising
the CEQ, Deputy CEO, Interim CFO, CTO and CPO, and reducing
the number of individuals reporting to the CEQ from 12 to 7, with a
primary purpose of on developing the future POL strategy

improved attention and discipline to areas such as People and
Culture (Project Ethos), agendas (more forward-looking) and
minutes (in terms of action remediation) over the last 3 months

Whilst the direction of travel is promising, it does not, in our view,
address the foundational governance architecture issues which are
ultimately impacting the effectiveness of the governance design
and hierarchy.

o GrantThornton

It is difficult to pinpoint accurately, the catalyst of where the
governance dysfunction arises; an inability of POL and the
Shareholder to articulate a longer-term vision for POL from which to
develop a cohesive strategy, an inability to agree reward structures
in a timely manner at Rem Co,an inability to hold one another to
account, conflicts of interest at Board, capability and the capacity
of leadership given the ongoing crisis management, inquiry and IT
platform, a strategic design which seems to be interlocked with
shorter term funding cycles, and/or a prevalent culture of mistrust.
What is apparent however, is that accountability is difficult to
establish, with the blurring of responsibilities andmisalignment
between Shareholder and POL permeating from the Boarddown. A
critical example of this is around the historic structuring and late
agreement of reward schemes at Rem Co

Whilst POL has an intent/Vision to 2025 this is expressed in terms of
a number of themes which are not directly measurable. As such the
current strategy is not adequate to inform practical governance
design around areas such as; risk and investment prioritisation,
culture and, individuals cannot be held to account. Clear aims and
objectives need to be expressed by and agreed with the Shareholder
from which a strategy to deliver, supported by appropriatemetrics
and governance, can be developed and shape LTIPs

Addressing the lack of clear vision on the purpose of POL, objectives
and relationship with the Shareholder, and its influence over the day
to-day running of the business, are the most fundamental issues
which influence the effectiveness of governance, clarity on roles and
responsibilities and pace of decision making within POL. Resolution is
essential in the longer term if POL is toflourish

The lack of clarity and concerns around the responsibilities and
information accuracy has raised the cost of decision making in POL.
It has diminished genuine accountability and effectiveness within
POL and the governance hierarchy between the workforce,
Leadership, Board and the Shareholder. This is further affected by
the public profile of POL both within Government and the wider
public context which continues to negatively impact trust and
transparency within the culture.

The result has been an inability to hold the Executive to account or
provide the guidance and fast-paced decisions that are needed in a
fiercely competitive and transforming markets in which POL
operates.
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@ Divergence from UK Code principles

Summarg Of progress against the UK COde Areas where standards do not meet all code

principles or where there iswork in-flight to remedy

) Areas where Code standards are met or where
there are only minor weaknesses

Board Leadership and Company purpose— Section 5

Enterprise

A. A successful company is led by an effective and entrepreneurial board, whose role is to promote the longterm sustainable success of the company,
generating value for shareholders and contributing to wider society.

B. The board should establish the company’s purpose, values and strategy, and satisfy itself that these and its culture are digned. All directors must act
with integrity, lead by example and promote the desired culture.

C. The board should ensure that the necessary resources are in place for the company to meet its objectives and measure perfomance against them. The
board should also establish a framework of prudent and effective controls, which enable risk to be assessed and managed.

D. In order for the company to meet its responsibilities to shareholders and stakeholders, the board should ensure effective engagement with,and
encourage participation from, these parties.

E. The board should ensure that workforce policies and practices are consistent with the company’s values and support its lomg-term sustainable success.
The workforce should be able to raise any matters of concern.

Division of responsibilities — Section 6

F. The chair leads the board and is responsible for its overall effectiveness in directing the company. They should demonstrde objective judgement
throughout their tenure and promote a culture of openness and debate. In addition, the chair facilitates constructive board elations and the effective
contribution of all non-executive directors, and ensures that directors receive accurate, timely and clear information.

G. The board should include an appropriate combination of executive and non-executive (and, in particular, independent non-executive) directors, such
that no one individual or small group of individuals dominates the board’s decision-making. There should be a clear division of responsibilities between the

leadership of the board and the executive leadership of the company’s business.

H. Non-executive directors should have sufficient time to meet their board responsibilities. They should provide constructive challenge, strategic guidance,

s ; N/A
offer specialist advice and hold management to account.
|. The board, supported by the company secretary, should ensure that it has the policies, processes, information, time and resources it needs in order to
function effectively and efficiently.
° Gl'antThOlTltOFI Post Office Limited - Governance review GrantThornton  © 2024 | 15
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Summary of progress against the UK Code

Board Enterprise

Composition, succession and evaluation— Section 7

J. Appointments to the board should be subject to a formal, rigorous and transparent procedure, and an effective succession pan should be maintained

for board and senior management. Both appointments and succession plans should be based on merit and objective criteria and,within this context, . .
should promote diversity of gender, social and ethnic backgrounds, cognitive and personal strengths.

K. The board and its committees should have a combination of skills, experience and knowledge. Consideration should be givento the length of service of ‘

the board as a whole and membership regularly refreshed

L. Annual evaluation of the board should consider its composition, diversity and how effectively members work together to aclieve objectives. Individual . ik

evaluation should demonstrate whether each director continues to contribute effectively.

Enterprise

Audit, Risk and Internal Control - Section 8
M. The board should establish formal and transparent policies and procedures to ensure the independence and effectiveness ofinternal and external audit

functions and satisfy itself on the integrity of financial and narrative statements.
N. The board should present a fair, balanced and understandable assessment of the company’s position and prospects N/A

O. The board should establish procedures to manage risk, oversee the internal control framework, and determine the nature andextent of the principal risks

the company is willing to take in order to achieve its long-term strategic objectives.

Remuneration—- Section @ Board Enterprise
P. Remuneration policies and practices should be designed to support strategy and promote long-term sustainable success. Executive remuneration should

be aligned to company purpose and values, and be clearly linked to the successful delivery of the company’s long-term strategy. . .
Q. A formal and transparent procedure for developing policy on executive remuneration and determining director and senior marmgement remuneration ‘ .

should be established. No director should be involved in deciding their own remuneration outcome.
R. Directors should exercise independent judgement and discretion when authorising remuneration outcomes, taking account of mwmpany and individual

performance, and wider circumstances.

o GrantThornton
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3 Recommendations

Overview

=

If POL cannot govern its
businesses to a level akin to

its competitors, it needs to
provide/gain more clarity as to
the value of its social purpose
longer term.

In this section we set out our

recommendations for action that should
be considered/taken to:

» improve efficiency, transparency,
accountabilities etc

help the organisation to function more
effectively by providing clarity around
the strategic ambition and culture

position POL to move forward when
the overarching strategic aims canbe
agreed with the shareholder

start to rebuild collective leadership
confidence and capacity,
performance management
collaboration, ambition and trust

To enhance future effectiveness of governance at POL, consideration of the
ways of working with the Shareholder and key framing documents such as
purpose, strategy and culture is needed. These frameworks provide a critical
reference point for governance design work to support turning strategy into
action through framing decision making through risk appetite, providing clarity
on prioritisation and behaviours, building trust and shaping accountability
structures.

In Section 4, we have set out a further consideration around the merits of
exploring an alternative governance model with the Shareholder, to improve
ways of working, specifically, clarity and pace around decision making, for
which we outline a potential strawman to frame discussion

In considering alternative design principles, we believe POL needs to continue to
frame for the Shareholder what POL is about (purpose), where it wants to get to
(strategy and vision) and how it is going to meet its aims (culture). Equally, the
Shareholder must make sure it states its objectives within the context provided by
POL and timescales clearly by defining what it wants achieved, with greater pace
around decisions for which it is responsible and funding appetite

High level we would summarise the further following set of prioritised actions
which are capture in this section;

— Continue evolve the shape and capacity of the leadership team. The
governance design (ToR, DoA, meeting discipline) of the LT and associated
Committees to be finalised centrally and agreed with Board in this regard

— The newly formed Senior Executive Group (SEG) to develop the future POL
strategy concerning the value proposition around POL’s purpose

— SEG to agree strategic design principles with the Board and confirm
cadence around updates on progress

— SEG to agree cultural design principles and consider whether values
need to be refreshed - shape what living the strategy will look and feel
like in considering the culture framework

— SEG to agree cultural principles that they want to uphold as a leadership
team

POL00448771
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— SEG to develop a high-level communication plan which thematically sets out
some key milestones for POL. This is first and foremost to signal change and
set expectations. Consider three themes around the topics of; Reset
(governance and leadership), Renew (strategic framework), Reboot (culture
and behaviours) and highlight some expectations under each. Metrics, to be
determined by POL, should be both financial and cultural and the milestones
focused around government objectives, POL’s ambition, and behaviours.

— SEG to map a skills matrix against the LT governance design to identify
leadership capability and capacity, and start to develop job descriptions in
terms of performance metrics and identify candidates

— SEG to agree LT training/communication plan to set expectations regarding
refreshed DoA’s

— Board and Shareholder jointly to agree how the Shareholder position is to be
reset and ensure, as best as possible, foundational governance documents
are amended to drive interim clarity on areas of POL’s authority (or not) and
communication channels

— Board and Executive succession planning to be looked at with urgency
— Board to agree framework to monitor culture

— Nom Co to prepare a detailed succession plan at Board with an initial skills
matrix done against priorities and risks and consider the position regarding
Postmaster NEDs, including previous selection process

— Rem Co to resolve the 2023 LTIP reward scheme to ensure clarity of
objectives for 2024

A number of the highlighted priorities are recognised by POL, and action is
being taken to address several areas which we highlight in the following section.
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3 Recommendations

Recommendations — Leadership

From our activities, we summarise the key next steps to support with improving the effectiveness of the governance at POL
against each area of the UK Code

Context Board steps to consider Executive steps to consider
« There is significant anticipated scruting * Develop a contingency plan on how to reset the Shareholder relationship * SEG to continue to create strategic capacity within leadership at POL either
of POL'’s strategic delivery capability considering the foundational governance documentation to improve clarity through ensuring the right elevation of management and/or identifying skill gaps.
i i over the next 12-18 months. As part of this exercise: As part of this:
* Ambition, energies and resources need
to be directed towards speedy delivery — explore merits of an alternative governance model which provides greater — Embed the new Leadership Team. Job descriptions to be written for leadership roles
and implementation following concerns clarity on accountability and improves the pace of decision-making. Refer to with responsibilities clear and tied into performance metrics, with the new leadership
about capacity and focus. The number Section 4, which suggests a potential strawman in developing a Supervisory team identified based on skills/experience rather than seniority
of executive level Committees needs to Committee and/or shifting certain roles to Board observers " ki B e
i — meeting discipline, transparency and accountability is critical in the new structure.
be streamlined further to clear the way g " " 4 ¢ i
. . — review the foundational governance documents to reflect practical As part of this refresh, consider rules of engagement such as taking papers as read
forward for optimised transformation i 5 2t N i . s »
it é application, including improving clarity around connected aspects such as and training needs such as chairing, preparation of papers etc. Agree at the outset
and related decision-making u e ; il 3 r z : 3 h i T
Managing Public Money”. This should be captured in the Shareholder with Committee Chairs, a summary dashboard which measures impact (financial
* The Board is currently without a Chair Framework Document to gain clarity on what is not in POL’s remit in terms of and non-financial) relevant for all Committees
and is relatively new. In the absence of principles that impact day-to-day operational approvals between POL and

— SEG to agree as a leadership group cultural/leadership principles they intend
to coalesce around, hold each other to account on, and agree to role model in
the organisation

long-serving corporate memory, care the Shareholder. Equally the purpose of this document to be agreed as there
needs to be taken to debate and discuss is duplication between the Articles of Association and Funding Agreement
issues thoroughly, with follow-up on

S T R « Agree strategic design principles with the SEG, and explore and agree

steps that POL intend to take to unlock the impasse on developing a
* Strategic design principles need longer-term strategy
agreement within POL and the newly

* SEG to focus on developing a strategy and need to agree strategic design principles
with the Board (See Appendix 5 Best practice (BP) tool-kit, pages 97-98)

* Any strategic design to be supported by a culture framework which has performance

* Clarify what the Board can practically achieve under an Interim Chair
formed SEG must come together as a Y 2 Y management as one of the key pillars. Dashboard to be developed to allow Board to
cohesive leadership team + Continue to provide regular opportunities for informal meetings of the Board to understand the current position and monitor transformation (See Appendix 5 BP tool -
BefariSsation B farttirthar dortet enhance trust and effective engagement kit, pages 95-96)
« Continue to improve meeting discipline around agendas, chairing and Ml * The newly-formed SEG to think through a communications plan to signal their intent of

i isati f hol
* Review the role of the Postmaster NEDs and consider how their corporate A At G A gl i A R e i

memory can be leveraged ie, the role they can play in being ambassadorial * Annual Strategy days to be a focus going forwards, with ideas being fully rather than
champions at Board and within the wider organisation partially developed, and submitted to DBT with a timeline
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3 Recommendations

Recommendations — Division of responsibilities

From our activities, we summarise the key next steps to support with improving the effectiveness of the governance at POL

Context Board steps to consider Executive steps to consider

* The accountability chain for POL is complex and + Division of responsibilities and associated ToRs + Continue with redesign and simplification of Committees/working groups reporting into the SEG by

involves customers, external suppliers, joint-
venture partners, employees, postmasters,
senior management, the Board, the Shareholder,
the Shareholder Representative of the
government, UKG/'s individual NED on the
Board, civil servants at the sponsoring
government department, ministers, and
regulators. This web of stakeholders and their
related interests in POL has influenced an
unnecessarily complex governance framework
where resolution to issues has been through
layers, rather than establishing whether the
overall structure is fit for purpose in the
operating context of the Company

There needs to be a simplifying of layers within
the central function with too many matters
escalated to the GE (and Board) for decision

Decision-making is labour and time intensive
with criteria and reporting ambiguous and
cultural issues driving the high cost of indecision.
This contributes to creating confusion and risk
within resource utilisation. Furthermore, far too
many OPEX approvals are coming to board due
to the low-level hurdle of £5 million

Refer Section 6 for further context.

and DoA at Board are largely In line with best
practice, apart from further clarity needed for
ownership around wider aspects of the
People agenda

Review Nom Co and Rem Co to establish whether
they are delivering against the ToR and address
how any gaps may be remedied

reorientating reporting lines for some current forums and reduce the number of Sub Co’s and direct reports
going into CEO, for presentation to the Board (refer to strawman on page 46-47)

— Design and agree a ToR and DoA for the Committees reporting into SEG, underpinned by a skills matrix
and RACI to identify the capability within the organisation, establish skill gaps ensuring a single point of
accountability

— Revisit and clarify base information requirements, accountabilities, monitoring , reporting and
communication cadence to provide focus to the forums of most strategic importance. Whilst undertaking
these reviews, it is suggested to also review authorisation limits for OPEX

— Consider reorientating certain SEG level Committees such as the Health and Safety Committee, and the
Pensions Plan Governance Group.

— Consider the benefits of establishing an interim Implementation Committee, possibly by re-purposing an
existing committee, to spearhead all transformation operational workstreams (such as IDG and
technology), to support with developing a company-wide narrative on trade-offs and holistic governance
design in effective delivery of Bal, so supporting the development of strategy

Ideally, an Implementation Committee would only be in existence for a .18 -month period and would be
headed up by a competent COO role. It is also envisaged that this committee would not be a board sub-
committee but would have some independence through an Independent Chair from the Board (with
transformation expertise) alongside a strong project management team headed by the Chief of Staff.
Remaining members would be selected from the LT. This Committee would also provide challenge to the SEG
in the practical considerations of the strategic design

Secretariat to provide independent reviews of the revised structure on an interim basis to ensure the right
conversations and audit trails are working practically, as the new leadership structure cascades. Consider
internal audit undertaking an annual review on the resolution of actions to identify root causes of delay
within the Sub Co structures

o GrantThornton
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3 Recommendations

Recommendations — Composition, evaluation and succession

From our activities, we summarise the key next steps to support with improving the effectiveness of the governance at POL

Context Board steps to consider Executive steps to consider

« Urgent attention is needed in recruitment and managing of the Board's + Succession planning needs to be overhauled and driven * A structured approach to recruitment and senior appointments
composition. forwards with the design principles of the skills matrices needs to be implemented

N A ix. 5, 102 i . " "

+ Succession planning is not sufficient across the organisation. Whilst the Chair g caditin Chcipemsiimpanklii g 0] * At SEG, consideration to be given to potential strategic skill gaps
departing was unplanned, the current SID, and another INED, are due to rotate off + New and appropriately skilled Board members need to be and succession. A COO role could help address both these points
(July 20.24 and early 202.5 respectively) and 'E)Oth 'Dostm.oste.r’ NEDs are .c.lso due recruitetlzl urgfenth with a view ‘to fil\.in‘g skills gaps, s Sask clority with the Sharshalder around the OFO rale, whish has
to leave in June 2024. This makes for a perceived weak directive and decision - addressing diversity and rotation timings _ i . £

P i B " also impacted the bringing of written resolutions at Board. We
making body. Consideration of how corporate memory will be managed carefully, 2 " o g i
i i i i Consider Committee membership in the context of the have subsequently been advised that amendments to the Articles
with the longest serving board members rotating off. These points are not Boardrotat Relom G idsiationits bl i & it writt Lt tobs d with @ 75% maiorit
addressed by a comprehensive succession planning process at present. In relation I A OiyH0yconsIuaneiionito L JVeNTo e pSHITNIILEN feeoTons Moo HEERS it Lid MO EIS
A Committee membership, including Chairs of the Board and being tabled for Board approval at the POL Board meeting of 1
to the Postmaster NEDs, we have been subsequently informed that proposals v 7 4 ¢
Committees, to bring a diverse perspective on March

have been put forward to extend the term of one Postmaster NED by a three

month period until September 2024 and the other until June 2025, to assist with management pipslina

* Continue with the build out of the skills matrices for the LT, with

an orderly stepping down of knowledge. The incoming Postmaster NEDs are » Nom Co to take the lead addressing the future viability of EDI to be integrated into thinking (see Appendix 5 BP tool-kit,
proposed also to join in turn at these step down points, providing for a staggered the Postmaster role at the Board. As part of this process, page 102, in terms of template/themes for consideration)
step down process going forward. The proposals for the Postmaster NEDs term consideration to be given to formalising how rotationisto Revi h " c o o s
extensions will however need to be put to the Shareholder for approval be staggered (if at all), future selection process (and eview the recruitment process. Concerns that there is an

o . A ) viability of the role) to be reviewed (particularly given absence of a framework of skills to reference for roles, in addition

* Equally, there is limited thought given to succession planning around the CEO in the NFSP statement) to a lack of consistency around EDI in terms of targets, interview
(and Deputy CEQ) and CFO roles (although recent hires are starting to address ecmmean=sithe Sdtoms panels etc. which need to be addressed to support the build out
this) * Board to maintain greater oversight of the work of the Nom of leadership teams in the coming months

Co and Rem Co over the next 12 months and agendas to

allow time for full updates regarding delivery against the

wider ToRs remit

« Numerous people issues within the organisation which have been exacerbated by

Policies and process for people management need clarity and
the continued rotation of personnel in the Head of People/CPO role. Wider issues

include role descriptions, accountabilities, and how performance

include, confusion around roles, accountability and cultural behaviour, as well as management is undertaken. These policies and procedures to be
legacy complexity and mistrust around reward schemes and pay requirements. * Develop a Board Learning & Development (LED) enacted and communicated purposefully

This area requires laser sharp focus at Board and within the Executive. The newly programme to meet the requirements of the incoming i . . .
appointed CPO appears to be making positive progress in this area Board members, taking account of strategic priorities, * L&D, informed by undertaking a gap analysis of strategic

principal risks and skills matrices (see Appendix 5 BP tool- priorities/risk against skills and learnings from the Inquiry to be

kit), pages 103-104) addressed in time
We highlight that work is ongoing in certain of these areas, eg the
new leadership framework.

« Equally there are concerns around recruitment processes in terms of
transparency and EDI

» Consider how the Board is going to support the SEG going
forwards

° Grant I hornton GrantThornton © 2024 | 21
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Recommendations — Audit, Risk and Control

From our activities, we summarise the key next steps to support with improving the effectiveness of the governance at POL

Context

+ POL has relatively well set up
risk management process
and associated policies and
procedures; however
further uplifting of some of
those is required as the risk
management
arrangements mature

* There is a clear requirement
to review how the control
environment contributes to
creating value, of which
behaviour and culture is a
key element

* Any resistance to this must be
overcome, in order to shift
ownership of risk into the
business and not outsourced to
the 2" line of defence.

Refer Section 8 for further context.

Board steps to consider

New NEDs with specific risk skills and experience should be appointed to enhance the
Board's risk expertise

The ARC papers should be overhauled in terms of format and presentation to ensure
more digestible and practical sharing of information

The list of regular attendees for ARC and RCC meetings should be reconsidered,
as fundamental changes are introduced to the ARC

Packs for ARC and RCC meetings should be tailored to the requirements of each
Committee, with the ARC papers providing a more high-level view

The Central Risk Function should be elevated to a more prominent position across the
business, to emphasise the importance of risk in strategic decisioamaking, identifying
and seizing of opportunities, and optimising the use of capital (see Appendix 5 BP
tool-kit, pages 106-107)

ARC to take proactive steps, at an accelerated pace, to better embed the internal
controls framework, including relevant training so that it can attest positively when the
updated UK Code comes into force in 2025 (see Appendix 5 BP toolkit, page 108)

A more formal approach to aligning the risk and controls environment and internal audit to
be considered across the subsidiaries and Postmasters to ensure that risk is managed
consistently and effectively across the organisation. This might involve the establishment of
aformal governance structure that oversees risk management and internal audit
arrangements across all subsidiaries and Postmasters. Where these are currently lacking,
formalised reporting lines and escalation procedures to the RCC and ARC should be instated

Invest time in LED programmes to ensure employees in the subsidiaries and Postmasters are
aware of the policies and procedures related to risk management and internal audit and are
equipped with the necessary skills and knowledge to manage risks effectively.

Although recently considered, over the mid-term, explore the merits of establishing separate
Audit and Risk committees to improve focus, understanding of risks and controls,
transparency, and decision-making. The industry trend is separate committees

Executive steps to consider

Consider appointing a CRO reporting directly into the CEQ. This to send a strong
signal that the risk function is given the level of prominence it deserves, given the
current environment

Risk management training should be introduced across all levels of the
organisation, with the LT setting ‘tone from the top’ and giving more prominence to
risk management in executing their daily responsibilities. Individual risk reporting
should be used as a driver for decision-making

The Head of Risk/CRO and Head of Compliance should co- chair the RCC given
these functions are at the heart of managing risks and carry the responsibility for
risk management

The remit of Postmasters' responsibilities should include managing risks as with
the rest of the first line of defence, and this should be made clear in relevant
risk documentation

Reporting of risk matters to be re-evaluated, with reporting to the ARC aligned to
its meeting cadence, reporting to executive forums monthly, and reporting to
individual group executives weekly, or as often as needed

Once POL's overall strategy is agreed, the firm's risk strategy should be aligned
and reflected In appropriate risk appetite and tolerances. in line with strategic
objectives. This, to foster more mature risk management processes. Risk thresholds
should also be established (see Appendix 5 BP tool-kit, pages 106-107)

As the Central Risk Function matures, refinements to the roles and responsibilities
of the second line of defence versus the business would be beneficial, and risk
management documentation should more clearly feature the role of the Central
Risk Function in providing independent challenge to the business. The risk
management policy and guidelines should be updated accordingly

o GrantThornton
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3 Recommendations

Recommendations — Remuneration

From our activities, we summarise the key next steps to support with improving the effectiveness of the governance at POL

Context Board steps to consider Executive steps to consider
The untimely agreement of * Clarify the role and impact of the Shareholder NED at Rem Com including: ¢+ Clarify Rem Co’s role and authority namely:
reward s;cru_ctures cocr;tmues to - the application of the UK Code regarding independence. Should the role remain, consider how to mitigate challengesto ~ — address cultural issues around accountability
lm_pq;."t ctqutg Oro*un independence through a RACI matrix aligned to the 12-month
prioritisation, performance ) 4
management and motivation of — assess whether description of the role in relation to Rem Co, as set out currently requires further clarity in the agendc/.ToP "e";; ong ”pd?jte DEA (":
people. foundational governance documents approprlate): atRam0tanc Withinitka
ot Bam Clarsl g ; People function

i + Clarify Rem Co's role and authority namely:
There is a lqck of shared Y / . .l Y Y ) ) + Remuneration strategy (development and reporting)
understanding f’_‘-“to the role — agree with members, considering the foundational governance documents and the UK Code, item of Rem Co’s ToR to be led by the CPO. RACI to reflect this aspect.
and accountabilities of different where it can be proactive with approvals and where it is seeking assurance or Shareholdeguidance/approval Establish the set of principles by which schemes are

stakeholders at Rem Co and

tharaforaiinBemiGorsrola eait — agree how Rem Co approaches broader aspects of its role including alignment/engagement with the wider workforce designed, taking account of latest best practice, the
' and the related public narrative (see Appendix 5 BP tookkit, pages 114-116) Ministers annual letter and appropriate ambition
Further issues hinder Rem Co (see Appendix 5, page 112)

including inadeguate rolling — Agreeing clear timelines for resolution of the historic reward schemes.

agendas, record-keeping and poor or * Engage with the Shareholder to establish the overall remuneration philosophy including the ability to setTIPs
inconsistent MI, as well as the lack of

* The purpose of informal engagement outside of Rem
Co to be agreed, given optics around independence
Ensure meeting discipline around rolling agenda, minuting and actions followup and completion. As part of this exercise

capability and capacity within the agree what the Rem Co wants to achieve over the next 12 months with the Chair, to focus on driving the aspired direction Mincgement o encgu;ag'ed tofdellverdmo;;e
People function to support. Dynamics - robust assessments, and design of reward schemes

is also a factor to allow for more effective discussions at Rem Co
Develop a clear communication plan to signal any material changes to approach, outcomes, expectations etc across the

organisation and with wider stakeholders * Clarify the role and remit of Internal Audit in support

of Rem Co’s work ie the Stress testing of new
* Consider the benefit in seeking to comply with the spirit of the UK Code Remuneration principles and reflect whether it schemes
needs to drive a shift in terms of internal practices and/or reporting disclosures and/or that norcompliance is agreed and
understood with outputs included in any future induction pack (see Appendix 5 BP tockit, pages 103-104.)

Refer Section 9 for further context.

* Remuneration advisor, WTW to provide information
on historic schemes
* Rem Co to champion a consistent framework to measure and monitor remediation of Rem Co governance

. * Ml needs to evolve to support strategic discussion
recommendations

and decisions
*  Whilst we acknowledge the importance of the topics that were discussed at the meeting we observed, the Rem Co should
also look to introduce some BaU regular agenda items, such as regular updates on people matters, culture, talent
management, diversity and inclusion, recruitment and retention, etc

* Establish the capability and capacity of the People
function to support the changing requirements of
Rem Co and the wider organisation around the

* We would dlso encourage the Chair of Rem Co to be more assertive ineading agenda and the discussion; at times it felt People agenda
that certain individuals are dominating the debate.

* Consider extending the duration of the meeting so that sufficient time is dedicated to each agenda item.
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3 Recommendations

Alternative governance structure

* POL should consider engaging with the Shareholder around the
merits of putting in place an alternative governance structure
which drives greater clarity around dialogue and decision-making
between the Board and the Shareholder. This should be based on
a mutual understanding of objectives and clearer accountability
for decisions

* Any alternative governance model needs to offer compelling
appeal consistent with the values and a general market-wide
sentiment in wanting to see POL survive and flourish. The
alternative structure, through better accountability, must also
facilitate faster assessment of capability and capacity issues and
drive performance within POL whilst continuing to:

— fully respect the distinctive characteristics of POL’s
social purpose

— balance the need for the Shareholder to have critical
information and preserve the right to certain decisions which
affect funding requirements and adherence to the relevant
principles of Managing Public Monies

— drive a higher pace of decision-making and performance
essential for success in intensely competitive markets such as
franchising, retailing and financial services

- provide accountability (and operational efficiency) to the
Postmaster network, which is key to the brand and social
value aspect

0 GrantThornton

We recommend consideration is given to a two-tier Board structure
at POL whereby the role of Shareholder representative (and
Postmasters) is elevated from the current Board. This model would
seek to create a “Supervisory” or “Oversight” Committee with the
aim of developing a powerful consultative body that can bring the
Framework Agreement to life.

The Committee would engage with the POL Board and Executive,
retaining the power to hire and fire Board members. Composition
would be a majority mix of government representations across UKGI,
DBT, Treasury and Postmasters

The purpose of the Supervisory Committee would be to give the
Shareholder (and potentially Postmasters NEDs) appropriate powers
to hold the Board properly to account for the performance and
impact of the business, for the benefit of stakeholders. This, whilst
ensuring adherence to the relevant principles of Managing Public
Monies and social values, removing Postmaster NEDs and the
Shareholder from operational issues

The Supervisory Committee would also oversee the practical
adherence to the foundational governance documents and would
potentially seek to take ownership/identity, for some of the decisions
delegated to the variety of interests that make up the Shareholder
view through the foundational governance documents to support
with increasing the pace of decision making

The Supervisory Committee would also publish its views on Board
performance and on any Directors up for election for the
Shareholder (and/or where relevant) Postmaster consideration

It is further suggested the Supervisory Committee will have [two)
seats on the Nom Co, to ensure a fair and transparent nominations
process around the selection of Main Board members and the
Executive. We have provided on page [26] a high-level illustration of
the proposal, and we also elaborate on this further within Section 4

POL00448771
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4 Alternative governance model

Alternative
governance
model

The purpose of the two-tier
structure is to give the
Shareholder appropriate powers
to hold the Board properly to
account for the performance and
impact of the business, so
providing POL with clarity on
longer-term objectives and
Shareholder accountability on
allocated decisions.

Boards are in place largely to act as a counter-balance against pressures
on companies and executive teams to focus on the near term. They are
empowered to share the longer-term direction of the organisation and
should guide management to balance competing interests, anticipate risks,
and competitive threats, and provide insight on opportunities

The POL Board (both now and over the recent past), whilst generally
acknowledging the historic and current governance issues, and taking
steps to create additional strategic oversight, seem unable to deliver
against this remit (although we acknowledge the current composition is
relatively new). This significantly raises the cost of decision-making and is
diminishing genuine accountability in POL’s governance
architecture/hierarchy. The result has been an inability to hold the SEG/LT
to account or provide the guidance and fast paced decisions that are
needed in the fiercely competitive and transforming markets that POL
operates within

POL Leadership (and followership) is undoubtedly complicated by the
ownership construct which leads to an unhealthy tension between
governing for Shareholder value and governing for social purpose
(stakeholder value), in the absence of a longer-term vision, and the
requirement for clearance on certain operational matters, such as
severance payments. The current leadership efforts are focused on
preserving value and firefighting, rather than directing the organisation
towards a vision of creating sustainable value

A dual tier board governance model could provide an alternative and
potentially more appropriate structure to unlock the various decision-
making paralysis and support the organisation through its
transformation. This proposed structure looks to split decision-making to
better reflect the two perspectives being asked of the current POL Board
by elevating the Shareholder interests (and that of Postmasters) to a
“Supervisory Committee”

This is a model that has precedence in the UK mutuals sector, where
organisations are more geared towards social purpose, such as Co-
operative Group and John Lewis. It is also highly prevalent in many
European and Chinese markets, which place a high value on social impact.
The most direct benefit of such a model is the greater focus on
transparency and accountability for organisational longer-term
development. We have provided some illustrative mechanics as to how the
structure may work in the pages overleaf

POL00448771
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The main purpose of the Supervisory Committee as envisaged would be to:

— act as a consultative body that would regularly engage with the POL
Board and hold it to account for its stewardship and strategic leadership
of the organisation, and for the operational performance in accordance
with the philosophy outlined in the annual Minister’s letter (and
foundational governance documents). This would include reviewing the
POL Board’s proposal on strategy

— provide a forum in which the interests of POL’s stakeholders can be
represented and promoted

— serve as guardian of POL’s commitment to public values (Public Monies),
social purpose and principles, and to ensure these are reflected in its
corporate vision, strategy and operations. This would include advising
the POL Board on ethical matters, with supporting evidence on likely
impacts on business performance and values

— provide an opportunity to shift some of the decision-making
requirements included in the foundational governance documents to an
identifiable body in terms of practical accountability and create clearer
timelines around decision-making

~ appoint up to two representatives to sit on the Nom Co of the POL
Board, ensuring transparency of process and providing the collective
views to the Shareholder on future Board members

As part of this construct, we suggest, similar to the Listed market, that
Board members put themselves forward for (re)election annually.
Specifically, the Nom Co would review the skills balance of the Board and if
this balance was felt still to be appropriate, the current composition would
be put forward for (re)election to the Supervisory Committee

The POL Main Board would retain operational control largely, as envisaged
in the ToRs and DoA today, accountable to the Supervisory Committee for
shaping the strategy, overseeing the performance of POL, with a
continued requirement to seek consent for certain matters pursuant to the
foundational governance documents (subject to agreement)
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Proposed Two-tier Board structure

Managing Board

Supervisory Board . - .
Determine Group Strategy consistent with the Purpose and the Values and
Guardian of Purpose, Values and Principles, Articles, Framework and meeting the needs of its stakeholders (and Shareholder).
Funding Document. Supervisory Board
P Y Oversee Group business in accordance with strategy.
Hold the Board to account and influence strategic and operational initiatives. Independent Chair

3 Gov't Reps Motivate and retain an Executive qualified to deliver the strategy.
The consultative body, and body for making representations on behalf of the

constituencies represented. 2 Postmaster Reps

Hold the Executive to account in the performance of its duties, taking into

scount the views of the Supervisory Board.
Approve matters reserved by the Shareholder Documents for approval by the St ISR RS feton

Supervisory Board (the funding request). Oversee culture (not overt in the current ToR), and separately, risk and

T . i internal audit framework. Designed to provide adequate assurance as to the
Make decisions on those matters reserved to the Supervisory Board as set out o i | )
t . . § Managing (POL) Board: capability and capacity to deliver the strategy and protect the Group’s
in the Shareholder documents (such as approving strategy as far as in B etion S
N . i nviror =1 1 on.
appertains to funding). Independent Chair pe 9 = P
Circa 5-7 INEDS Subsidiary boards reporting to be formalised with regular cadence of
2 Execs meetings between Chairs of Board and with Committees
Audit Co:
Remediation Co: Investment Co: Independent Chair Rem Co: Nom Co:
Independent Chair Independent Chair (Risk to become Exec Independent Chair Independent Committee

level committee)

Executive Team:

CEO, CFO, Deputy CEO,
CTO, CPO, GC,
Support: CoStaff

@) Grant Thornton
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O4 Alternative governance model

Foundational governance documents

o GrantThornton

Any restructure to a two-tiered model would require administrative
support and need an allocated budget. Cohesive co-ordination
between the POL Board, the SEG/GE and the Supervisory
Committee will also be needed and ensuring that the company
secretariat is empowered to act effectively in support of the Chair,
POL Board and the Supervisory Committee will be critical. A table
summarising the characteristics of the Supervisory Committee and
Board structures is provided in Appendix 3

Given all the intricacies explored here, we recognise POL is unlikely
to be able to rapidly move to a revised governance structure,
particularly in an upcoming election period. However, we feel it is
something worth seeking guidance on now, both for POL and
Board members, particularly with the recent statement from the
NFSP which queries the ability of the Postmaster NEDs to be
effective at Board as a Director and representative of Postmasters

— On 19 January 2024 NFSP released a statement expressing its
reservations about the role of the Postmaster NEDs on the Board
of POL. Specifically, the conflict-of-interest position it places on
the individual who is both unable to vote on many decisions
taken by the Board yet is bound by confidentiality and therefore
unable to act as an effective feedback loop with colleagues,
brings into question the lack of transparency and overall
effectiveness of the role

— Inits statement, NFSP suggested the benefits of an
Oversight/Supervisory Committee which provides the
opportunity to enable full scrutiny

— Whilst we understand the perspectives brought by the
Postmaster NEDs are considered invaluable at Board, the NFSP
statement warrants consideration

A potential interim measure to consider would be shifting the role of
the Shareholder (and Postmasters) at Board to observers. This
model is often favoured by investors or venture capital funds where
observers can influence Board decisions, but do not have any
voting power or fiduciary duties. The exact nature of the role
should be carefully considered and might include leaving the room
when decisions are taken.

* This two-tier board construct has both pros and cons:

— In terms of cons, costs in terms of time and resources can be
significantly higher if the roles and number of members are
not controlled. Decision-making can be slower if the ToRs and
agendas are not strictly aligned and managed well. However,
if the right people are occupying the right roles (with the right
remit), then decision-making should be effective and efficient
with an ability to identify root cause of delay/issue through
the governance hierarchy. In terms of roles, it is imperative to
provide the right balance of business/sector representation to
provide the right capabilities in this supervisory forum for
informed challenge and debate

— The pros (subject to the right balance and role
representation) in POL’s case, can enable better
representation of Postmaster and Shareholder voices, as well
as facilitating better decision-making by reducing
overwhelm, providing a second review (with arguably more
diverse thinking) of managerial decisions, and all whilst
maintaining a clear focus on strategy and sustainability.

It is considered that the two-tiered board would build a more
balanced and positive directive force for the organisation
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05 Leadership and purpose

purpose

In this section we explore

the findings and make
recommendations on
governance aspects related to:

Purpose and strategy
Board leadership
Executive leadership

Measurement of performance -
MI and meeting discipline

Culture

For further points of evidence,
refer to Appendix 2.

Key observations

POL is effectively stuck between two seemingly conflicting objectives,
and presently there is no longer term vision or purpose to guide strategic
principles and/or development. Albeit the foundational governance
documents are clear of the need to support a minimum branch network
estate of 11,500 sites although HMG wants POL to become less reliant on
the taxpayer

Accordingly, POL is unable to disregard its social imperative whilst at
the same time attempting to move forward with its commercial
sustainable initiatives

Strategy design seems to be tied to government funding cycles.
This political backdrop is not conducive to driving much needed
longer-term thinking

Generally, Business Unit level strategy is clear. However, a lack of visibility
of a framework/consistent understanding of ‘trade-offs’ at the centre,
and connectivity across business, leads to a high cost of indecision

Overview of findings

POL’s public ownership is the founding tenet of its social purpose. To deliver
on this, DBT has stipulated a number of principal objectives of POL which
are set out under the Shareholder Relationship Framework. These objectives
of POL are:

— to maintain a network of post offices beyond its optimal commercial size
as detailed in the Funding Agreement

— A specific minimum branch threshold of 11,500 is specified by the
Secretary of State in the Funding Agreement

POL00448771
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— in so doing, meet the minimum access requirements specified for this
network of post offices as detailed in the Funding Agreement

— provide this network of post offices to make available the services of
public economic interest (SPEI) detailed in the Funding Agreement
(essentially this is about maintaining the branch network in accordance
with certain access requirements to provide an appropriate level of
service to the public)

Future government funding is uncertain, so planning in the current
environment is extremely difficult. Significant efforts go into reprioritisation
within POL, wasting capital in the process (both financial and intellectual).
As an example, there is an agreed programme to shut down ¢.100 directly
owned branches with an annual cost-saving once complete of c.£25 million
per annum. We understand this programme has been stopped and started
c.4t times, where each time close to execution, funds have been
re-orientated to support a different project, with no ability to challenge

the rationale in the absence of a strategic framework

Ultimately, POL is stuck between maintaining the sub-optimal
network/social purpose and developing its commercial side. Becoming a
leaner, more efficient operation and building the Post Office of the future to
meet people’s needs (more digital) in the coming decades, whilst becoming
more appealing as a franchise operator are all part of the vision. There is a
need to invest to reduce costs in any scenario, which HMG is perceived as
presently unwilling to consider on a strategic basis

This is a fundamental obstacle to the efficient and effective running of the
business, and one that needs resolving. Although POL can take steps to
improve its governance and become more efficient, real progress towards
the business optimising its commercial platform can only be achieved with
Shareholder agreement to a new set of objectives.
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Strategy and purpose (continued)

Any change to the governance architecture at Board needs to be done with reference to the longer-term purpose,
vision and ultimately a defined strategy

Actions

* Management and the Board need to unlock the current paralysis by agreeing strategic
design principles to put forward to the Shareholder to enable discussion

* Any plan needs to consider a longer-term vision (and be de-coupled from the funding cycle,
which it should inform) highlighting the opportunities and areas where there may potentially
be market failure to demonstrate the longer-term ambition and purpose of the organisation

° GrantThornton GromThamion @202 | 31



05 Leadership and purpose

Leadership — Board

Board leadership

Key observations

* The paralysis around being able to progress strategy design
principles needs to be unlocked and the query around how Board
Leadership is driving Executive accountability remains, given the
absence of being able to observe a Board meeting

* Chadirs’ need to be disciplined in meeting time management
and follow-up feedback loops around resolution of actions
(as per interviews and minutes)

* The Board is currently without a Chair and is relatively new in its
formation. In the absence of a long serving corporate memory,
care needs to be taken in setting the agenda to debate and
discuss issues thoroughly, and deliberately follow up on actions
and feedback

* Future composition needs to be addressed with urgency, with two
to three members potentially rotating off this year - due
consideration to corporate memory needed

* The introduction of the two Postmaster NEDs has been beneficial
however, feedback is working in an upward direction only

* More informal forms of engagement are seen as beneficial by
many Board members so as to improve the effectiveness of formal
meetings. That said, recent additions to the Board have improved
the diversity of discussion and outputs

* Concerns raised about the lack of visibility for non-Committee
members of Committee minutes has now been addressed

* The Board value executive pre-briefing sessions as they feel it
provides time for more unstructured dialogue, and thereafter
more effective outcomes in meetings (interviews)

@) Grant Thornton

Overview of findings

The Board is relatively new. Aside from the Group CFO (who is
currently absent), who joined in 2015, and the CEO who joined in
2019, the two Postmaster NEDs and the SID are the longest serving
members joining the Board in 2021. Two other members joined in
2022, with the remaining four members joining in 2023

The Board is therefore still learning about one ancther and how to

work effectively together. Nevertheless, whilst acknowledging that

there is always scope for improvement, in their discussions with us,
the Directors all considered that the Board is working well together
in an effective manner and overall is *fit for purpose’

Anecdotally, we also note from interviews that the current Board
comprises more seasoned and mature individuals who, despite
being relatively new as a group, evidence a better level of scrutiny,
questioning, and challenge. These skills are leading to better
discussions and more effective outcomes. We have not been
permitted to observe a meeting of the Board and so we cannot

at present comment further

Attendance is also good; 100% during this year with the sole
exception of the CFO

We have concerns over the future make-up of the Board in the
light of recent and future changes to its composition and the basic
level of succession planning and skills mapping in place. We
comment on this further in Section 7 — Composition, Succession,
and Evaluation

POL00448771
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Although the Board is working together well, discussions and
papers are not always strategic enough and little in the way of

follow-up has been seen on strategic plans. Equally agendas and
timings are not always strictly adhered to, and meetings, from
interim feedback received, are not always viewed as productive

Whilst the Board meets annually for a dedicated strategy session,
it is probably understandable that we have received feedback that
these sessions have not been particularly productive, with general
discussions on possible ways forward which are not worked up
sufficiently

As a result, the business tends to revert to more day-to-day
activities, and the ideas put forward are not further developed
sufficiently, for the strategy to move forward

We do question the lack of pace around putting forward a longer-
term strategy to the Shareholder given the guidance in the
foundational governance documents. This would help to crystallise
the Shareholder’s thoughts on the longer-term purpose

Whilst this is a difficult position for POL, we recommend that
strategy days are used to develop ideas to be put forward to DBT
at an appropriate time as outlined above. These proposals can
then be explored and worked up into more rounded proposals that
look 5-10 years ahead
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Leadership — Board
(continued)

* The introduction of Postmaster NEDs to the Board in 2021 has proved successful and
given the Board valuable insight into the experience of Postmasters across the UK
branch network. This includes a much greater understanding of their issues. Whilst this
has provided valuable upward feedback, it does not appear to us that the benefit has
been realised of providing feedback in the opposite direction. NEDs do not, for example,
present back to the Postmaster community, sharing talking points or insights. This seems
to be a missed opportunity. At Postmaster conferences the Board receives feedback from
Postmasters and the CEO presents his view, but again there are not seen to be forums
at these events for the Postmaster NEDs to communicate with the Postmasters.

We recommend that consideration is given to ways in which the Postmaster NED
role could be developed to be more effective in future

Actions - Leadership by the Board

* Discuss at Board what can practically be achieved over the next 6-12 months
under the stewardship of the Interim Chair. Ensure any priorities are communicated
within POL

+ Consider a regular cadence of more informal get -togethers to allow for unstructured
discussion and building of trust

* Meeting discipline, stick to agenda timings and/or review meeting cadence

» Feedback loops on strategic progress between SEG and Board to be improved (and
captured); and

* Review the role of the Postmaster NEDs and consider how their corporate memory can
be leveraged ie, the role they can play in being ambassadorial champions at Board,
and within the wider organisation
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Foundational governance documents

Key observations

* The Board needs to establish how the Shareholder position is to
be reset and ensure, as best as possible, foundational governance
documents are amended to drive clarity (whether on an interim
or longer-term basis) on areas of POL’s authority (or not) and
communication channels

Overview of findings

* Reporting obligations and matters requiring the consent of the
Shareholder are set out in various foundational governance
documents which also connect to wider guidance such as the
UK Code and Managing Public Monies

* The principal requirements (in terms of ongoing engagement)
contained in the foundational governance documents are, in
summary, an obligation to provide a quarterly performance update,
proactively endeavouring to share information on key strategic or
policy issues, to share details of ‘Relevant issues’, as defined, and to
seek Shareholder approval when required (for Board appointments,
funding, etc)

o Grant Thornton

Currently, however, there is almost continuous dialogue between
POL and UKGI/DBT, both in terms of POL responding to requests
from UKGI/DBT for information/clarification on various matters,
and POL asking for advice, guidance and operational approvals.
These habits appear to have developed over time and partly arise
from POL cultural and capability issues. They are also a result of
the heightened oversight in response to the pressure to resolve
historic issues. Without the clarity to achieve the practical
application of certain guidance set within the foundational
governance documents in terms of what is within/or not within
POL’s authority on certain operational transactions this is set

to continue

To move forward, we consider that both POL and the Shareholder
should make efforts to reduce the day-to-day interaction and
become more ‘arm's length’, as currently this is introducing
unnecessary bottlenecks in the system and impairing decision
making. The strategic aims should be clear, subject to POL and
DBT coming to the necessary agreements, and POL should be
empowered to get on with running the business, subject to any
specific priorities the DBT wishes the Company to address, and
which are set out in the Shareholder’s annual letter to the

POL Chairman

Equally the current funding cycles (between one and three years)
are restrictive for providing clarity regarding long-term business
planning. The last statement of Government policy for the
Company is more than ten years old and this policy urgently
needs to be renegotiated and updated (when appetite prevails)

POL00448771
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Actions — Foundational governance documents with
the Shareholder

Board to agree appetite and principles around alternative
interim governance arrangements such as shifting to having
observer roles on the Board

Review impact of any alternative arrangements on the
foundational governance documentation to provide clarity

Any rework of the foundational documents need to, through
the Shareholder Framework Document, work towards reducing
the interaction between the Board and Shareholder for
operational matters (and/or provide clarity as to what is not
within POLs authority), so confirming in practical terms what
is required

Annual and three-yearly budgeting cycles are not supportive
of the major, long-lasting investment schemes needed for the
successful delivery of strategic priorities and the sustainable
transformation of POL. An overarching, rolling five-to-ten-year
funding facility with the one-to-three-year budgeting cycles
feeding into this framework, would enable the clarity required
for such a long-term plan
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Executive leadership

Executive Leadership

Key observations

* SEG needs to pull together as one mutually trusting collective,
driving clarity and being unified by culturally aligned measures
of performance. An Implementation Committee could help by
providing focus to the business transformation that needs to take
place (Refer comments in Section 6)

* The direction of travel in moving towards a more simplistic
decision-making structure is appropriate. Protocols, requirements
and accountabilities should be reviewed and communicated to
optimise and support this change

* Decision making, decision criteria and reporting are ambiguous,
creating significant risks in resource utilisation. At such a
sensitive time, effective internal communications are paramount;
between the SEG and the Board, as well as between SEG and the
wider organisation

* Concerns around the executive leadership remain - capacity,
focus, retention, and meeting discipline all need to be addressed

@) Grant Thornton

Overview of findings

Although time is needed for the SEG to build the collective
competence, narrative, stability, corporate memory, and effective,
collaborative ways of working, the team also needs to pull together
as one mutually trusting collective, driving clarity and being unified
by culturally aligned measures of performance

Streamlining the organisational structure to a simpler hierarchy
is a big step in the right direction. Historically, layers or process
and controls have been built around the enabling functions,
whereas in reality, the organisation needs to address root causes
around capability, organisational structure, and the lack of
clarity in roles and accountability. Base information requirements,

28

accountabilities, monitoring/reporting and communication
protocols should be agreed and communicated, with a focus
on those forums that have the highest strategic importance

Given the level of noise surrounding POL, the SEG needs to
communicate its collective purpose and individual roles in addition
to working more effectively as a cohesive leadership unit. The SEG

should be role-modelling the “to be” desired culture and behaviours

POL00448771
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Points of note from survey and comments made to Grant
Thornton during interviews

.

.

Historically GE member behaviours’ have been sub-optimal with
various individuals acting in isclation, betraying confidences, and
openly criticising each other, not calling out negative behaviours,
all of which has led to a lack of trust

The inability of the GE to unify around decisions meant that
the Board was being used as a forum to find agreement

Effective internal communications are particularly important

to maintain employee engagement and trust. Comments made
that internal communications are treated/prepared in a similar
manner to external communications — with a “political” remit and
tone of voice, lead to a lack of authenticity and trust. Feedback
suggested that colleagues need to be trusted with more and
richer information

The current CEO is a good communicator and is held in
high regard

There remain concerns however about Executive leadership
capacity, as well as CEO focus and the ability to build out a stable
and high-performing management team. It has been noted that
some members of the leadership direct activities to protect their
own interests or drive their own agenda, which is frustrating and
costly to the business

GE discussions are not useful and suffer from a lack of insights
with some bearing the role of “educator”

Grant Thornton @ 2024 3
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Executive leadership
(continued)

Actions — Leadership of the Executive

* SEG to be intentional about how it is perceived as a cohesive leadership group.
Agree high level cultural principles that they can coalesce around as a team and
role model to the wider organisation (and hold each other to account)

* Consider outlining a high-level communication plan with the business

» The newly-formed SEG needs to think through a communications plan to signal their
intent of a wider organisational reset for people and stakeholders

— Start to build up thematic milestones that bring people on the journey. These can
consist of three phases: Reset - re-establish principles, culture and tone from the
top, Rebuild - the internal hierarchy, communications and cross-functional ways
of working, then Reboot - with a longer-term vision with stakeholders. The purpose
is for leaders to move the organisation through stages of decreasing dependence
into stages of increasing collaboration, empowerment and independence, set
within clear governance and cultural norms

* Ensure any terminology in updated roles, responsibilities etc does not create confusion
with the foundational governance documents, such as the use of the term “Executive”

q

" ‘\
. ‘ L AV
° GrantThornton Grant Thornton @zial»/ 36




POL00448771
POL00448771

Commercial in Confidence

05 Leadership and purpose

Measurement of performance

MI, minutes, agendas

Key observations

Rolling agendas, until recently were not sufficiently structured
to include a balance of forward-looking discussion

MI, whilst improving, is inconsistent in quality, voluminous and not
in a format that is effective in supporting Board or GE decisions.
MI needs to be synthesised to pull out what is important from

the data

Throughout a review of minutes at Board level over the last
12 months it was noted that there was a lack of clarity as to

whether actions had been resolved or removed because of inaction.

We understand from interviews this is prevalent within the central
function as well. We do note, however, that this has improved more
recently with the updates on actions as provided for in the Matters
Arising Schedule.

Overview of findings

We have reviewed most of the papers, Management Information,
agendas and minutes of the Board and Committees for the period
between September 2022 to December 2023

Whilst interviews indicate the guality of Board papers is improving,
it remains voluminous with little in the way of insights. We consider
Ml is still not supporting effective decision-making in the way that
it should. From commentary in interviews, points were made that
in the absence of strategy, Ml is often presented in a way that
prioritises each author’s personal agenda

o GrantThornton

Equally there are still instances of papers being submitted late,
being overly long, poorly prepared, not presented by the person
who prepared it, not including specific recommended conclusions
or guidance, and often containing limited metrics by which
outcomes can be judged. There are exceptions, for example some
of the retail and/or the monthly financial reports. We understand
that the revised finance report has gone down well with the Board
which was unsatisfied with the previous version, although itis
unclear as to why this matter was not previously raised and

dealt with

We also observed that a significant proportion of the information
presented to the Board is operational in nature. When we probed
the reasons for this in interviews, it appears to be twofold, either

— atendency for management below Board level to defer making
decisions on matters which are technically within their scope of
responsibility. The propensity is to push decisions up the line,
frustrating authors who have spent time preparing insights

— a duplication of the same information going into multiple
sources with authors unclear as to purpose

Whilst this may be appropriate in limited circumstances, this
seems to have become normal practice. The result is that the
Board is not having the proper discussions that it should have
around the themes that drive the commercial success of the
business. We comment further on this practice below

under ‘culture’

We also received comments in interviews regarding a lack of clarity
on assigned actions out of Board/GE meetings, where assignees
are not informed in a timely manner. We understand that GE/ SEG
actions are now distributed on a weekly basis and Board and
Committee meeting actions are distributed usually within 1 week or
2 weeks maximum for Board actions so these initiatives will
hopefully serve to resolve the issue.

Minutes of meetings are considered to reflect the substance of
discussions and decisions are taken accurately. They tend to be
drafted in a narrative style, recording comments made at some
length, rather than concentrating on decisions taken. Opinions on
the style varied amongst the individuals that we interviewed, but
this is more a matter of individual preference rather than good
practice. If the Board is satisfied that the minutes are accurate,
we would not recommend any change

We understand that committee papers and minutes (with the
exception of those pertaining to Rem Co) are now available to all
Board members as several of the NEDs previously found that the
information coming to the Board gave a limited view of matters
across the business
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Measurement of performance

(continued)

Actions — measurement of performance

Simplify, centralise and streamline papers, reporting and dashboards and key
metrics - ‘less is more.’

Also ensure

that actions assigned from the Board, SEG and other key forums are communicated
on a timely basis to those not in the respective meetings

the Board is provided with higher-quality papers with analysis, conclusions, and
recommendations. Recommend dashboards are considered for all which
measure/illustrate impact across a series of financial and non-financial measures

papers are presented by the person who prepared them and provide specific
recommended conclusions with accountabilities for action points that are followed
up and acted upon

guidance is given to those responsible for the preparation of Board papers on ways
to make them more rigorous and more strategic

the Board/Executive makes it clear when papers are being prepared in a way which
does not meet its needs and where and what changes are required

training of paper writers is provided on how to write good executive summaries and
emphasise the importance of reliable information

o GrantThornton
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05 Leadership and purpose

Culture

Key observations

* Thereis a pervasive culture throughout the organisation
whereby individuals are reluctant to make decisions. This is
thought to be due to fear of getting things wrong, the extreme
public scrutiny, lack of clear accountability and management
of underperformance. There is also an acute interest and
over-reliance, and even at times, a governance requirement for
Shareholder input both on historical matters, BaU and strategy

* Itis unclear at Board level who owns the people agenda

* Thereis no recognised culture dashboard which seeks to either
frame or monitor the culture

* The untimely agreement of reward structures continues to
impact clarity around prioritisation, performance management
and motivation

Overview

The pervasive culture throughout the organisation whereby
individuals are reluctant to take decisions was clearly stated to

us by virtually all interviewees, both at Board level and below. This
has a detrimental effect on the effective working of the business.
The reasons for this and the effects of it are varied but include:

* the extreme pressure that the Company is under. POL is in fire-
fighting mode dealing with legacy issues as well as the inquiry
developments. This is coupled with hostile media coverage and
Government distrust, leading to micro-management. This micro-
management is counter-productive (although understandable)
and is engendering a siege mentality, which is sucking up
resources and inhibiting positive action

o GrantThornton

there is a culture of fear of getting it wrong, so it is easier to put
decisions aside if the accountability is not absolutely clear and
followed through. Driving this is an intense amount of public, media
and Shareholder scrutiny, as well as potential FOI requests.
Overadll, there is so much external pressure to not ‘mess up” again,
that it is paralyzing activities in the organisation

in some cases, accountabilities are not as clear as they should be
to counteract the above inherent weaknesses, both at an individual
level, and in relation to committees and other management forums.
There is also no universally understood RACI matrix to fall back on
to unlock this

there is also a capability issue. This is material because it leads to
making processes overly complex. Due to the present intrusive
nature of the shareholder’s oversight, many decisions go up to
government, which is seen as very slow. People become immune to
making decisions because of the number of people overseeing,
considering and deciding. A reluctance to take responsibility means
that operational decision making gets pushed up to the CEO or
other GE members, taking valuable time away from their day jobs
and, for the CEQ, tying him down in operational decision-making
when he should be leading

issues around the governance and delivery of the NBIT programme.
The successful delivery of this programme is critical to restoring
credibility with Postmasters. It also underpins the ability to
undertake future thorough internal investigations. Whilst this is not
directly within the scope of our work, interviewees proactively
mentioned that this is mired in delays and cost overruns, bringing
into question the credibility of M|

+ the interviews and surveys reveal that individuals are not generally
held to account for underperformance. Feedback indicates this
may be due to risk aversion around managing people out of the
organisation and associated implications. Others opined that
the uncertainty around funding resulted in prioritisation/
de-prioritisation of projects at short notice dependant on funding
availability, was also to blame. Discussions with interviewees
indicate that the necessary people policies and processes are in
place to conduct effective appraisals - it is largely down to
culture. Sanctions for non-adherence to policies (the policies
themselves are good) is difficult because of the cultural ambiguity
and the perceived behaviours being widespread amongst the
leadership team

Exacerbating this is a prevailing risk averse attitude from the Board,
and combined with the above, people at POL are nervous to put
forward more risky/commercially courageous options because they
feel the Board will throw them out immediately. This is reflected in low
scoring employee survey results around areas of trust/engagement
/being empowered in their roles. Board risk appetite permeates so
much of what happens in the organisation that it becomes a self-
reinforcing cycle.
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Culture (continued)

Actions - culture

Clarify responsibility for the wider people agenda at Board level and amend the
Board ToR to encompass people issues (refer division of responsibilities Section [6]
for further details)

SEG to agree a set of cultural design principles they want to start to role model
and uphold as a leadership team

Develop and implement a culture dashboard to frame cultural expectations, and
against which to monitor the culture. In this regard we now understand that a draft
has already been developed and discussed at GE in late 2023. This will be reported to
SEG every two months, starting in March 24, and to the Board every 6 months.

Consider a refresh of Company values to enable a change of culture and ensure
this is underpinned by performance management

Ensure a clear RACI system to clarify individuals’ responsibilities and accompany
this by an increased focus on performance management

Consider a communication plan which simply sets out thematic key milestones of
the journey of POL and signals the purpose of the recent change at SEG

Q GrantThornton
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06 Division of responsibilities

Accountability

In this section we explore the findings and
make recommendations on governance
aspects related to:

* Board accountability
* Enterprise accountability

Covering areas such as, the effectiveness
of decision-making forums, and impact
and clarity of roles and responsibilities.

For further points of evidence, refer to
Appendix 2.

7NN
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Board accountability

Key observations/actions

Board division of responsibilities are largely in line with the UK Code
and good practice, other than ownership of the broader People
agenda (in terms of culture, D& etc) being more explicitin ToR

— There may be merit at a future date in splitting Risk out from the
Audit and Risk Committee to elevate the second line to better
support and oversee cultural transformation. However, there is
limited capacity at present. Refer to Section 8 for further details

— Consider whether Rem Co and Nom Co are delivering against
their respective ToRs and agreed how any gaps can be address
by review DoA, capacity, agenda, meeting timings etc. We
appreciate the work of these Committees has been impacted by
the absence of a CPO until Autumn 2023 (refer to further
comments in Section 7)

Attention is needed to ensure that sufficient visibility/cadence of
information is flowing from Subsidiaries up to the POL Board. This
includes connectivity between the Board and Committee Chairs
with Subsidiary peers (there were varying views on visibility coming
from interviews). We understand this routinely happens at Audit
Committee level. Refer Appendix [4] for further comment

Executive accountability

Key observation

From our findings we consider the GE does not operate effectively
as a decision-making group and is poorly supported. This is due to
several issues

— the vast number of matters brought to it for decision

= large number of individuals reporting directly and indirectly into
the CEQ (currently being addressed)

— low-level delegated authorities that limit decision-making; and

— an understandable level of risk aversion, leading to semi-
paralysis and a general avoidance of decision-making, which is
also impacting performance management. Given the public
scruting and government ownership dimension, there seems an
organisational reluctance to manage underperformance

Communication and clarity on new roles is key going forward. As
an example, from interviews (including Board members ) many
were not clear as to the role and remit of the Deputy CEO beyond
providing the CEO with further capacity
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06 Division of responsibilities

Accountability (continued)

Overview of findings

* The existing POL governance structure is extensive with numerous
levels of committee constructs. The vast number of committees
lead to an “untidy house” where proper recordkeeping, (the
corporate memory) and decision-making mechanisms and
opportunities, (the corporate brain), are not working together
to deliver the purpose. This complex decision-making framework
clouds accountability leading to a lack of effectiveness and
transparency in decision making

+ A simplified decision-making structure would facilitate
effectiveness and, accountability, as well as speeding up the
decision-making process. This is recognised by the SEG who
is currently in the process of redesigning the decision-making
structure. We highlight these actions on the following page

* The POL leadership team (in December 2023) composed of:

— The Group Executive (GE), a group of 12 individuals who report
into the CEO

—= The LT, also known as the GE-1 who comprise the direct reports
of the GE, and other senior executives

* The LT met monthly for the communication of board and GE
decisions and wider decision-making

* This group had comprised of 100+ individuals, which is now being
reduced to roughly a quarter of the size

o GrantThornton

The GE’s ToR, which again are being reviewed, state that its
purpose is to assist the CEO in strategy development and
implementation, operational and financial performance
monitoring, assessment and control of risk, etc, with the GE
functioning as a forum for discussion, decision-making and
problem solving. The GE met once a week for this purpose
and LT met monthly for the full day

The GE is then further supported by 12 sub-committees

According to most survey respondents and interviewees, some
key points of note relating to the effectiveness of the construct
above include:

.

Attendance at LT meetings is relatively low

Across the LT forums and committees some individuals reported
that despite lengthy deliberations, there is limited challenge or
value added to the matters, leading to a belief that there is limited
understanding This is despite papers being provided beforehand,
and/or little need to put effort into papers in the absence of
decisions being made

There is duplication of papers across decision-making groups
which can sometimes appear to take decisions on the same matter
twice. We found specific mentions of this happening between RCC
and ARC and RCC and Retail Committees

The effectiveness of certain working groups is not clear. For
example, the Improvement Delivery Group (IDG) does not have
metrics or key performance indicators to measure or evidence its
effectiveness in terms of impact.

Authority of committees is not clear. IDG was given as an example
where it appears to be a body that largely hears and collates
actions/information rather than take decisions

Committees/forums within the LT generally act as stage gates with
anything of significance going to GE. This means items are
debated and heard twice for approval

MI and sub-committee (Sub Co) reporting is falling short of desired
levels leading to generally unsupported decision making

As highlighted, numerous comments to the effect that a risk-
averse environment has emerged amid fears of making decisions
that should ordinarily fall within their roles. The inquiry is generally
causing nervousness and is leading to an avoidance of
accountability. This avoidance of accountability and risk-taking

is leading to a higher level of input being required from legal
colleagues, and it Is the legal function therefore, that is driving
decisions in some cases
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Overview of findings (continued)

* Meeting discipline in terms of capturing actions and providing
an audit trail around resolution (or not) varies across forums
and committees

* In certain cases, individuals are willing and able to take decisions,

but are prevented from doing so by low delegated authority levels.

For example, ‘spend’ approvals for transactions on operating
expenses at Executive level is £5 million. An organisation with the
size and complexity of POL’s operations would routinely engage
in transactions far in excess of this amount. This is resulting in a
proliferation of comparatively minor decisions being escalated
to the board

*  With Postmasters, we understand there to be over 80 varying
franchise agreements. We understand there is a desire to
synthesise these, as they are considered to present a risk.

* We are aware that changes in Management reporting lines are
underway, however during our investigations we were informed
that in addition to the CEQ’s direct reports, other executives also
report to him on matters which they should be deciding on at their
level. As well as an excessive number of direct reports, he is also
making unnecessary decisions on operational matters

POL00448771
POL00448771

Commercial in Confidence

Work in flight

Proposals to reduce the direct reporting individuals into the CEO to
seven have been implemented and this group will form the nucleus
of the Executive leadership team to be known as the Strategic
Executive Group (SEG)

Further proposed changes include the slimming down of the wider
leadership team or LT from over 100 individuals to a group of
20-25, and the overhaul of Sub Cos and working groups

We are informed that the full leadership team and the refreshed
GE sub-committees will be announced in late March 2024.

We consider that these arrangements are satisfactory and will
improve governance at POL

We are also encouraged by the approach namely, to design the
Committee requirements, purpose and roles ahead of identifying
the individuals, which will be done based on skills and experience
for the role and not necessarily on seniority

As part of this process all ToR, DoA’s at the GE and GE-1 level will
be reviewed
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06 Division of responsibilities

Accountability (continued)

o Grant Thornton

Actions — Executive accountability structures

Continue with

.

the streamlining of direct reports and associated DoA/ToR
except for risk, which we feel should be elevated to reporting
directly into the CEO (refer Section 8 for further discussion).
lllustrative diagram provided on page 47

the streamlining of GE sub-committees ensuring their
responsibilities are mapped out to identify gaps and overlaps,
as well as to ensure synergy. Support for adequate board
paper preparation should be provided where needed. Refer to
page k46 for illustrative diagram

Consider the merits of an (interim) Implementation Committee
or repurposing the IDG to spearhead the reform effort

— This Implementation Committee should include no more
than six individuals from the Leadership Team who are fully
convinced and committed to the pressing requirement for
such fundamental reform

— They should have a willingness to champion these changes
publicly and be clear how each element complements one
another and contributes to the whole

— The Implementation Committee to be led by an independent
chair (i.e. a INED from the Board) with appropriate
transformation expertise, and include a combination of the
Deputy CEO, relevant LT members

— The Implementation Committee to be supported by a highly
capable and experienced project team (in our view led by
the current Chief of Staff) to manage the various
dimensions of reform implementation. The committee’s aim
will be to anticipate, manage and resolve, in a rigorous and
dispassionate manner, the intricate technical,
organisational and political issues that will inevitably arise

— The committee could then act as a challenge to the strategy
design being led by the SEG and in the interim, act as the
oversight for a number of the current GE transformation
committees, ensuring a company narrative is created
around trade-offs

Review the DoA spend approvals to drive relevant decisions
being taken at the appropriate levels thereby managing and
reducing the frequency of simple matters escalated to board

Communication will be critical in terms of supporting this
transformation to ensure governance is rebranded and the
case for change understood. We comment on this further in
Section 4 related to Executive leadership
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Proposed Two-tier Board structure

Executive Team:

CEO, CFO, Deputy CEO,
CTO, CPO, Support:
CoStaff

. " NBIT
Historical Matters Culture Risk and RH N S mis o (Strategic Platform i Transformation

Funding Meeting Coalition Compliance (incl. Pr?pertg Modernisation Approvnls and Board
Committee) § Delivery Group
Committee)

Post office Pension

lncgjirg Stleering Plan Governance Data Governance ?chnc{logy Im'provement
ommittee Group ommittee Delivery Group
Health and Safety
Key: highlight new roles/committees to be considered

Proposed non-GE level committees
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Proposed further simplified
executive reporting structure

Chief of Staff
Chrysanthy Pispinis
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This side dealing with sustainability,
strategy implementation, providing
focus on forward looking BaU, and
subsidiary matters

(Deputy CEO
Owen Woodley)

This side dealing with culture, firefighting, CEO
noise and historic issues - can be rejigged EA Nk Bt
depending on remit of CFO/CPO etc. Philippa Hankin | At
I [ I |
CPO Group General Counsel Interim CFO
Karen McEwan Ben Foat Kathryn Sherratt
| [
Strategy and
SUEES Byiiry Do — Transformation Director
Diane Wills
Tim Mclnnes
Remediation Unit
Director —

Simon Recaldin

Group Corporate
Affairs, Communication
& Brand Director

Richard Taylor

f@; GrantThornton

Group Chief Retail
Officer . -

Martin Roberts

CTO
Chris Brocklesby

Reporting from
subsidiaries
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07 Composition succession and evaluation
Composition,
succession and
evaluation

In this section we explore the findings and
make recommendations on governance
aspects related to:

Composition of the Board
Composition of the Executive and LT
Succession planning

Performance management

For further points of evidence, refer to
Appendix 2.

S
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Composition of the Board

Key observations

» Over the last 15 months, the Board has experienced eight role
changes including two new Chairs. That said some obvious
skills gaps remain — as well as a lack of diversity

* The very recent departure of the Chairman, the imminent rotations
of INEDs (and Postmaster NEDs) and the long-term absence of the
CFO, make for a perceived weak directive and decision-making /
oversight body. Corporate memory needs to be carefully managed

* The Board along with the Shareholder need to consider a response
to the NFSP statement, released 19 January 2024, which queries
the viability of the Postmaster NED role, in addition to raising
concerns around the original selection process

Overview of findings

* The Secretary for Business and Trade removed the POL Chairman
with immediate effect. The intention is to appoint an interim Chair
to take on the role pending the search for a permanent successor.
We understand, however, that Ben Tidswell, the present SID, will
chair the Board and Nom Co meetings until a replacement is found,
or until he leaves in July 2024

* Further board rotation is imminent alongside this process with
expected departures of two INEDs and the two Postmaster NEDs
within the next 15 months
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Individually, all board members have significant experience and
expertise both at executive and Board level. Interviews cite that
there is improving diversity of discussion and debate at Board.
However, the Board is still learning how to best work together and
be most effective as the uppermost decision-making and oversight
body of POL. It is usual to “sacrifice” the first 12-18 months to
becoming fully effective

There is, however, a lack of gender diversity within the Board when
compared to best practice. Currently only two members of the
eleven permanent Board positions are held by women

It is of paramount importance to urgently recruit new board
members with appropriate skills, experience, and who will *fit in’
to the current Board, a task that will be made significantly more
difficult by the current negative public perceptions surrounding
the Company’s probity. Clearly the identification of a Chair is
key to informing further recruitments

It appears ill-thought through that both Postmaster NEDs are
due to leave at the same time, having only served one term of
three years. That POL did not anticipate this issue in terms of
corporate memory until recently points to the poor succession
planning. No thought appears to have been given to transfer of
knowledge/roll over with both rotating off at the same time.
There is no transparency as to formally how this is going to be
dealt with beyond, we are aware, of a recent decision that "one"
will be extended. However, we have subsequently been advised
that proposals have been put forward for a staggered step-down
process going forward which will be presented to the Shareholder
for approval.
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Composition — Board (continued)
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Points of note from surveys and interviews

* The Board has gaps in experience and skills in technology and
digital transformation at a critical time in its development with the
replacement of the Horizon IT system and concerns around the
delivery and cost. There is also a perceived lack of experience in
dealing with government/Whitehall and the civil service generally
as well as franchise expertise

* All cite how much they underestimated the complexity with the
Shareholder in terms of governing the organisation

* Many raised the desire for more informal get togethers to build
trust and have unstructured dialogue given the breadth of the
agenda at POL equally all highlighted an absence of a formal
learning and development programme

* The Board does not regularly review its diversity with regards to
background, ethnicity, gender and other minorities; and

» There is acknowledgement that the Board is ultimately approved
by the Shareholder which influences its composition

POL00448771
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Actions - Composition of the Board

Succession planning needs to be overhauled and driven
forwards with the design principles of the skills matrices agreed
at Nom Co. New and appropriately skilled Board members
need to be recruited urgently with a view to filling skills gaps,
addressing diversity and rotation timings

Given the immaturity of succession planning, Nom Co
membership to potentially be reviewed to include having the
Chairs of all the Committees as members to provide a diverse
perspective on management pipeline

Nom Co to take the lead on addressing the future viability of
the Postmaster role at Board.. With the NFSP also raising
issues around the validity of the original selection process the
Nom Co should seek to establish what corporate memory
exists around this to be able to address any future concerns or
processes

Nom Co to agree design principles for the skills matrices. These
to be mapped urgently to support informing the future “to be”
composition plan

Consider how the Board is going to support the SEG
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Composition — Executive

Composition of the Executive

Key observations

.

At an individual level, the Executive team is an experienced group
however, history suggests the group is not optimised yet and
working together as it should. Innovation is being stifled and
objectives are misaligned, but we are encouraged that there are
fundamental steps being taken to drive different outcomes to build
leadership capacity and accountability

The absence of a (permanent) CFO is causing issues both at Board
and in operations and this needs attention. The planned departure
of the Deputy CEO needs to be addressed

Numerous "People issues" within the organization, including
confusion around roles, accountability, and cultural behaviour, as
well as complexity of legacy reward schemes, mistrust around pay,
high staff churn, and confusion due to lack of corporate memory

The entire “People” agenda (at Board and operationally) and its
numerous related issues — most importantly performance
management and accountability - requires a laser sharp focus on
rapid implementation

It is acknowledged that the current level of “noise”™ surrounding
POL is a huge distraction as well as being an impairment to
successful recruitment. Urgent steps need be taken to avoid gaps
in the Executive team developing and a COO should be the next
recruitment focus

@) Grant Thornton

Overview of findings

The current Executive team is largely untested and although the
accumulated competence and experience should be in place,
history would suggest that as a group they have struggled to form
a cohesive team to develop an innovative and sustainable strategy.
They are without doubt an experienced team of individuals,
however, without aligned and unifying objectives, the collective is
in danger of demonstrating little cohesion, which in turn reflects
poorly on the CEO

The current CEQ (and CFO) has been in role somewhat longer than
the external Board members however the absence of the CFO from
the business for an extended period at such a critical time poses
issues. The capable deputy CFO has stepped in on an interim basis
however, this key position needs to be filled permanently with the
right calibre of individual to oversee and support the anticipated
transformation. In addition, the absence of a permanent CFO is
causing issues with Board written resolutions and this issue needs
to be resolved as soon as possible. We have subsequently been
advised that amendments to the Articles to permit written
resolutions to be passed with a 75% majority are being tabled for
Board approval at the POL Board meeting of 1 March

There are a number of other (relatively) senior roles which are
currently filled on a contract basis. This is exacerbating the

lack of corporate memory across the organisation, reducing
accountability, and ultimately leading to an increase in staff churn

POL00448771
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Furthermore, the Deputy CEQO has indicated his desire to step
down, which if actioned will leave a significant capability gap as we
understand he has been impactful in the current role. As part of the
wider recruitment plans a COO should be recruited without delay
to enable a sensible handover period and ensure an avoidance of
further capability gaps occurring in key positions at both Board
and Senior Management level

Feedback suggests that there are a large number of ‘people
issues’ which have been exacerbated by the historic lack of an
incumbent in the CPO role. These issues include lack of cohesion in
leadership, confusion (and duplication) of roles and responsibilities,
lack of skills matrix and lack of performance-based conversations,
accountability ambiguity, lack of diversity and inclusion
awareness, and general poor cultural behaviour. Other issues
include the complexity of legacy reward schemes, mistrust in the
organization about how pay is determined, high staff churn, and
confusion/slow decision-making resulting from a lack of corporate
memaory

A newly appointed CPO, (October 2023), has all these issues as
immediate priorities and a three-year people delivery plan is
imminent. We are encouraged that her outline proposals

for tackling these issues are focused in the right direction in
addressing the gaps. A lesser priority is the lack of any formal
learning and development plans for directors
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Composition — Executive
(continued)

* Further points of note from interviews and survey

— While new additions have been additive in bringing new, valuable experience, there
has not been enough time to re-build collective competence and ways of working

= It is felt that sometimes recruitment is perceived not to routinely be conducted on a
transparent basis with reference to the absence of a framework of skills, competencies
etc and no EDI thought put into interview panels and targets

— Capability overall is lacking when it comes to breadth and depth, and increased
expertise and experience in certain areas is needed, such as transformation
management, effective leadership, although recruitment limitations (ie remuneration
and government thresholds/appetite) and reputation recognised as limitations in
this regard

— There is limited cross functional working across POL leadership and more needs
to be done to facilitate the building of leadership teams

Actions — Composition of the Executive

* A more structured approach to recruitment and senior appointments needs to be
implemented without delay.

* Push for clarity on CFO role in the SEG
* Consider merits of a COQ role

+ Continue with the build out of the skills matrices for leadership, EDI to be integrated
into thinking

* Review recruitment process
* Learning and development plans to follow

+ Communicate changes and ensure where possible transparency around process
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Succession and performance management

Succession planning

o GrantThornton

Key observations

To date succession planning has been poor at POL and there is a
heightened need to drive this forward at pace. The lack of a proper
succession plan for key senior roles (CEO, CFO, etc.) is a growing
risk that is causing wide felt repercussions at Board and at
Executive level

There is too much Board role rotation, and this is impacting the
corporate memory, decision-making and oversight effectiveness

The current lack of transparency around senior appointments is
hampering Board discussions and leading to an erosion of trust.
In addition, a structured approach to internal appointments is
completely lacking and should be implemented without delay

In the survey scoring this is one of the areas identified as
highest priority yet receives the lowest scoring in terms of
effectiveness/impact (red score below against the general
Board benchmark in the third column)

The company’s laude.rshlp arjd talent management 64 50 7
evaluation and planning are in good order.

We have a satisfactory succession plan for key roles in the w5 49 64
management team.

The board's contribution to matters concerning management
appointments and development of a diverse pipeline has led 1.8 L7 73
to the desired cutcomes

As highlighted feedback acknowledges concerns around the lack
of proper succession planning — at Board and for key senior
leadership roles as it appears that POL did not anticipate that the
two Postmaster NEDs would be stepping down at the same time.
The lack of awareness of the wider impacts on corporate memory
until most recently, coupled with the lack of formal discussions as
to how this should be addressed, (other than considering one role
to be extended), points to a weak capability in this regard

The lack of succession planning around the key senior leadership
roles of CEO, CFO etc. is causing concern. Succession planning
is a key process in ensuring the organisation can deliver on its
objectives, focusing on the right number of people, with the right
skills being employed in the right roles and at the right time

Actions — Succession planning

* Per comments on page 50 Nom Co to oversee immediate
action to start to address issues around skills matrices,
recruitment processes etc that underpin succession plans

* In the absence of a strategy Nom Co to agree with the SEG
succession planning design principles

* CPO to continue to drive the process with reporting lines
between Board, Nom Co and Rem Co clear in terms of remit of
oversight and support in this area
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Succession and performance management (continued)

Performance management

o GrantThornton

Key observations

Poor organisational culture — very little in the way of performance
management in the business and very little done to tackle poor
performance largely due to culture and clarity on strategic
priorities, roles and responsibilities etc

Related to this, a lack of transparency at Board around senior
level recruitment and appointments

Key development areas highlighted in Board Effectiveness reviews
over the last few years remain a gap today. The Board need to
clearly establish why it has not resolved a number of the issues
outlined both through internal and external reviews

Overview of findings

Internally, there is no structured approach to promotions, no skills
or competency frameworks used as a basis with levels set for each
cadre, no set requirements for interview panels and no requirement
for EDI training. Externally, even though senior appointments could
be kept quiet due to valid reasons, such as fears of leaks to the
press, this is still hampering discussions and eroding trust in this
important area

* A number of relatively senior roles which have been filled on a
contract basis rather than by new permanent employees which
has exacerbated the lack of corporate memory across the
organisation, reduced accountability, and increased staff turnover
although we understand this is complicated by the ownership
structure and foundational governance documents

The CPO has all these aspects as immediate priorities. By the end of
February 2024, she aims to articulate a 3-year people delivery plan
which will begin to tackle these issues. We are encouraged by what
we have heard from our discussions with her and consider that her
outline proposals are very much focused in the right direction at this
early stage

Actions — performance management

* Werecommend therefore that people skills be reviewed,
and that individuals be placed in their most suitable roles

* Policies and processes for people management need to be
enacted purposefully
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08 Risk, audit and internal control environment

Risk and control
environment

The control environment needs to
structurally evolve to enable those that
are charged with governance to have the
confidence that the key financial and non-
financial risks are understood, transparent
and are being appropriately managed to
drive value.

In this section we explore the findings and
make recommendations on governance
aspects related to:

Risk Management
Risk policies and procedures
Risk appetite, policies and procedures
Risk culture
Control environment
For further points of evidence,

refer to Appendix 2.

S

(©) GrantThornton

Key observations

* POL has relatively well set up risk management process and
associated policies and procedures; however further uplifting
of some of those is required as the risk management
arrangements mature

* The Central Risk Function needs to be elevated across the business
to gain the necessary prominence so that POL can more effectively
use risk management as part of improved strategic decisions

* ARC papers could be significantly improved by introducing a more
concise and data-driven approach of reporting

* POL should undertake more pro-active steps in satisfying itself that
it has an effective internal controls framework in operation

Risk Management

* In our understanding, the central Risk Function of POL has been
on a journey. The Risk Function is resourced with appropriate skills
and experience

* In line with our expectation, the central Risk Function has the
overall responsibility to oversee the corporate approach to risk
management as well as defining and implementing risk standards,
policies, procedures and guidance, identifying emerging risks and
trends and producing regular reports to the ARC

= Until recently, the Head of Risk has been reporting to the Director
of Internal Audit and Risk Management. In the course of our review,
POL has undergone executive changes, which have resulted in the
Head of Risk now reporting to the General Counsel. This is because
the firm has rightly identified potential conflicts of interest with the
second line of defence reporting to the third line of defence. This
change also brings the risk function in line with the compliance
functions, which already reports to the General Counsel
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+ Overall, we consider the decision to move the central Risk Function
out of the remit of the Director of Internal Audit to be appropriate.
However, given recent developments, the exposure the legal
function has with the Inquiry, and a number of ongoing
investigations, POL may want to take the action to re-consider
whether a reporting line into the General Counsel could also
potentially result in a perception of conflicts of interest

* This is because the central Risk Function should remain
independent and be able to freely challenge the rest of the
business, including the legal department. In our opinion, it will
be more appropriate if the Head of Risk has a direct reporting
line to the CEQ. This will also send a very strong signal to the
business and any other interested parties that POL has given
the risk function the level of prominence it should carry given
current environment

Action — Risk Management

* Re-visit the newly introduced changes in reporting lines as far
as the risk function is concerned and consider whether more
appropriate line of reporting should be introduced both from
an independence and elevation level
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08 Risk, audit and internal control environment

Risk and control environment (continued)

Risk policies and procedures

We are satisfied that POL has established an appropriate set of
risk management documentation, including Risk Management
Policy, Risk Management guidelines, Risk Register, Risk appetite
statements for its enterprise risks and associated tolerances

Moreover, we understand that in the last two years, POL has
also introduced a new Governance, Risk and Controls tool,
ServiceNow, to help automate risk reporting. The team has also
been restructured, streamlined to a relatively lean structure of
three with the Head of Risk taking overall responsibility for it.
Further enhancements were also introduced to the

existing documentation

In our view, as the central Risk Function matures, some further
enhancements to the risk documentation should be introduced.
For example, some refinement of the roles and responsibilities of

the second line of defence versus the business would be beneficial.

Currently, the Risk Management policy states that the CFO has
the overall responsibility “to ensure that the Post Office actively
monitors and strengthens its approach to risk management and
promotes a consistent risk-intelligent culture”. Further
consideration should be given to the identity of the executive
sponsor of risk management in line with updated reporting lines

Similarly, we consider that the risk management documentation
should more clearly feature the role of the central Risk Function as
providing independent challenge to the business. Both the risk
management policy and risk management guidelines should be
updated to this effect in our view

o GrantThornton

.

The Risk Management guidelines mentions that Postmasters
should be “risk aware” in defining their roles and responsibilities
with regards to risk management. In our opinion, Postmasters
have a critical role to play in ensuring that risks are managed,
similar to the first line of defence, and this should be made clear
within the remit of their responsibilities and all relevant risk
documentation

In addition, the Risk management policy sets out a regular
bi-monthly reporting to the Group Executives, ARC and the Risk
and Compliance committee (RCC). We would typically expect
that the frequency of reporting varies according to the needs of
the stakeholders. For example, we would normally see that
reporting to the ARC is aligned to its meetings’ cadence, reporting
to executive forums is monthly and reporting to individual group
executives is on a weekly basis or as often as they need

The Risk Management guidelines also refers to the Risk glossary
as Risk taxonomy. We consider this incorrect. Usually, risk
taxonomy refers to a system of categorising and organising
risks and it includes the different types of risks that an
organisation faces as opposed to the definitions of the risk
terms used within documentation

Action

* Amend the Risk Management policy and the Risk Management
guidelines to consider the observations above

Whilst, given other priorities, we do not consider this action critical
from a timeline perspective, we are of the view that further uplifting
of key risk documentation is required

Risk Appetite, thresholds and tolerances

Positively, POL has set up risk appetite statements for each
enterprise risk as identified. These are supplemented by formal
tolerances, which are established using the same definitions as
for the risk appetite. However, it is unclear from the documentation
we have reviewed what process was followed to land with these
tolerances. Furthermore, we understand than no quantitative or
qualitative thresholds were adopted when setting the risk
tolerances. Typically, when risk tolerances are set, we would
expect that risk thresholds, which refer to the specific levels of
risk that will trigger a response or action will also be established

Action — Risk Appetite

* Once POL has settled on its overall and risk strategies, a more
holistic review should be undertaken to introduce mare formal
approach as to setting risk appetite, risk tolerances and risk
thresholds. This will bring the organisation in line with industry
practice and will foster more mature risk management process.
This should also be reflected in an updated risk register, which
clearly stipulates what are the risk thresholds that have been
breached so for a risk to be outside risk tolerances
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Board ARC Committee

o GrantThornton

Audit, Risk and Compliance Committee (ARC)

We have reviewed the papers, management information and
minutes of the ARC for the period between May 2023 and
November 2023

The agendas we have seen are broadly in line with what we would
expect to be covered in ARC given its remit. We note that they
appear quite full and cover a wide range of issues important to the
business areas and it is unclear to us whether risk matters receive
sufficient airtime and debate outside the formal reporting

In line with our commentary above regarding Board papers, we are
of the view that the ARC papers could be significantly improved.
Whilst reports cover largely the right content and appropriate level
of detail, papers are currently relatively lengthy, contain mainly
narrative text and are supported by little Management Information

We recommend that papers are significantly overhauled in terms
of format and presentation so to ensure that the information is
shared with the committee in @ much more digestible and practical
fashion. For example, we would expect that all committee reports
follow a very clear structure, that is the same for all papers to the
extent possible, and they make use of a more concise format that
is easy to understand. Additionally, we would expect that much
more data-driven management information, such as key
performance indicators and metrics, is included as part of the main
body of the report, to support the narrative and provide a more
comprehensive view of the risks and controls. Visual aids such as
graphs, charts, and diagrams are usually used to provide a clear
and concise overview of the risks and controls. This will help the
committee to quickly understand the key points and focus on the
most important areas. In practice, this may be best achieved in
PowerPoint format report as opposed to a traditional word format
report
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Based on our documentation review, minutes appear to capture
the key points raised in the meetings, reflecting the discussion as
occurring and there is clear attribution of comments. Actions and
owners are also recorded

We haven’t been able to observe an ARC meeting; however,

from what we can see in the minutes there appears to be a good
level of discussion with the Chair ably facilitating the debate.

We noticed that both the Chair and one of the NEDs, Elliot Jacobs,
appear to be providing a significant amount of challenge and ask
pertinent questions

Action - ARC

* Papers into ARC need to be significantly overhauled in terms of
format and presentation so to ensure that the information is
shared with the committee in much more digestible and
practical fashion
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Board ARC and Risk and Compliance Committee

We noticed that there is a relatively high number of regular
attendees of the meetings. We acknowledge that this may be the
result of the wide remit of this committee and therefore key
executives across all these areas should be present. When we
raised this matter with key stakeholders, we did not get the
impression that this is in any way obstructing the meeting, albeit
some comments about occasional distraction of the conversation
were made. Nevertheless, we are of the view that as and when
more fundamentals changes are introduced to the ARC, the list
of regular attendees should also be re-considered

However, we were told in interviews that executives will benefit
from more technical risk questions and input from the non-
executives, As we have not observed an ARC meeting, it is unclear
to us whether this is because there is not sufficient time for
discussion that executives may need, with regards to risk issues,
or this is reflective of the capability and skillset of the committee
at present

We have raised the matter of potentially splitting the Audit,

Risk and Compliance committee with Directors and other key
stakeholders so to free time for more focused discussions covering
either audit or risk. Our understanding Is that currently non-
executive directors are relatively stretched so to be able to
populate one more Board committee will be difficult. Based on
our experience, the industry has largely moved away from joint
Audit and Risk committees and the current trend is for those to be
run separately. Whilst this may not be the most pressing matter
for POL at present, we consider that this should be addressed as
part of a next wave of governance changes, and as the make-up
of the Board is further reviewed

@) Grant Thornton

Actions - ARC

* POL should give a due consideration to splitting the ARC and
look to appoint new non-executive directors with specific risk
skills and experience. Whilst some of the current Board
Directors come with a strong operational risk profile, we
consider that further risk expertise will significantly benefit the

Board and respective committees. Separating the Audit and
Risk Committee will also allow for more focused discussion and
should lead to a deeper understanding of the risks and controls
within areas

Furthermore, each committee can be held accountable for its
specific area of responsibility so that there is greater
transparency and better decision-making

Risk and Compliance Committee (RCC)

We have seen a sample of minutes of the RCC that were shared
with the ARC, but we have not had sight of the packs for these
meetings. Our understanding is that the papers for the RCC
broadly duplicate those of the ARC, with the exception of cases
when the RCC has decided that certain papers are to be re-worked
before they get submitted to the ARC, or when ARC has requested
a special report

From a good governance perspective, we would typically expect
that the papers for ARC are appropriately tailored and while we
would usually see a lot of granular Ml and risk reporting in the
RCC, this information should be elevated for the needs of the ARC.
We acknowledge that papers take significant executive time and
therefore producing regularly two sets of those requires a high
effort, but it is important that the data as a minimum is bespoke
to each committee. This would normally also drive a different type
of conversation

Based on the minutes, we can see that, in line with our
expectations, the conversation is focused on risks at operational
level although we were not able to establish whether a more
detailed debated around specific KRIs, related root causes and risk
appetite occurs at this meeting

Similar to our observations on the ARC, there appear to be a high
number of members and attendees at the RCC, approximately 15,
with additional attendees invite for certain items. In our experience,
this large number of attendees does not necessarily facilitate a
focused conversation and efficient decision-making process

Action - RCC
* We would expect that the Head of Risk / CRO and Head of

Compliance co- chair the committee given these functions are
at the heart of managing risks and carry the responsibility for
risk management
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Risk Culture
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f

Everyone we spoke to shares a view that more needs to be done

in POL with regards to risk culture. This tallies with the results from
the survey, where the firm has scored lower than the industry
benchmark on matters related to risk

Both survey responses and interviews crystallised two main issues
with risk culture - on one hand the organisation is very risk-averse,
which is seen across all layers of risk governance, and on the other
hand, the level of importance attributed to risk management is
insufficient, which also appears to be common for all grades,
including the top executive layer

This is also reflected in the relatively conservative risk appetite

and tolerances that have been set up for all risks; this ultimately
has resulted in risks being reported outside of appetite on a
continuous basis. A lot of those risks have also remained as
reported “red” due to the lack of funding to address the underlying
issues, resulting in an unsatisfactory overall risk reporting picture
and raising concerns about the effectiveness of POL'’s risk
management practices

In our view, all of the evidence we have seen is a strong indicator
of an immature risk culture. Positively, the firm recognises that,
and key stakeholders have expressed a willingness to work on that,

part of which should be addressed by the wider culture programme

under “Project Ethos”

POL00448771

POL00448771

Commercial in Confidence

Actions — Risk Culture

Undertake substantial risk management training across all
levels of the organisation; most importantly, GE should set
the tone from the top and give much more prominence to

risk management while executing their daily responsibilities.
We understand that they all receive individual risk reporting
concerning their areas and this should be used as a key driver
for decision-making

The role of the central Risk Function should be elevated to
gage much more prominence across the business, and this
move should be led by the CEQ to highlight the importance
of risk when making improved strategic decisions as well as
in identifying and seizing opportunities and optimising the
use of capital

More fundamentally, we would expect that once POL’s overall
strategy is agreed, as per our observations earlier in this
report, the risk strategy should also be aligned and reflected in
more appropriate risk appetite statements and risk tolerances
in line with strategic objectives. More holistic risk assessment
should also be undertaken to ensure that all risks pertinent to
POL are captured in the risk universe. The risk strategy should
also play a central role in performance management, the
appraisal process and outlining the required behaviours
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Internal Audit and Controls Framework

Internal Audit arrangements

* POL appears to have established an appropriate Internal Audit
framework and supporting documentation. The Internal Audit
Charter has been set out to describe the main purpose of Internal
Audit, how the function approaches its work and the rights and
arrangements in place to provide quality assurance to the Board
and the ARC

* The Charter also defines the role of the Internal Audit function,
the standards and policies that apply, reporting lines, access and
principles for setting up the Audit Plan. In accordance with good
practice, the Director of Internal Audit has a direct reporting line to
the Chair of the ARC, and we understand that they benefit from a
very good working relationship

* We understand that the Audit Plan is developed on a risk-basis in
line with a conventional industry approach. The Director of Internal
Audit and Risk submits a rolling risk-based plan for approval by the
ARC, reviews progress against the plan with the ARC quarterly and
where necessary amends the plan to reflect changing risk priorities.
We have seen evidence that this is indeed how the plan works in
practice, as several updates have been shared with the ARC in
2023, and from our conversation with stakeholders, we are aware
that the Plan for 2024 was just submitted for approval to ARC,
although we have not seen a copy of it

* We have also observed that the Interna Audit updates to the ARC
are amongst the better papers, in that they are concise, highlight
clearly the key themes and findings for each audit, and utilise
visuals and tables to show progress and illustrate other trends

o Grant Thornton

Controls Framework

*  We have seen a copy of draft Internal Controls framework that
POL has developed. As expected, the purpose of the framework is
to articulate the minimum standards and associated guidance for
POL to ensure an appropriate control environment exists and is
maintained, and covers key elements such as the control
environment, three lines of defence model and controls universe

+ The framework appears to be set at the right level, however,
without us doing a deep dive review of the specific controls in
place, it is difficult to comment on the framework’s effectiveness.
Anecdotally, we understand from interviews, that there is @
significant amount of work still to be undertaken to ensure that
all activities have the right controls in place. Positively, a new Head
of Assurance (Assurance Director) was recently recruited who has
been tasked with ensuring that the appropriate control
environment is embedded across all business areas. This appears
to be work in progress

* We have seen evidence that the ARC receives a regular update by
the Assurance Director on reviews undertaken on historical matters
and other reviews

* Given that the Board is responsible for ensuring that an effective
system of internal control is maintained across the organisation,
we suggest that the ARC should satisfy itself that the Internal
Controls framework that is in place is effective, and it is adhered to
in practice. Based on our documentation review, the conclusions of
the assurance reviews demonstrate that the practical adherence to
otherwise well-designed documentation is an area of concern, and
the ARC appears to be aware of that
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Action — Internal Audit and Controls

* ARC to take more pro-active steps, at an accelerated pace,
to better embed the framework, including relevant training
so that they can attest positively to the effectiveness of the
internal controls, particularly in light of the new corporate
governance code coming in force in 2025
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Subsidiaries
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We have seen little evidence, based on the documentation we
have seen, of alignment between POL and its subsidiaries and
Postmasters, as far as risk and internal audit arrangements
are concerned

In our understanding, risk is managed separately at a franchise
level, but we consider that some appropriate aggregate reporting
should be brought to the attention of RCC and ARC, as required.
We can see that there is some reporting from the subsidiaries into
the RCC

We are also unsure as to how the subsidiaries and Postmasters
are captured by the Internal Audit plan, although we understand
that the Group Internal Audit arrangements apply to all fully
owned subsidiaries
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Actions - Subsidiaries

A more formal approach to aligning the risk and controls
environment and internal audit to be considered across the
subsidiaries and Postmasters to ensure that risk is managed
consistently and effectively across the organisation

This might involve the establishment of a formal governance
structure that oversees risk management and internal audit
arrangements across all subsidiaries and Postmasters, in the
cases these are currently lacking, with clear reporting lines
and escalation procedures to the RCC and ARC

Invest time in training and development programs to ensure
that all employees in the subsidiaries and Postmasters are
aware of the policies and procedures related to risk
management and internal audit, and are equipped with the
necessary skills and knowledge to manage risks effectively
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09 Remuneration

Remuneration

The Remuneration Committee (Rem Co)
needs to resolve the most urgent issues
around the historic reward schemes and
gain clarity on ways of working to reduce
the noise. It also needs to create capacity
(and in that regard a structured rolling 12
month agenda) to focus on the effective
and timely agreement and communication
of future reward schemes and address
wider aspects of its ToR.

In this section we explore the findings and
make recommendations on governance
aspects related to:

Clarity of roles and responsibilities

Shareholder relationship and incentive
approach

Creating capacity at Committee and in
the People function

Remuneration governance and strategy
Remuneration Committee dynamics

For further points of evidence,
refer to Appendix 5.

=
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The below is a summary of observations and recommendations taken from our

draft Remuneration Report dated 1 December 2023.

Key observations

Roles and responsibilities between Rem Co stakeholders require clarification

The overall remuneration philosophy needs to be simplified and agreed with
the Shareholder

Capacity needs to be created to enable more forward -looking discussion
and deliver of the wider ToR remit

Governance (specifically accountability) around reward design and
decision making between enterprise and Rem Co and Rem Co and
Shareholder needs clarification

Rem Co meeting dynamics need attention

Rem Co to continue to work through the Simmons & Simmons
recommendations (the Review Report)

Clarity of roles and responsibilities

Historically, the UKGI NED has played a significant role at Rem Coin
shaping and influencing the design of the reward schemes. Whilst
historically this has been done in the spirit of bolstering capability at POL it
has in fact increased the complexity of the scheme, blurred the lines of
accountability and increased the level of noise at and around Rem Co, [t
has also created uncertainty around Rem Co’s overall role and
accountability in terms of what it is there to proactively shape and
recommend and where Shareholder guidance is required

It is envisaged in the Articles and Shareholder Agreement the structure of
the incentive schemes should initially be the preserve of Rem Co ahead of
taking to Board for approval then onto the Shareholder

From the description in the Shareholder Agreement, we are not convinced
that the Shareholder NED role is clear. The Shareholder Agreement outlines
the role of the Shareholder NED, but this description is drafted from the
viewpoint of UKGI's ‘representative director’ whose role ‘supports and
supplements’ the role of UKGI. There is minimal acknowledgement
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the role is covered by the same legal fiduciary responsibilities as
any other NEDs, and therefore is expected to promote the success
of the company first and foremost. We have not seen the
Shareholder NED appointment letter, which may provide more
clarity over what seems to have the potential for conflicts of
interest

Action - clarity of roles and responsibilities

* There have been various changes over the past three years, i.e. the

Shareholder Agreement references POL’s funding arrangements,
previously described under a separate Funding Agreement, which
are no longer applicable. Refer to comments in Section 4 which
notes these documents should be updated as soon as practical to
provide clarity to stakeholders

As part of any reset with the Shareholder, reflect and debate the
Code provision which notes all members should be independent at
Rem Co [Provision 32, P]. Whilst there may be limited ability to
change the current composition construct consideration should be
given to the optics and ways of working with mitigating actions
captured to address potential independence challenge from a wider
stakeholder lens - consider the conflicts of interest policy alongside
the agenda and/or gaining clarity around the accountability for
design and decision between the business, Rem Co/Board and
Shareholder (and its UKGI representative)

In line with the above Rem Co needs to establish what matters it is
seeking to shape and propose to the Board and where it intends to
seek guidance from the Shareholder

A governance charter/library specific to Rem Co which captures in
one place the foundational governance documents and maintains
an audit trail around any future changes to key documents (and
rationale of any change) should be developed. Completeness and
accuracy of this library should be reviewed as part of the annual
Committee effectiveness review
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Remuneration (continued)

o GrantThornton

Remuneration governance and strategy

Rem Co’s duties are set out in the ToR. The ToR requires Rem Co to
undertake an annual review of its performance and the associated
terms included within the ToR. The outcome of these reviews are to
be recommended to the Board for approval.

We have reviewed the ToR against the documents Code, and the
Government Code, as well as those of other major corporations
and consider it to be in accordance with these and with general
good practice in all material respects.

The POL remuneration strategy is based on the following:

- attracting, motivating and retaining the right talent within an
agreed policy to lead and deliver the strategic plan

— using incentives appropriately to reward the achievement of
strategic business goals and promote the long-term viability of
the organisation

- reinforcing a culture of sustainable performance, partnership
and mutual ways of working

— providing a transparent approach to the disclosure of pay.

We consider these objectives largely align with the Principles and
Provisions of the Code around remuneration.

Accordingly, the principal area which needs attention is the
practical execution. We would note that a review of minutes
indicates historically the focus has been on the debate and
agreement of historical rewards schemes with limited ability for
Rem Co to consider the wider aspects of its ToR

Actions - governance

+ On conclusion of the latest review of the ToR, a RACI matrix
should be prepared (guided by the agenda/ToR) to clarify roles
and responsibilities for each area
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Consideration to be given to either embedding the relevant
Code provisions in the Committee’s ToR (Principal P Provision
40) ; clarity, simplicity, risk predictability, proportionality,
alignment to culture, and/or within the annual effectiveness
check/internal audit review to ensure principles are
appropriately considered on a comply or explain basis for
internal purposes. Equally, in the presentation of any scheme
to Rem Co management should demonstrate how principles
have been considered/applied.

CPO to lead development and reporting of the remuneration
strategy (including incentive schemes) - as opposed to other
senior executive members to ensure accountability,
transparency, objectivity and consistency in process

Rem Co to consider the benefits of engaging with internal
audit to assure the incentive plans are not inadvertently
pushing the wrong outcomes and they are not having an
adverse effect on the culture. Equally it may be worth also
considering its views on the effectiveness of the work
associated with the Review Report recommendations. This
approach will support the expansion of corporate memory
around remuneration schemes and promote accountability.
Key questions to consider as part of this exercise:

— What results are incentive plans intended to drive and are
they properly aligned to the strategy and purpose?

— By design what do they include and exclude?
— What are the potential unintended consequences?

The current 2025 strategy does not have Group metrics
against its key pillars. Any future strategic development
should consider this as it would provide a useful guide to Rem
Co on ambition when developing and agreeing LTIPS in
particular. The appropriateness of LTIPS in the absence of this
document should be debated
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Remuneration(continued)

Scheme clarity

The historical lack of clarity and concerns around the
responsibilities and information accuracy has raised the cost of
decision making at Rem Co. It has also diminished genuine
accountability and effectiveness within the Committee and the
governance hierarchy between the workforce, Rem Co and the
Shareholder. This is further affected by the public profile of POL
both within Government and the wider public context which
continues to negatively impact trust and transparency within the
culture.

In response POL is taking steps to remedy how the governance
environment contributes, first to rebuilding trust among its
stakeholders through addressing governance policy and
procedures and second through improving consistency of insights
and ways of working

Action - scheme clarity

Establish the set of principles by which schemes are designed,
taking account of latest best practice, the Ministers annual letter
and appropriate ambition. Agree whether LTIPS remain an
appropriate measure in the absence of a metric-defined group
strategic ambition.

Engage with the Shareholder to establish the overall
remuneration philosophy - the position and guiding principles of
total remuneration relative to the requirements of the
shareholder, the operations and stakeholders, good governance
guidance and the marketplace - wider key aspects which will
deliver future value such as leadership capacity and culture
should be considered as part of this exercise.

o GrantThornton
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* Agree clear timelines for the delivery of schemes prior to the — an internal repositioning and role definition within the team

BRI s — Clearly defined roles and individual accountabilities to be

* Stress test new schemes and consider involvement of internal embedded within role descriptions and performance
audit to review process management
+ WTW to provide information on historic schemes. — Consequence management to be clear and applied

consistent!
+ Possible need to interrogate ex staff members further where Y

possible and practicable.

Creating capacity at Committee and in the People
function

.

Given the historic issues with reporting and MI, the people function,
in terms of capability and capacity, needs review in the context of
the governance design and strategic priorities to ensure envisaged
changes can be delivered in a timely and sustainable manner

There needs to emerge a clear understanding of individual roles in
the achievement of strategy and accountability in that regard
across the organisation and this needs to be supported by reward

Rem Co need to have a thorough understanding of POL and the
forces that shape directors’ remuneration and need to reflect on
this through learning and development plans

Action - People function team

* Undertake a skills audit / baselining exercise to establish the
levels of, capability, capacity, historic knowledge and talent
within the People function. Under the guide of stop/start/keep
doing, develop a future talent strategy orientated around the
change programme and strategic priorities
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Remuneration (continued)

Remuneration Committee dynamics

We attended the Remuneration Committee meeting held on 28
November 2023. Key points of note:

+ The agenda felt relatively packed with a number of items to be
approved and discussed. A couple of items were postponed for a
following meeting due to time constraints.

+ Overall, the discussion was dominated by a debate on the
objectives for the CEO and the incentive plans.

+ We observed a very robust debate in relation to the objectives of
the CEO, with the Chair of the Board and the shareholder
representative expressing some very strong views.

« Similarly, the LTIPs and STIPs, and future plans in relation to their
use, were subject to a comprehensive discussion,

+ We could see that the new Chair of the Remuneration Committee is
keen to implement more longer-term approach when it comes to
the incentive plans. We consider this positive.

° GrantThornton

Actions — Rem Co dynamics

*  Whilst we acknowledge the importance of the topics that were
discussed at the meeting we observed, the Committee should
also look to introduce some business-as-usual regular agenda
items, such as regular updates on people matters, culture,
talent management, diversity and inclusion, recruitment and
retention, etc.

*  We would also encourage the Chair of the Committee to be
more assertive in shaping the diversity of the discussion; at

times it felt that certain individuals are dominating the debate.

* Consider extending the duration of the meeting so that
sufficient time is dedicated to each agenda item.

Grant Thornton  © 2024

67



POL00448771
POL00448771

10 Appendices

@ Grant Thornton



POL00448771
POL00448771

Appendix 1
BoardClic Board and Leadership
Surveys — actionable insights

@ GrantThornton



POL00448771
POL00448771

Commercial in Confidence

Appendix 1 - Board and Leadership Surveys actionable insights

Board survey

Key areas for attention

The following table highlights those areas which receive either low scoring and/or alignment (as marked against each score at the bottom left). It provides in red the overall POL score against the
benchmark of 150+ other Boards.

Talent and Culture

The company’s leadership and talent management evaluation and planning are in good order.

50 74 I== 1

(& LOW SCORE

Talent and Culture

We have a satisfactory succession plan for key roles in the management team,

9 64 ]

(T; LOW SCORE

Information, Reporting and Risk Management
Investments are given appropriate and robust review.

56 79 I S

(&) LOW ALIGNMENT

Purpose and Strategy

The board is quick to respond to changing business conditions.

58 82 | ]

L) LOW ALIGNMENT

Scale shows % of respondents in each grouping on a scale of 1 = strongly disagree to 7= strongly agree

o GrantThornton

Talent and Culture

The board has specific framework or approach in place to monitor culture in the organisation.

39 66 v [

(&: LOW SCORE

Purpose and Strategy

The company is well prepared for business or technology disruptions.

w1 73 - JHIEE 1

(I; LOW SCORE

Information, Reporting and Risk Management

The board periodically reviews and challenges mission-critical dependencies.

L LOW ALIGNMENT
66 78 2%

BETWEEN ROLES
i@ HIGH UNCERTAINTY

Lo |

Talent and Culture

The board’s contribution to matters concerning management appointments and development

of a diverse pipeline has led to the desired outcomes.
T} LOW ALIGNMENT I II
) 27%
&) HIGH UNCERTAINTY 47 73 m
Don’t know 1 2 3 L 5 6 7
N
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Leadership survey

Key areas for attention
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The following table highlights those areas which receive either low scoring and/or alignment (as marked against each score atthe bottom left). It provides in red the overall POL score against the

benchmark of 50+ other Management teams across the UK

Trust and Transparency

The members of the Group Executive trust each other.

41 81 Kl N

() LOW SCORE

Trust and Transparency

| consider communications from the Group Executive to be transparent.

(&) LOW ALIGNMENT

Decision-making and Working Processes

Group Executive members generally appear to find it easy to make decisions.

6 50  CCINECEN

%) LOW SCORE

Decision-making and Working Processes

Diversity within the Group Executive positively affects our decision-making process.

50 81 HER O

Results show POL score for each aspect (Red) against benchmark score (grey).

(1) LOW ALIGNMENT

Scale shows % of respondents in each grouping on a scale of 1= strongly disagree to 7= strongly agree

o GrantThornton

52 78 || s 1% |

Performance Competencies — Navigating through Business Landscape

The Group Executive is strong at developing strategies to address future business scenarios
and work to implement those.

57 80 1] | 1% |

Decision-making and Working Processes

&) LOW ALIGNMENT

The CEO holds people accountable for agreed upon results.

60 81 w | [ 22% ||

Decision-making and Working Processes

'\@ LOW ALIGNMENT

| believe that the Group Executive takes appropriate business risks.

54 79 I3 [ 0% |

Strategy Implementation

5) LOW ALIGNMENT

| believe we are sufficiently focused on meeting the challenges of the rapid digital transformation

of business and society.
W 76 N I

Don’t know 1 2 3 b B 6 7
o ——

) LOW ALIGNMENT
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Appendix 2 - Board and Leadership Surveys

Leadership and purpose - strategy

Board survey

The below comments have been paraphrased from comments provided byBoard, GE and some SLG members via the BoardClic platform. For full details refer to the BoardClic survey.

Summary of survey comments

As a relatively new Board, some members are still
getting acquainted with how the Post Office
functions, however despite being capable,
experienced, and skilled, the Board lacks clear
direction from the government regarding their
vision for the Post Office

There is a growing perception that the board is
not sufficiently independent from is government
Shareholder and this is being used as a shield

Majority are of the view that the conflict between
running a profitable post office and providing
service to the communities has resulted in a
muddled strategy. The management team is not
addressing the core problem due to a perceived
lack of government support

This is exacerbated by uncertainties around

the upcoming general election, and the
impending renewal of the Shareholder Framework
Agreement, which is affecting activities across
the business

The Board has a consensus on which stakeholder
groups are the most critical to the company’s
long-term success

Vital topics such as ESG are not properly
discussed or prioritised

On strategy no KPlIs at top level therefore this
creates strategic gaps with the Board

° GrantThornton

Summary of survey comments (continued)

Need to divorce the inquiry from the day to day it still

does overshadow

There are conflicts between achieving a social purpose and
a commercial purpose. The Shareholder policy framework
drives certain decisions which may not be sustainable

1 step forwards 3 steps back

Not sure that the public v commercial focus issue can be
resolved. If the focus is commercial then you cannot have

11,500 branches

Key priorities to focus on:

Building consensus among all stakeholders on POL's medium
to long term strategy and developing a roadmap for execution
which covers funding and clearly balances the social and

commercial purpose of POL

Ensuring that the annual strategy day is focused, robust and
feeds into the key areas of the business in the coming year

Building greater alignment and dialogue between the Post
office, DBT, UKGI and other stakeholders to gain a better

understanding of relevant priorities

Focusing on relevant areas within POL by appointing board
champions for specific areas such as diversity and inclusion.

Deploying more automation and digitalisation which will

lead to greater efficiency and cost -savings

Prioritise purpose and strategy more in structuring
conversations at committees
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ible within (he pelicy lram

a right strategy to fulfil its purpo;

The board is not afraid to serutnise what is making the company meney and

address issues a5 nesded.

The company is well prepared for business or Lechnglogy disruplions,

Tha board has a consansus on which stakehalder graups are the most critical ta the

company’s long-term success.

The board is quick ta respond to changing business conditions

The board regularly assesses the strategy ‘mplementation process.

Our agreed strategy includes vtal ESG topics,

1k

65

66

&

70

58

59

47

NCHMARK

O tcutive Q516 ©

7

Highest total

The Board has a consensus on which
stakeholder groups are the most critical
to the company’s long term success

(Benchmark 83%)

70%

Lowest total

(Benchmark 73%)

"ﬂ%’

The company is well prepared for
business or technology disruptions
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Leadership and purpose — agenda and minutes

Board survey

Summary of survey comments

Respondents shared the view that
Board papers are lengthy and not
well summarised

There are mixed views on the
time-efficiency of the Board’s work

Respondents remarked on the need for
more visibility of Board members across
the work and activities of the Board
committees to facilitate transparency
and open knowledge

Board papers are considered too late
and overall lacking in quality. They are
voluminous. It gives the impression

of laziness although some are good
such as Retail

Mixed views on the Chair. Some felt the

commercial challenges were moving in the
right direction although slowed with having

to navigate the Shareholder dynamic.
That said it seemed discussions never
seemed to culminate in a clear vote

Information get togethers have fallen
away and are vital for cohesion at Board

o GrantThornton

Key priorities to focus on:

+ Shorter more focused board papers with a
one-page summary of key data

+ Identify and synthesise what matters from the
data to provide more valuable insights

» Cross-reference information and reporting with
risk reporting in order to better inform and
shape decision-making

* Reduce duplication of papers and across
decision-making forums

* Ensure that when actions are assigned from the

GE/SEG/LT, those who the actions are assigned to are

informed of this as scon as possible after
being assigned

+ Simplify, centralise and streamline papers, reporting

and dashboards and key metrics - ‘less is more’

POL00448771
POL00448771

Commercial in Confidence

We give priority to the most important strategic topics during our board meetings.

The board has a well-thought-out annual plan which covers relevant topics.

wa sufficiently explore all given opinions and suggestions prior to making

The board materials are of high-quality and conveniently summarised

3.6

2.7

2.7

22

64

63

67

57

Highest total

We sufficiently explore all given opinions
and suggestions prior to making a decision

(Benchmark -83%)

‘67%’

Lowest total

Board materials are of high quality
and conveniently summarised

(Benchmark -78%)

‘57%’
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Appendix 2 — Board and Leadership Surveys

Leadership and purpose

Selected LT feedback

Survey chapters: Business Purpose and Organisational Vision, Strategy Implementation, Performance Competencies- Executing for Results,

and Information, Reporting and Risk Management

Survey comments

. Most respondents are agreed that business purpose,
organisational vision strategy and strategy implementation
require work and focus:

- A general sense that there is a lack of clarity on strategic
direction and that individuals across the organisation all
‘pull in different directions’ around strategy and vision
which impedes a mutual view and delivery - “we often
flag we want to do something as a priority and then a
new priority comes up the following week”

- Creating and agreeing a coherent strategy and
objectives with the LT, GE, the Board and the Shareholder
all aligned in the short, mid and long-term vision and
objectives

- There are conflicting priorities not directly related to the
strategy which are all perceived as high priority at the
same time, and therefore drawing focus away from the
organisation’s strategy, purpose and vision delivery

- Strategic objectives and their delivery could be measured
more effectively and In a structured manner from the start
of the FY by establishing clear Key Performance Indicators
(KPIs) which coalesce around the agreed strategy,
are filtered throughout the business and which are
referred to periodically

o GrantThornton

- Articulating a clear operational plan for how strategy will be
implemented and providing the right information consistently
to measure and check delivery

— POL needs to be clear on its strategy as a franchisee including
leaner central operations but don’t have permission or funding
to move this forward meaningfully

Internally, the main perceived barriers to moving forward in this
area are largely focused on three areas: the first being funding,

it is viewed as a constant challenge that continues to limited and
hold back the innovation POL need to continue to evolve and stay
relevant to customers, the second being the lack of accountability
and ability to hold individuals to account when it comes to
agreeing and implementing strategy with ‘tone from the top’
noted, as well as internal processes, ie taking issues unnecessarily
to GE/Committees, which stem the flow of work, accountabilities
and execution. The third area is the continuing practice of
individuals and teams working in silos including the GE,

failing to communicate openly, and pushing their own agendas

Externally, the strategy is seen as being intrinsically tied to and
restrained by the Shareholder’s view of the organisation now and
in the future - “Shareholder support and clarity of what they would
like the Post Office to look and feel like in the short and long term
and how to fund it”....."force the Shareholder to be clear on what it
wants, and navigate us to a place whereby we have funding to
achieve that objective/have a strategy to deliver it”

Collaboration and mutual alignment between the Board, GE and
the Shareholders to this following the Inquiry, will be needed to
move forward. Stemming from this is the funding provided based
on this, which also results in delivery difficulties due to tension,

ie reduce cost base vs implement new technology

Several views expressed that a review and fresh view by the
Shareholder of what it really wants the organisation to be and
deliver in the current and future landscapes would help. As would
the organisation being clear about what is achievable to the
Shareholder and the impact of financing constraints
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Leadership and purpose
Selected LT feedback

Respondents identified, in their view, the single biggest challenge the
organisation will face in the next two years in implementing strategy:

Funding in relation to, delivering transformation and investment,
reducing costs, maintaining the current business model at its
current scale, executing efficiently, recruiting talent to increase
capacity. This is caveated with the recognition that where
funding is given, the organisation needs to improve where it
focuses this funding to be impactful

Pace of execution, agenda, culture and accountability

with a focus on the current agenda being so packed and
accountabilities not always operating effectively, that
attention is drawn away from executing on strategy at pace

Policy direction and Shareholder clarity and organisational
alignment as to what they would like the organisation to look
and feel like in the short, medium and long-term, especially
with high levels of uncertainty, changing customer needs
and a lack of target operating model currently

Historical issues such as the Inquiry and Horizon, detracting
resource, capacity and focus from formulating, agreeing and
coalescing around strategy and strategic execution

* Individuals have raised a variety of views as to how they can
improve the GE’s work with leadership, strategy implementation
and realisation:

Improving DoA where they do not exist and utilising those
that do exist more effectively to ensure the GE has capacity
to focus on crucial areas

o GrantThornton

Ensure that decision-making and communication occurs
transparently and through cross-functional groups rather than
in silos, and which also have DoAs that empower them to make
decisions. This is with the recognition that due process around
documenting these decisions for the GE and Board would need
to be in place

There is a need for a clarification of accountabilities and holding
individuals to account where they are meant to execute and
deliver, and especially when they do not deliver as expected,
including a stronger performance management approach

Collating the right information when monitoring progress
towards delivery of the strategic objectives to support the
GE in assessing how well the organisation is performing
against the strategy

Separating the business-as-usual activities from the challenges
of the Inquiry, and within this creating capacity and alleviating
pressure on individuals in the team to deliver their roles

To continue to push for clarity on strategy,

clear implementation and monitoring plans, in order to
align funding and objectives with this and agree a plan
of deliverables/activities that flow from this and can be
followed through with individual accountability

Narrowing focus and related investment to realistic,
achievable outcomes - balancing quality and cost delivery

Supporting the GE in developing medium and long-term
strategy, and in aligning this into a more manageable
programme built around the organisation’s key outcomes and
priorities and that can flow down through the operational teams
effectively too. In this case, the SEG could involve the LT more

— Creating a proactive culture within the organisation to drive
progress and support continued execution despite challenges
such as disruption by the Shareholder, lack of capacity,
accountability and funding

— Communicate better and more transparently including actively
highlighting risks which may materialize and impede the GE
from delivering strategic objectives, and where prioritisation
could be improved

— Reducing the complexity of the decision-making infrastructure,
i.e. less Steering Committees and informal Forums, which slow
down decision-making while ensuring transparency and cross-
organisation communication

— Addressing both the capability and cultural behaviours of the
leadership team to rebuild trust, accountability, focus,
collaboration as a group and drive, to deliver results

MI does not include a single agreed set of metrics/KPls and
accessible at a central level, linked to strategy by which all papers,
options and risks should be assessed by and which acts as a
central source of data for GE/LT

Papers are seen as inconsistent and although sometimes good,
respondents would like meeting papers which are more concise
and focused, with data well synthesised and relevant (by reference
to the above/strategy/risks) and which provide the bigger picture
alongside some (but less than current) detail
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Division of responsibilities

Board survey

The below comments have been paraphrased from comments provided by Board, GE and some SLG members via the BoardClic platformFor full details refer to the BoardClic survey.

[+] o
Summary of survey comments Key priorities to focus on: e s s . 5 (@ ;
« Low delegated authorities and spend * Review the delegated authorities and spend . PP
approvals mean that too many issues come approvals to streamline the matters coming up 1 se

up to board for decisions, thereby causing

delays and a bureaucratic environment

to the Board for decisions and create space for e i )
more strategic discussions - i L

+ Respondents remarked on the need for * Focusing on relevant areas within POL by

more visibility of Board members across appointing board champions for specific areas - B

o ork drdlaetitics ot e Board such as whistle blowing, and diversity and inclusion . i

committees to facilitate transparency + Provide access to all Board members of Board thoraka o {

and open knowledge committee papers to create improved synergy, - . 1
os ol

collaboration and alignment across key

* Some respondents acknowledged that . ;i 7o
decision-making priorities

the Board has positively evolved from
being more executive in nature historically
to a much more oversight focused mode

S Highest total Lowest total
of functioning
There are clear escalation and reporting Feedback loops between the board
lines between the board, board committees and organisation are effective
and senior management
(Benchmark -%) (Benchmark -%)

il

Kl

68% 56%

il

E=EE
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Appendix 2 - Board and Leadership Surveys

Division of responsibilities
Selected LT feedback

Survey chapters: Decision-making and Working Processes, Roles and Responsibilities, Trust and Transparency, Information,
Reporting and Risk Management and Subcommittees

Survey comments

In terms of division of responsibilities regarding decision -making
and effective working processes, key themes emerge around the
delegation of authorities and thresholds, amount and quality of
papers and dynamics/discussion at meetings, accountabilities
as well as pre and during meeting culture, specifically:

- Delegation of authorities thresholds up to the SEG/GE
need to be increased to enable more decision making at
GE-1and GE-2 to and for the SEG/GE to focus on
critical and strategic matters

- Build, reinforce and normalise a culture of devolved
authority and trust in skilled senior professionals
amongst the SEG/GE, the Board and the Shareholder

- At the same time, ensuring accountabilities are clear,
widely understood and able to be brought to bear when
necessary for delivery and execution, while recognizing
and acknowledging that the SEG/GE are also accountable
for their SME’s decision-making at GE-1 and GE-2.
Additionally, this outcome should be respected irrespective

- Where decision-making accountability and the
responsibility does sit with the SEG/GE, ensure that there
is clarity as to who owns the decision-making despite the
collective challenge, discussion, alignment/lack thereof
and support which may shape the decision and outcome

o GrantThornton

At a GE level, there is perceived room for slimming down the
agenda, the amount of decisions they need to make and
therefore the DoA as well, to reduce what needs to go to the
GE and Board for approval

Papers, Information and data and improvements across all three
to be clearer, more strategically aligned and focused in their
‘ask’ and expected input/decision-making outcome, is seen as
crucial to improving both meeting discussions and driving
outcomes, including ensuring that a decision is made before
everyone leaves the room

A lack of trust and collaboration across the business
day-to-day, and when putting papers with risks, options,
benefits together along with this carried through into meetings
at the GE, was noted, with no one speaking up or supporting
each other, and acting in silos, e not reaching out to HR, LCG,
Finance, Risk slowing down decisions

Other good practices that respondents consider would support
and drive better meeting dynamics, decision-making and
discussions range from more pre-engagements with
stakeholders to aid understanding, closing out decision-making
loops/discussions clearly, bringing the right data to the table,
to challenging and questioning each other and presenters/SME
more in meetings and where necessary, bringing the meeting
back to the topic at hand (either by the presenter or the Chair)

For some, the low risk appetite of both the Board and the GE/SEG,
the issues around funding from the Shareholder and the historical
issues (Horizon, the Inquiry), all underly the current DoA and
division of responsibilities and the lack of trust to devolve decision-
making

Comments around roles and responsibilities circles back to

two key core areas: accountabilities/ownership and cultural
ways of working:

— Particularly in terms of ensuring clear delegated authority and

ownership, and balancing between skills and expertise to enable
‘collective capability’ combined with an organisation-wide
education piece about this once clarified. This also includes
ensuring that the right matters are going to GE and everything
else is delegated

— Regarding cultural ways of working: removing silos, building

trust, proactively collaborating and opening two-way
communication lines between GE and below. Focusing on
adaptability and executing at pace also considered key, but
comments reflect that individuals below GE are keen to engage
the GE, share knowledge, insight and generally engage more
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Division of responsibilities
Selected LT feedback

Trust, transparency and governance that supports this, are widely
regarded as low and impacting decision-making, perceived as
arising from:

— The overall approach to communication internally and
externally, such as where decisions are made, failing to
communicate and cascade these down transparently and
clearly, and external communications being delivered with
sense of vagueness/evasiveness (‘politician answers’)

— SEG/GE members demonstrating behaviours which suggest
a lack of trust in each other or erode trust, ie openly criticizing
each other, not keeping confidence, not showing courage in
calling out negative behaviours, acting in isolation and
undermining each other

— A culture/approach/environment where being transparent
about mistakes, lessons learned, rationales, outcomes and
successes is not encouraged or supported.

— “POL is generally poor at making decisions. It is currently the
worst it has been in the time that I've been here. There is lots of
duplication with papers and across decision making groups who
take decisions on the same matters causing an eternal loop of
decision making which means that no decisions are taken...”

— Compounding this is a lack of consistency as well across the
GE and their reporting lines

— Means of communication including that decisions of the GE
are not often recorded formally and shared widely

o GrantThornton

— A sense that decisions are driven by personal agendas in the
absence of strategy or what is occurring in government and this
not being communicated, and therefore not necessarily taken
independently and in the best interests of the organisation and
to an extent, its other stakeholders

» Commentary reflects a mixed, but largely aligned view that

the decision-making environment could be made more
optimal through:

— Improving the DoA, accountabilities and the understanding
of these so they are consistently applied; some support a
RACI combined with clear communication and
consequences/performance management

— Focusing on better prioritisation of forums, work and projects
by the SEG based on strategic importance and risk, instead of
relying on various individuals to assign importance and trying
to meet all competing demands. Therefore, the top priority
programmes are delegated up to the SEG/GE and receive
funding to be progressed, and the rest to a lesser extent —
this could reduce the stop/start/continue of less strategically
important programmes and aid execution

— Where there are decision-making groups, these should be
formalised and owned by a GE sponsor/sponsors, and
decisions arising out of these should be respected and taken
as sufficiently challenged within this forum; where there is a
lack of consensus, the GE should align amongst themselves,
underlined by recorded and transparent decision-making

- Improving agility and pace of decision-making through

higher-quality Ml: data, metrics, pre-meeting preparation and
completeness - matters should be complete when they reach
decision-making forums, supported by the right data/analytics
with all relevant papers/information put forward so decisions
can be made efficiently

While decision-making forums are being simplified (in-flight),
they still require further simplification, to improve DoAs (Incl.
Budget), speed up decision-making, reduce siloed working
and free up capability that is currently taken up by producing
multiple papers, and sometimes even duplicating these for
forums that appear to serve same/similar purposes

A more supportive, less risk-averse risk appetite and tolerance
combined with more risk ownership. The Board to consider
creating greater scope for judgement within the risk appetite
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Division of responsibilities (continued)
Selected LT feedback

* A small proportion view some GE Subcommittees as effective with consistently applied, clear, and
understood authority and appropriate DoAs. However, for most, GE Sub Co's decision-making
authorities and DoAs seen as needing improvement, clarifying/refining and extending. This would
address overlap, lack of communication/sharing, lack of consistency in operating and repeatedly
circular processes/duplication, such as:

— A matter being debated/heard twice and bouncing between GE and Sub Co’s repeatedly,
ie going. from GE Sub Co to GE first, then back to Sub Co and then referred again back to GE,
decreasing efficiency

— GE members utilising GE Sub Co's as ‘holding patterns’ for putting off decision-making

* Interms of the Board and GE's oversight of relevant operational information and matters being
appropriate, comments indicate that this is variable, as well as views varying as to the extent
these are appropriate;

— Inconsistent escalation and reporting lines and sometimes, too much when flowing up impacts
the ability to prioritise and focus on the ‘so what” by the GE and Board

— NEDs exercising detailed oversight in some areas, not enough in others with the role of the
Shareholder NED/Shareholder Representative not helping this

— GE sponsorship/attendance tends to improve this flow
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Composition, succession and eval — board composition and dynamics

Board survey

The below comments have been paraphrased from comments provided by Board, GE and some SLG members via the BoardClic platform. Forfull details refer to the BoardClic survey.

Summary of survey comments

* Concerns around the lack of proper
succession planning. Many peint to the fact
that the renewal term for the postmaster
NEDs, who are some of the longest serving
members of the Board, are up for renewal
at the same time (summer 2024) with limited
visibility expressed outside the Nom Co on
how this is formally going to be dealt with
beyond being staggered

* Most respondents do not agree that the
board regularly reviews its diversity with
regards to background, ethnicity, gender
and other minorities

* Thereis acknowledgement that the Board
is ultimately approved by the Shareholder
which influences its composition

* Respondents remarked on the Board being
largely composed of individuals from
financial services backgrounds and less
from areas of current POL market segments
such as retail. Comments on current skills
gaps include banking and digital, public
sector/Whitehall experience, managing a
government Shareholder and an individual
who has combined commercial and
government experience

o GrantThornton

Summary of survey comments (continued)

* There is also the need to balance the current
Board with a ‘younger voice’ by appointing
younger individuals as non-executive directors

* Respondents held the view that being a relatively
new Board, more emphasis should be laid on social
time spent together to build relationships

* The voice of the postmaster NEDs is valued
Key priorities to focus on:

+ Skills matrices across the entire board mapped
against the skills required for effective strategy
implementation of POL’s vison and key risks and
identify gaps and overlaps

* To review the current Board structure with a short,
medium to long term lens to determine Board
evolution in current and post-public enquiry realities

* Prioritise learning and development by developing
a robust plan that is based on skills assessment

* Focus on re-introducing Board dinners and
opportunities for social interaction to foster good
working relationships and positive board dynamics

My knowledge and experience are well utilised.

59 n 84

23 70 8s

Highest total

There is mutual trust and respect
between members of the board

(Benchmark 91%)

77%

Lowest total

My knowledge and experience
are well utilised

(Benchmark 85%)

70%
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Composition, succession and eval — talent and culture

Board survey

Summary of survey comments

* Most respondents do not agree that the
board regularly reviews its diversity with
regards to background, ethnicity, gender
and other minorities

* There is acknowledgement that the Board
is ultimately approved by the Shareholder
which influences its composition

* Respondents remarked on the Board being
largely composed of individuals from
financial services backgrounds and less
from areas of current POL market segments
such as retail. Comments on current skills
gaps include banking and digital, public
sector/Whitehall experience, managing a
government Shareholder and an individual
who has combined commercial and
government experience

» Thereis also the need to balance the
current Board with a ‘younger voice’
by appointing younger individuals as
non-executive directors

* There seems to be very little in the way
of performance management in the
business and very little done to tackle
poor performance

o GrantThornton

Summary of survey comments (continued)

* Respondents held the view that being a relatively new
Board, more emphasis should be laid on informal time
spent together to build relationships

* The input of the postmaster NEDs is valued
Key priorities to focus on:

+ Determine the main demographic groups that make up
POL’s target market and ensure Board skills support
full understanding of POL’s market and stakeholders

+ Skills matrices across the entire board mapped against
the skills required for effective strategy implementation
of POL'’s vison and identify gaps and overlaps

* To review the current Board structure with a short,
medium to long term lens to determine Board
evolution in current and post-public enquiry realities

* Prioritise learning and development by developing
a robust plan that is based on skills assessment

+ Focus on re-introducing Board dinners and
opportunities for social interaction to foster good
working relationships and positive board dynamics

ESTION

The company's leadership and talent management evaluation and planning are i

@ood order

We have a satisfactory succession plan for key roles in the management team.

The board has a specific framework or approach in place to monitor culture in
the organisation,

There is very good alignment between the board and the management team
regarding core strategic priorities.

Engagement mechanisms between staff, and between staff and the board,

are effective

The board's contribution to matters concerning management appointments and

development of a diverse pipeline has led to the desired outcomes

L 50 74

?

Highest total

We have a satisfactory succession plan
for key roles in the management team

(Benchmark 85%)

65%

Lowest total

The Board has a specific framework
or approach in place to monitor culture
in the organisation

(Benchmark 66%)

‘39%’
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Composition, succession and evaluation

Selected LT feedback

Survey chapters: Roles and Responsibilities, Value Creation, Performance Competencies— Executing for Results, Performance Competencies — Navigating through
Business Landscape and Subcommittees

Survey comments

Few respondents wholly agree, with majority either partly
agreeing or disagreeing, that the composition and accumulated
competence and experience of the GE is sufficient to master the
organisation’s current challenges and opportunities. While this is
caveated with the acknowledgement that what the organisation
is facing is unprecedented and the GE’s intentions are in the
right place, there are various reasons behind this:

- Experienced individuals who seem to struggle to operate
successfully as a collective and ‘one team’ including being
misaligned on objectives/priorities

- Substantial amount of change and less stability among
GEOleadership leading to a lack of ‘corporate memory’,

- While new additions have been additive in bringing new,
valuable experience, there has not been enough time to
re-build collective competence and ways of working as a
group and for them to be embraced by the established GE

- Lack of diversity/balanced composition incorporate
EDI/diversity targets and therefore diversity of thought

- Capability overall is lacking when it comes to breadth
and depth of it, and increased expertise and experience
in certain areas is needed, such as transformation
management, effective leadership. Recruitment limitations
(ie remuneration) recognised as impacting this

o GrantThornton

— “Recruitment is still not routinely conducted on an open and
transparent basis....There is no structure approach to internal
promotions, no framework as to skills, competencies etc for
each level, no set requirement for the composition of interview
panels, no requirement for EDI training etc”

— Capacity is a perceived issue and therefore work on
incorporating GE-1and SME’s more to become an effective
functioning team and engaging their opinions/expertise
where necessary

— There is room for slimming down the size of the GE (in-flight)
to a few core roles to support effective collective working
and solidify collective capability and competence

— The uncertainty generated by leadership changes, several
temporary roles and the ongoing absence of the CFO

- Minimal accountability and ownership, combined with poor
management of consequences/outcomes and performance
management approach

It is evident from comments that there is intention, drive and

a desire to move the organisation forward, align business

unit goals with strategy (once defined) and generate value

In terms of driving value creation with the current GE,

LT/GE-1 composition:

— Work as ‘one’ collegiate team within the GE and beyond pulling
in the same direction towards common aims. These common

aims should be strategically aligned and prioritised on this basis

GE conversations to turn to value creation (as opposed to value
for money) as a priority with a wider stakeholder, (ie customer-
centric, postmasters), innovative mindset and approach

In terms of behaviours, becoming curious and relying on data
and SMEs to help inform decision-making rather than just
relying on own knowledge and assumptions of

Culturally, trusting generally and trusting SMEs including
placing them on decision-making forums (where necessary)
and considering their ideas, to reduce silos, create cross-
organisation working and build confidence in teams and their
ability to deliver

Continue opening up communication lines, increasing visibility
of the whole GE and evolving to collaborative ways of working
across business units. Crucial for the LT/GE-1 to utilise within
their own teams and for them to understand where they can
support and add value to the GE in terms of value creation
More regular meetings of the entire LT suggested with the
intention of aligning on strategic priorities and matters of
importance and to understand where cross-functional
support would be valued
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Composition, succession and evaluation
Selected LT feedback

* Thereis a widely held view that the GE should develop a more well-rounded stakeholder-centric
approach and skillset:
— Listening, beyond the shareholder, by engaging directly on the front-line (ie in branch etc) with
customers, post masters, and the wider market and competitors through this
— Learnings from this could be applied to strategy and where successful/unsuccessful, highlighted
as successes or lessons learned
+ Individuals have raised generally aligned views, with only minor divergences as to the membership
composition and collective competencies of the Subcommittees

* Overall, it is felt that composition of these Subcommittees is broadly on par, with a few suggestions
are to improving composition and collective competencies:

— Cross-business/function membership and occasionally less senior members of the organisation
where they can offer greater depth of insight

— Some Subcommittees, for example, Retail, may benefit from a review of members, as currently all
various GE members rather than any LCG representation and others to be reviewed/considered
for slimming down or re-instatement

— Bringing in additional SMEs where greater knowledge/understanding/insight and challenge is
needed prior to making decisions

— Ensuring all members understand the importance of good governance and the difference between
enterprise/corporate governance and operational governance and the impact of this on the Sub
Co’s operation

* All comments to some extent were comforted by the composition and competencies of the Sub Co’s
but did qualify that where the composition and competencies of these become infective is when the
governance slows down/impedes decision-making, ie ToRs requiring tightening, attendees review
and DoAs not sufficient/effective enough

W »
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Audit, risk and internal control

Board survey

The below comments have been paraphrased from comments provided by Board, GE and some SLG members via the BoardClic platform. Forfull details refer to the BoardClic survey.

Summary of survey comments

o~ [T 8

* Respondents opined that the current + On that point it is view the restrictive risk profile " I " w ™

process of top-down risk should be whilst comprehensive is a barrier to delivery —— % ba
changed to dllow individual business rather than a key management tool .

units to own their own risk and present 1 AT o : i il

hos o the Auat and iRkl Cammitan There is a lack of visibility of the Audit and Risk Committee - & T

* Concerns that POL is operating outside
of risk appetite in c.8 areas for the next
24 months which is unsustainable. There
is a question as to whether risk appetite is
not set properly or POL really are and in
that case are the Board and Executive
clear and aligned on the consequences

* Though the Audit and Risk Committee
reporting has evolved and improved
with new leadership, there is still a need
for more frequent reporting on data
and insights about branch profitability,
network sustainability, and potential risks

* Respondents highlighted that the Board
is risk averse amid the public enquiry
and lack of adequate funding to address
risks outside of appetite, resulting in the
crystallisation of certain risks and the
continued non-mitigation of others

o GrantThornton

Summary of survey comments (continued)

for Board members who do not sit on the committee.

+ There should be a mechanism for reporting/escalating
risks during gaps in Board meetings

* |s there a 1st, 2nd and 3rd line of defence - not in
the way most commercial organisations understand it

Key priorities to focus on:

+ Focused collaboration with the Shareholder
to communicate the impact of identified risks on
the business towards ensuring that funding is
channelled appropriately

+ Develop a system for risk reporting outside
of scheduled Board meetings

¢+ The employment of a Chief Risk Officer

Highest total

The board has sufficient information about
the company’s most important compliance

issues (anti-corruption, sanctions, anti-trust,

workplace and product safety, etc)

(Benchmark 83%)

78%

Lowest total

Investments are given appropriate
and robust review

(Benchmark 79%)

56%

Grant Thornton  © 2024
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Appendix 2 — Board and Leadership Surveys

Audit, risk and internal control

Selected LT feedback

o GrantThornton

Survey chapters: Information, Reporting and Risk Management and Decisionrmaking
and Working Processes

Survey comments

Respondent’s comments centre around more supportive,

less risk-averse risk appetite and tolerance combined with more

risk ownership across the business, particularly regarding:

- Uncertainty around what the risk tolerance is and what
this may mean in different situations, fe how this may be
differ in some circumstances vs others instead of applying
a blanket approach

- The Board and GE (through being delegated down to the
GE via the Board)’s risk appetite can result in the GE’s risk
adverse decision-making by deferring sensible commercial
decisions, or placing them ‘on hold’

- Greater trust from the Board and the Shareholder across
the GE/LT for taking calculated risks which may
stretch current risk appetite and tolerances but move
execution forward

- Culture and capability concerns around risk ownership,
where it is evident that business owners do not
independently take ownership of the risks despite each
individual’s remit for managing risks within their roles

- A re-education/re-set programme of risk across the
organisation (in-flight)

A restrictive risk management, appetite and tolerance which is
perceived as negatively driving, rather than informing decisions

Limited capacity of risk owners to monitor risks outside of
appetite generally, relying on the central team, and therefore
this being done infrequently (only every é months vs risk
owners viewing data live often and periodically), which leads
to decisions that are reliant on less recent, up to date data

Too much reliance by the Board and the GE on the second
and third lines of defence as despite high levels of operational
detail, neither are viewed as being close enough to the first line
with these

Risk assessment, mitigation and assurance activities, due to

a fear of being called out, are cumbersome, and often impact
speed of decision marking, execution and innovation. This is with
the recognition that this activity is crucially important, but that
an overly cautious approach can also result in inefficiencies and
ineffective governance
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Appendix 3 - Supervisory rights

Two tier illustrative structure

Main Board Supe imittee
Members 6-8 INEDs, 2 Exec and an Independent Chair Independent Chair, ¢.60% Government representation and 40% Postmaster representation
Role Largely consistent with the DoA and ToR as it is today however in summary; Act as the guardian of the Purpose, the Values and Principles and the Articles,

Framework and Funding Document;

* determining a strategy for the Group, consistent with the Purpose and
the Values and meeting the needs of its stakeholders (and shareholder); Hold the Board to account and influence strategic and operational initiatives

* motivating and retaining an Executive qualified to deliver the strategy; The consultative body and a body for making representations on behalf of the constituencies represented

A tt d by the Shareholder D ts f I by the S i Board
+ overseeing the business of the Group in accordance with the strategy; Rt S reserve B e e VS Sk
(the funding request); and
+ holding the Executive to account in the performance of its duties, Make decisions on those matters reserved to the Supervisory Board as set out in the Shareholder documents
considering the views of the Supervisory Board; and (such as strategy)

+ overseeing culture (not overt in the current ToR) and separately risk and
internal audit framework designed to provide adequate assurance as to
the capability and capacity to deliver the strategy and protect the
Group’s operating environment and reputation

DoA Largely in line with the documentation in place today, The Supervisory Board may have the ability to take on certain Shareholder authorities as set out
subject to further comments made in the report in Section 6 in the Framework document, funding agreement and Articles with a view to increasing the pace
of decision making - to be agreed

o Grant Thornton ik S8 | BB



Appendix 3 - Supervisory rights

Two tier illustrative structure
(continued)

Main Board Supervisory Committee
Responsibilities In line with current Approve the Purpose, strategy and any
documentation associated funding requirement

Deciding the agenda for each meeting

Following up with the Group Board and/or
Group Exec on any outstanding matters

Commission research on topics with the
remitOand allocated budget

Deliver an annual statement of the Steering
Committee including on the performance
of the Group Board

0 GrantThornton
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Appendix 3- Supervisory Rights

Supervisory Committee illustrative rights

The Supervisory Committee would potentially have the right to:

o GrantThornton

* require any members of the Board to attend Supervisory
Board meetings;

+ sufficient information to allow it to hold the Board and Executive
to account for the performance of the business, any reporting
including but not limited to annual and sustainability reporting
and adherence to the values and public money principles.

This would include but is not limited to information on key
strategic and operational initiatives and any critical elements
of the management of the business (subject to any legal or
regulatory requirements);

* to be consulted and influence the Board in its management
of the Group’s brand across all businesses and any strategy
and operational initiatives and any aspects of the
management business;

* require the Board to explain in the Annual Statement any
recommendations of the Supervisory Board which has not
followed and setting out the reasons for it failing to do so;

require the Board and/or Executives to attend Supervisory
meetings at agreed times/specified circumstances;

provide recommendations to the Shareholder in respect
of Director elections;

held the Board to account for the way in which the annual
level of investment is deployed;

held the Board to account for its annual planning and
performance and in relation to sufficient resources being
available for the Group;

hold the Board to account for the POLs policy framework;

hold the Board to account on Executive remuneration and
performance criteria; and

to have up to three members on the POL Nom Co providing
an opportunity to have oversight of process and agreement
with any substantive changes to the Board Composition

GrantThornton © 2024+ | Q0
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Appendix 4 - Division of responsibilities - Subsidiaries

Subsidiary — Division of responsibilities

Subsidiary Boards

POL has two subsidiaries namely Post Office Management Services trading as Post Office Insurance
(POI) and Payzone Bill Payments Limited. First Rate Exchange Services Holdings Limited (FRESH) and
First Rate Exchange Services Limited (FRES) is a joint venture ("JV’) with the Bank of Ireland

POl is fully-owned by POL which also acts as its Appointed Representative (AR). Historically the
Chair of POI's Audit and Risk Committee reports into POL’s Audit and Risk Committee. Given the
AR relationship between both entities, POl requests for the papers and minutes of POL in order to ]
fulfil their oversight responsibilities. We understand that POI's Chair and the recent POL Chair were .

scheduled to meet later this month- this should remain on the radar for any incoming chair. There are %
also periodic meetings between the Head of Internal Audit of POL and the Head of Compliance of POI

to review POL’s risk profile

VeI ) u

FRESH/FRES s a joint venture between POL and the Bank of Ireland, there are three POL representatives [S—— sl
on the board and the group general counsel acts as the board chair. In terms of reporting, the JV
agreement was revised and presented to the POL Board for approval and financial information for the
joint venture Is also reported at the POL Board

Payzone Bill Payments Limited is a stand-alone subsidiary of POL and as such POL’s level of oversight
has been sporadic and limited. However, this is set to change as subject to Shareholder approval,
Payzone will be subsumed into POL

o GrantThornton
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Appendix 5 - Best practice tool kit

Culture monitoring and measurement methods

Example 1, Culture monitoring
and measurement methods How the Board monitors culture

ided here and on the following page, are some

trations and numerical metri The Board plays a significant role in itoring and botti the

as to how the organisation gauges culture of the Group and its alignment with the Company's purpose, values and
strategy. It is supported by the People & Governance Committee, which identifies
opportunities to strengthen culture, and the capabilities that underpin it, in a way
that serves the future strategic goals of the Company.

of its culture/culture programme.
er, health and saf

Leading indicators of change

crucial to d the ‘what’ of these inc ors
ie what are they telling the Board about the ¢ :

o bt o it g g o vy Looking forward
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Culture monitoring and measurement methods

Example 2, Culture monitoring
and measurement methods

ain and sho

e embec

o GrantThornton
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Who
we are

We are passionate about our
purpose and ‘Doing Business the
Right Way'. We strive to make the
world a better, safer and more
sustainable place for all, now

and for future generations.

Our Purpose
Bringing qualty. safety and
sustainability to life.

Ous Vision

To be the world’s most trusted
partner for Quality Assurance.

R

Ever better Our Values
A ‘ " ™t o * we are a global family
1 that values diversity,
= We always do the right
a thing, with precision
€ A [ pace and passion.
= We trust each other and
have fun winning together
Our people. culture and values * e own and shape
. Vet " our future
* We eate sustalnable
growth. For all

O More in Book twe. page 10

People and
Culture

Our goal is to

have fully engaged
employees working
in a safe environment

In action
10X Leadership

Atintertek, our leaders strive to be the best
I the industry. We believe in the sow it of
Ever Botter and know that the ability our
Ieaders have to develop and grow employees
i) thek teams 1 ane of the biggest factors
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Key Performance Indicators, relevance,
progress and strategy

Example 3, KPlIs, relevance,
progress and strategy

Pls in your they are
ation’ . and to d
monstrat

o GrantThornton
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Financial measures

==

W) —
AN ———
W — 24

-

S —
Wrimr 1,500
[T p—

e

Our key performance indicators (KPls)

W use .
o s Grou performince Thess metsics are saped 1o

e wirwtege prombes.
Lrar
- > -
Link to remuneration

Non-financial measures

! Clinate changs - Scope 1, 2 and 3 emissions”

v mmy
209132
vy

onm
w7
vy

o partrmanee

Indhcates on ahemative
pertormance messure

a PuC Assured Data
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Appendix 5 - Best practice tool kit

Key Performance Indicators, relevance,
progress and strategy

Example 4, KPls, relevance, c
b s Measuring our progress
progress and strategy
Strong dis ures will support an o ment of how
the organisation employs its resour and relationships T T
to achieve its goals and show clear! i rogressing 0 o
towards those goals, including its position at the end of o
the FY. o
[+]
Other important elements to consider in your di
from examples 3 and 4 include: k
Financial
* Definitions/calculation methods Revenue Indertying EBITOA Undertying basic EPS Operational
usD 438.4m usp 178.6m usD 15.7 cents Totat Processed Volume! (TPV
Disc ion of progress within the financial year usD 45.9bn
5 T L il
Linkages to other key ey s . m,_-‘ L TD
('I!'Id senior mflﬂﬂ{ B
Assurance/delivery Detinkion Ouhnlon Deinition
" e » ¥ b Cenninion b-.rw- = Cann nm.
2vance and insightful commentary
Targets for prior, current and futun £ ma a ” .
R - [——
' T O TR— ———
[rrsp— [TSyo— [Teap— F— [rar—— [Yer—
000000 0000 0000 00000 0000 0000
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Composition, evaluation and succession - tool kit

Composition, succession and evaluation

Example 5, Board members’ skills
and experience Board of Directors

When outlinir ils of the ore

vest practice to give information on th

evant, valuable and und tanda
articulating Board memb

narrativ
and

° Grant Thornton Bseitcakn W | 100
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Composition, evaluation and succession — tool kit

Composition, succession and evaluation

Example 6, Board members’ skills
and experience Board of directors

Descriptions should include information on Director’s:

Education = - . %)
; : j L}

Q.
Positions of responsibility/seniority =
Previous directorships and other appointments we: s g -
st stakeholders in assessing where the
alue and give comfort as to

strategic ac
tenure/!
es C " o gle . NP

Shareholder approves Director appointmen

° GrantThornton GrotThamion @202¢ | 101
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Composition, evaluation and succession - tool kit

Composition, succession and evaluation

Example 7, Board skills matrix
Board diversity, skills and experience
There are a var y Collective view of the skill perience and knowledge of the o] [remr— - . -
stively in su : skills.and non-executive directors' Ll . oo
ctive ] c skills anc
. . . . .
experience. This can give an overview of perceived Retail/Cammaercial Banking . Major Change Pragrammes . : : : : : : : . [
strengths and gaps. r——— . . . . . . . .
. . . . ::::5::: Markats/ Wholesale Banking/ . :: ‘r:mn:\:::.:_:g\:ﬂumuuny l:-:‘rﬂmy-t‘lm-qv '} ') '] s ' ] & '} ') ']
The key thing it to ensure that the skills matrix represents ‘ L) L L. : - - . - > L
L . R i o Insurance [ESG: Sociol, Inclusion and Divarsity & ™ * ™ * "
your Board’s skills accurately and in the context of what is and Governance L : . - L] . > -
important to your Board. Audit and Finance listed Boord Governance, including L > - > L] > L ] L]
. Investor Relations and Remuneration .
1 i ] y pom——
Practices vary across companies, with some relying on sk - in Financiol institutions . Government] .
' " + Regulotor nterface
mity and others presenting Board skills as attributed s
to individual Board members. Scnnclog Ol ‘ S .
" : Skills matrix
nples on the right visually are the most common B ‘ P
of demonstrating a Board skills matrix, however the ppwrsiions!  Giobelbusiness  Technology, ——— =
example on the right (Lloyds) is also considered a good el . Moni e e B s
resentation and presents the data in aggregate in an e
N if " tl Il pict Wl @ 5000 SXperience Gnd ENOWIedge Amanda Blanc - - . . . .
e over 5 is re
ngaging way, i ing the overall picture is more o s et A e S ey N N
important to your Board. Helge Lund s L] L . . ]
F Y 1 by and Commitiee as at 18 Januory 2023 e 5 r - -
Tushar Morzara - - - -
Hina Nagaraan . . . . .
Satsh Pa - - - - - -
Paula Reynolds . 0 . . .
Karen Fi - - - - -
Sir John Sawers - A4
Johannes Teyssen . . . . . .

° Grant Thornton Beitcosy Wk | 52
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Composition, succession and evaluation

Example 8, Director induction
and training arrangements

Director ir tion and trainir
that Di
possible after joinir

oth a broad d ription that

elements, while providin more

o GrantThornton
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{« Steven’s
induction
s programme

"

The combination of high-quality
reading materials and tailored
meetings with colleagues provided

me with the information necessary to
be able to engage in a meaningful way
right from the start of my Board tenure.

heimer
Independent Non-Eecutie Diree tor

Steven joinad the Board on 1 October 2022 as an
mecutive Diruc tor,

of the Digital Impact &

Committees. Ahead of his

and the Ofcom Commitments.

Tt a5 well as other Board members and
inchucing the Director of Ritk, Compliance
B Assurance, the Director of Investor Relations, the Hesds of
the business units as well as 0.Openresch

Stevan heid a deep- dive vession with the Chief Security and
Hatworks Oflicer, the C hiet inform ation Security Officer. and
the Chief Digital and innovation Officer in Decamber 2022
and aseries of deen-dive sessions in January 2023

Steven wil be visiting Adastral Park and ou BT/EE retail
$hops to gain a broader insight mio customer journeys and
experiences. and into the work of our frontline colleagues

Board induction

On appointment, directors undertake

a comp induction prog;

designed to give them a thorough overview
and under g of the

This is tailored to take into account the director’s previous

" their iliti ind, for each Non-
Executive Director, the specific responsibilities relevant to
their The ludes
meetings with the Chairman, the Chief Executive, other
members of the Board and the Company Secretary, as
well as of the C and senior
management. Directors also receive key information
on our strategy and KPls, governance framework, the
regulatory framework in which we operate, recent financial

performance, risk management and internal control systems.

and the policies supporting our business practices

Directors are encouraged to visit our different offices,

contact centres and BT/EE retail shops, as well as spending

a day with an Openreach engineer. Set out opposite
is the induction programme undertaken by Steven
‘Guggenheimer, who joined the Board in October 2022.

Maggie Chan Jones Ruth Cairnie
Independert Independent

Non-Executive Director MNon-Executrve Director

Maggie Chan Jones and Ruth Cairnie, who joined the
Board on 1 March 2023 and 6 April 2023 respectively,
are currently going through their induction and their
programmes will be reported in the 2024 Annual Report
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Composition, succession
and evaluation

Example 2, Director induction
and training arrangements Directors’ induction,
development and training

@ Supy f the

On-going training arrangements should also be set out,
including identifying how on-going training needs are
identified and what training has been provided during
the year/will be provided next year.

General Counsal and mpany

This example notes that the Chair is responsible FUSIVD & COITEIaans ik
for ensuring that the Directors receive on-going N Q0N CVIOPITINN Sy
development and training (most likely identified in
one-to-one evaluations should these be in place) mnittes mamd
and describes what training has been provided this year. of t o

This also acknowledges the importance of on-going v bu y .
development and training in Directors being prepared and US. As our internal and external t
and able to contribute to and support strategy delivery. t t t

potential changes 10 e lation and Julation

O GrantThornton
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Internal controls, risk and audit - tool kit

Internal controls, risk and audit

Example 10, Business model and strate

e s . BUSINESS MODEL
Ad ription of the co bus odel can help
; FrE——
stakeholders a e bo ompany ATEGIC PILLARS
rm,
L WHAT WE DO Great tasting, freshly First class HOW WE ADD VALUE TO OUR STAKEHOLDERS
mpar
ES Manufacturing prepared food support teams Customers
preg PP
We make great tasting. freshly prepared food that
customers can trust, in our own manufacturing centres san
e Best customer Competitive for Value on YouGov Brandindex 2022, within the
experience supply chain OSR, coffee shop and delivery services”.
Logistics
H Colleagues
What the company does C S C r Y h Ives, helping I
deliver to the market) D engagement score in our latest
" people colleague opinion survey.
.. ) \ than 28, ing providing
How they do it (values, strategic framework) our customers with the best experlence every day. Sl
Where it d ) it o Customer channels
With over 2,300 shaps across the UK, delivery and of involces were pald to suppliers
How it PR - | P wholesale partnerships, and Click + Collect, we can serve within the terms agreed.
% - our customers wherever, whenever and however they
and long-te choose throughout the day. Shareholders
How it creates value for different stakeholders Customer relationships XSS URG M SOMIaN AP S (LR S
Our provide { vice that makes our ). atinctive abpdsciio “; et paidin line with our progressive
A b P, A arantl . customers shop with us time and time again. The Greggs byl : pis F R gow
Why them - how the company differentiates it el
itself from competitors connections with our customers and reward their loyalty.
i supply cha pms for & Y
Why this — purpose beyond mon R of grants were awardod by the
w our digital cag Greggs Foundation.
WHAT MAKES US DIFFERENT
PURPOSE QuALITY CONVENIENCE VALUE SERVICE THE GREGGS PLEDGE

Find out mors about what makes us iffarsnt on pages 18 to 20

Source YouGev Brandindex, 18+ UK al. Reo. n~24.000+ (16t Jan - lst Dee 22)
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Internal controls, risk and audit — tool kit

Internal controls, risk and audit (continued)

Example 11, Business model
and strategy continued

Other elements to consider within this is sufficient

and specific detail relating to the company around

the elements outlined in example 10, but also whether,
for example. strategy, KPls are integrated into detail of
the business model or cross-referenced.

Whereas example 10 presents cross-
referencing/signposting, example 11 demonstrates
another form of ‘integrated reporting’ whereby the
strategy is articulated within the description and
detail of the business model.

Both ways can be effective in explaining how the company
generates and preserves value in the long-term through
their strategy and business model.

o GrantThornton

Our business model

O divarifed usinass moxfedskows 1o
rosgone 0 the sy oprhes ard thesats
tor

Our strategy

‘where everyane can thve.
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Internal controls, risk and audit (continued)

Example 12, Internal controls

ey ac F ! ” Reviewing the effectiveness of the system
€ ff ectiveness review S‘:::m:m':m':::rz‘:'::.f;:‘; IR O o of risk management and internal controls

he oive Ui
he § that - through r review of report P

Consider including within your ¢ ound risk :
management and internal ail on the and i nsic

. N nd Appetite Framework and
pro of review for internal co 5, such < o 1

. nal Audit I.’; (more de
ystem that have be y

for both, as well as the
(reports etc)

te that all material controls have
ved (operational, financial, compliance),
upcoming changes to the UK Code

ot considere

cant or the

nt/reme

ire.

o GrantThornton
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Internal controls, risk and audit - tool kit

Internal controls, risk and audit (continued)

Example 13, Auditor independence 5 Tha anded
ember "
- ol Independence of external audit 2022 02 Independence and objectivity of external audit
and safeguards The Group has an Auditor Independence Policy (AIP) that defines Schedule of fees paid to Deloitte LLP a_— - T 1‘ R I -
= pt s v - - ’ » el he Aude 15 IMMIee Montors the independence an
procedures and guidance under which the Company’s relationshig Audit fees: _\.;. :“ Iry“\'r\‘l"L.(.» w‘rn\yy‘ [m‘n 9 Im-\ Ipiml\z- r‘l ‘m rj b
Where the auditor of the organisation provides non-audit ‘f"“"“;' il "“:J‘“‘l' ""'9:"(*":“-'”"_" "'A‘V‘”"”'L““ ";“E"”“' Statutory audit of Orax Group 13750 1,250.0 with a formal review annually, This is a crucial area of the Committee’s
X £ ) >mmittee being able to satisfy itself that there are no factors R TR S eohisaatycbebrdetrdcib oo
s in addition to audit services, there should be an that may, or may be seen to, impinge upon the independence, Statutory audit of the Company's 40.0 40.0 work, as [t serves 1o ensure I”I;mﬂl'\"]mw ‘mn,‘ ' m\,ﬂr\,l '
subs e i nal auditor. The independence and objectivity
e Yopmmts s o ot o objectivity and effectiveness of the external audit process. The subsidiaries
3 ale v » quditor's ob / of the e ) Bakaetd Throuch & ranas cfrieatirss
explanation of how the auditor’s objectivity and Sl Aot el e T TA50 12900 of the ¢ sssessed through a range of measure
>endence is maintained. As part of this annual review, the Committee considers areas e 5.0 0.0 Audit poriner rolelion
of development in best practice and guidance. The main features — - ~ o5 The Group's policy is 1o rotate the audit partner at least every five
f the current AIP (which is available at www.drax.com) are: Jther assurance services 46.2 2 years. The lead audit partner is Victorla Venning, who has held the
" = Assurance services provided 18.0 16.4 role since April 2021, replacing Peter Mclver in line with the Group's
« Arequirement to review the quality, cost effectiveness,
" " to non-material affiliates policy requiremants.
independence and objectivity of the external auditor
« A requirement to rotate the lead Audit Partner every five years, Corporate refinancing fees 65.0 - Non-audit sarvices policy
and proc s‘l governing the employment of former external Reporting accountant fees = 469.0 The Group has a defined policy imiting the provision and value of
A o e 1 auditor employees ey - — ervices performed by the external w. The pollc
and detailed disc ire will do as is evidenced in tF « Apolicy governing the engagement of the auditor to conduct Total non-audit fees: 244.2 637.7 ronsuc s '”(fﬂ :mr'ur"y” ;j‘W: ‘1"”1{(1.‘: :‘ \'ulm r' :H[;“I, e
. fa : : n-audit activities, which is expected to oceur in very limite Total auditor’s remuneration 1,659.2 19277 st el bt bl el g
e, right, by outlining the safeguards in plac O e P B P PR S Ty S - s performed, and the fee eamed for such work relative to the
“n i i circumstances and is kept under review at each meeting med for the audit, does not compromise in fact or appearance
poli private meetings, and © of the Committe As noted opposite, the external auditor should not provide the auditor’'s independence, objectivity of Integrity. Under the terms
(upp}yu\mjlt, and derations), ¢ The external auditor also reports to the Comm its owr nan-audit services where it might impair its independence of the policy. the auditor is exciuded from undertaking & range of work
I % i processes and procedures to ensure independence, objectivity or objectivity. Therefore, any engagement for the provision on behalf of the Group. The auditor may be commissioned to provide
E i Theref f half of T t '
e, the non-audit work providec and compliance with the relevant standards. of non-audit ses s requires prior approval from the Committee audit related services and permitted non-audit-related services with
The amounts paid to the external auditor during each of the or Committee Chair, Agreement to allow the external audit firm the specific approval of the Audit & Risk Committee. The Committes
financial years ended 31 December 2021 and 2022 for audit to perform additional non-audit services is taken only after has confirmed that this policy was adhered to within the year

low and in note 2.3 t considering two key factors. Namely, that the non-audit services
age 193) policy has been fully applied and that any engagements are in the
best interests of the Group and its key stakeholders.

and non-audit services are set out t
C ated financial statements

The external auditor provides a detailed independence confirmation.
prepared n line with the provisions of the FRC Ethical St d and
it SA (UK) 260 (Communication of audit matters wi ose charged

During 2022 there was a decrease in the level of non-aud

services provided by Deloitte, with the most significant item with governanc jon Is formally reported to, and

being the Group's interim review. In 2021, Deloitte provided subject 1o the review and approval of the Commitiee:

support in a limited reporting accountant role in respect of the Privale meatings with exier

shareholder circular for the acquisition of Pinnacle, with fees The Committee’s assessment is further informed by private moee

totalling £469,000. with EY without management present n these meetings, the
Committee reviews the auditor's a: ssment of the busin risks

In all cases the Committee was satisfied that the work was best and management's mitigalion of 1hosa risks, and the iransparency

handled by the external auditor because of its knowledge of the and openness of the ALAIGN'S INMBFACtions with management, and
Group, and that the services provided did not give rise to threats ook corifimation thal thers has been no ssircion in scops

to independence. The Committee was also satisfied that the or other hindrance placed upon them
overall levels of audit and non-audit fees were not of a material
level relative to the income of Deloitte as a whole, and that the
level of non-audit fees was below the 70% cap, based on the
averaqe audit fee for the preceding three vears

The Committee Is satishied that these measures have operated
effectively in the year. As such, the Commiliee continues (o
consider that EY. Victoria Venning as lead audit partnes
emain independent and objective.
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Internal controls, risk and audit (continued)

Example 14, Auditor selection, re-appointment
or removal

B oractice provides detailed insig nually as to the
xternal auditor’
including how th on tore-

appoint, remove or s > i itor.

The d iption should articulate who the auditor cur
is, whether it has changed recently (ie when last tenc
appointed) and if what the outcome of any t
p which resulted in a change in @ intry

POL00448771
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This example evidenc

strong detail.

° GrantThornton

Effecti of | audit pi

At the May 2022 meeting, the ARCom considered feedback

from ARCom mambers and various mambers of the managemant
team In order 10 facilitate the ARCom’s formal assessment of the
effectiveness of the axternal audit process. Respondents were asked
for their views on several components of the external audit process
Including the quality of the audit partner and team, planning and
execution of the audit, quality of audit reporting and the external
auditor's independenca and objectivity.

The responses indicated that, overall, Deloitte was performing in line
with expectations, with the audit team demonstrating appropriate
challenge and understanding of Man Group's business. Deloitta's
management of the transition of the lead engagement partner during
2021 was cited as a particularly positive area, with the continued
Involvement of key membsers of the wider Deloitte team and the
proactive approach of the new lead engagement pariner having
resulted in a sucoassful and smooth transition.

The ARCom wil continue to assess tha external audit process
annually 10 ensure that it remains effective and the audit fee
represents good value to sharehoiders, while mandatory rotation

of the external auditor is required by the 2034 financial year. The
ARCom confirms that the Company has complied with tha provisions
of the Statutory Audit Services Order 2014 for the financial year
under review.

Summary of tender stages and process

.
April - May 2022

.
May - July 2022

-
July 2022

Approved the scope of the audt tender,
as well as the overall approach and
composition of a selection panel who
would have delegated authorty 1o
recommand the chosen audit firm 1o
the ARCom. Tha selecton panel was
composed of Lucinda Bel, Jackie Hunt,
Antoine Forterre and Julé Fountain, the
Group Financial Controlier. i was agreed
that the ARCom Secretary would also
attend certain salection panel meetings.

Multiple candidates, including

A selaction of the candidates 1o participate
in the tender was approved by the ARCom.
Each firm was issued with a request 1o
submit a formal expression of interast

in participating in the tender process,
along with a request for confirmation

of indepandance where appicable.

Tha ARCom Chalr lad a partner salection
procass for each candidate which was
also completed following interviews of the
relovant individuals proposed by the frms.

The ARCom approved the request for
proposal document 1o be completed by
each participating fiem. The selection panel
then rviewed written proposals from the
candidates, assessing each of these against
the following criteria:

* reputation of firm (ndluding FRC reports
and findings on past audis by candidates)
CHT BpRXOACH

* transitional arrangements

[ESG assurance credentials

chalenger firms, were approachad
for preliminary discussons.

The output of the effectiveness review also praised the efficiency of
the audit, several audits having bean brought forward to earlier in the
process, as well as the quality of the wider audit team.

A number of areas, Including the developmant of audit qualty indicators
and enhanced coordination with Intarmal Audit, were identified as
requiring further consideration and Deloitte's plans 1o address these
Issues were set out alongside their 2022 Audt Plan, After discussion,
the ARCom concluded that the extamal audit process in respect of
the 2021 financial statements had been effective

An example of an area where Deloitte challenged management's
assumptions and judgament was in relation 1o the underiying
assumptions used in the assessmant of the investment property
right-of-usa lease asset for impairmant and the appropriate
recognition of deferred tax assats. In al areas, Deloitta concluded
that the assumptions and judgements applied by management
were appropriate.

* proposed fees and terms
* independence considerations

External audit tender process - reappointment of
Deloitte as external auditor

Daloitte was appointed as the Group's external auditor in 2014,
following a tender process led by the ARCom in 2013. In accordance
with the Code and the Competition and Markets Authority’s Order
2014 (the Order), tha Company was required 10 put its external audit
out 1o tendar again in 2023 at the latest

Following initial planning initiated in 2021, a decision was taken 1o
procead with the external audit tender in 2022 for the audit in respect
of the financial year ending 31 December 2024. This approach was
taken 1o allow for maximum participation, ensuring sufficient time

1o allow for a smooth transition, if required. The key aspects of the
tender process conducted during 2022 are documanted below.

Following the ARCom's review of the effectiveness of the extemal
audit process earier in the year, its assessmant of the extemnal
auditor's ndependence and objectivity, and considerations relating
10 the audit tender process undertaken during the year, it has
recommended the reappointment of Deloitte as Man Group's
axternal auditor 1o the Board. The Board has subsequently
recommended the reappointment of Deloitte for approval by
shareholders at the 2023 Annual General Meeting
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Internal controls, risk and audit - tool kit

Internal controls, risk and audit (continued)

Example 15, Emerging risk and mitigation
) ) Emgrgingriskg »-down approach through our ar t exercise, during
As part of supporting the Board's role in carrying out a SSPde emerging risks as th Y thsel egional manager ) and Groug
robust a sment of emerging risks in addition to timing andimpact are not entirely certaint lan ocurement, and o8¢ Jentified risk
principal/key risks, we have notec may, o mé he delivery ”: he : tive Committee before being submi M
§ 2 Groug establishec
ence of emerging risk ¢ e Short Mobilisation p's strategic priority of Pivoting to
th term of pipeline varkets, the Group has placed add
risk managemer 1identifying, ass ng pleting, and
regional level ew transactiontarg ificantly boost
. ey markets. For more information, please refe
(
| lev 1 20
ere in Medium Climate Similarly to the prior year, climate change is one of our
mo i 5 term change most significa redium-term emerging risks. Primarily,
cormenittees and Grous Exaauitive Committes this relates to the failure to adequately consider and respond
around r meetir to the physical and transition risks associated with climate
around risk.
oirs change, including the irr t on our units such as damage
Approaching disclosures of emerging risks as an theya y ot b el i ety ;
' ( security challenges an sre of compliance
: und i withregulatory requirem
pda Ve
and Risk Committees, ; oy
and the Boa izo ni nanacemant el : 2 pages 50-56 for more information on our consideration of
: ﬂ o e > : 2 3 bl ‘IH ‘ “ ’r"‘ aterisk, its potential impact on the business and its results
refle C 35, impc periodically updates Group management
A I Long Structural Consistent with the prior year, from a long-term perspective,
e
timeline =L term changes tothe th ] ural changes to the travel sector driven
travel sector b such as anaversion to air travel due to
impact on the environment, increased remote working and
reater road travel as adoption of electric vehicles increases
xse also present opportunities, but otherwise could have
asevere adverse impact on the business. Holiday destinations
could vary dependent on the impact of climate change
4 for more information on how we are
tructural changes and mitigating actior
As above, a ks are monitored and discussed at senior management level to conside
appropriate 15

° GrantThornton SrncThomin 02024 | 11
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Remuneration — tool kit

Remuneration

Example 16, Strategically linked executive
pay commentary

executive pay should be aligned to company purpose
and values and be clearly linked to the successful deliver
of the company’s strategy, it is crucial to demonstrate thi
link through detailed ex

p ice examp brovide distinct ‘integrated
approc C r, they share
nality throug blaining the link bet 1 their
strategy, the me € QSSess deliv of strateg

gL 5 in their
vorts. Both present e rategically

y commentary and rationale through

GrantThornton
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National Dashboard for 2021/22

The dashboards align to four SrOtegIc themes. There are nine measures. corefully weighted to incentivise and reward
success, whvist 1ghting 1o Important areas such 03 Lrain y y "
measured tvough Train Accisent Risk Reduction for passengers and Fotalities and Weighted [njurics for Worforce Safety)

The dashboard i shown i the table on the next page.

Measure [Po—

Target

rentage of Recorded Station Stops calied at on time (early or
<1min late)

Passenger Satifoction
Reported as a mean score of passenger journey satsfaction on a scale  200% 774%
of 1101 poor= 10

M
The percentage of commerciol freight Lrains that arive al planned

x
destination within 15 minutes. of scheduled time. Freight tains are only * > "
considered 1o have faled FOM where a delay s coused by Network Rail
omposte § Index (CRI
A measure of the short-term condition and performance of our assets
Inciuding Lrack, sgnating ation telecoms, bulldings. ¢ oo gk
he Lotal percentar
improvement in asset rehability compared Lo the ead of the previous
3 compared to the
he CP6 Business Pian. The m san  200% €om

wat FPM measures from
Effichencies .

nhancement Milestones
The number of milestones completed ahead of time o on ume. asa  10.0% 200%
percentage of ail milestones pianned for delivery in the yeas

An index representing the proportion of empioyees surveyed who 50% 610%
responaed favourably Lo key questions on engagement

An index reprosenting workforce safety, using fatasties and non fatal

100% 0056
injuries per hour worked. A lower FWI represents better performance
Measures achievement of the key milestones and metrics to reduce 100% -

in accident sk, TARR is made up of Mikestond targets and vohume

Largets, both of which have diffcrent achievement weightings.

flegional dasnboards INcAde measures which match Sach Tegion s [E3pONUBINTIES GI0Ng WITh UNIVErSal MEsIIes such as

safety and financial performance. Locol SCORCONTS are Sl Used Lo Manage business performance at o local level, but they
e not inked o PRP.

In adaiion. no payment wi be made In respect of any performance measure which faifs to Sxceed the minimunm level of
performance (worse than target threshokd) and evidence of under reporting 0gainst safety woukd resun in the owtcome of
the safety measures being reviewod and reducing performance accorGingly. INuding potEntaly to rers

One quanter (25 per cent) of PRP will be determined by an individual's performance raung. This provides a direct ine of
31ght between the achievement of individual objectives and PRP. For exccutive ditectors and employces aligned to the
the figure below how indiidual PR 15 calculated:

wa Tndrvidual
Nationst dembiesuct " oo
— out-turn esated

Link to remuneration

enernile
Kay principles of our remuneration strategy

* Raward deivery of the Group's strategy i a mat W wort, an 1 ars. o

» Attract, molivate, and retain t . owa

- Alg mance uros 10 1 ¥ arns its re ¢ st with targs o o narcial

How we achieve this in practic
o Alignment of APP and LTPP per
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Remuneration (continued)

Example 17, Strategically linked executive
pay commentary

This business-to consumer best practice example also
demonstrates the importance of clear and thorough
discussion in the remuneration report by the remuneration
committee

a particularly good approach to support visual only
cross-referencing and signposting. Explaining the link in
this way can also still be a valuable addition to tt
approaches outlined in the previous mple, as part of
‘integrated reporting.’

When considering the explanation, the more specific,

ie referencing exact performance metrics/KPIs to the
strategy and how it supports, the better.

o GrantThornton

Alignment of incentives with strategy / global market
competitiveness

Our ambition is 1o be one of the best pe"wmwr!{'}‘ most trusted and

respected consumer companies in the world. Our strategic priorities to
drive the company forward are unchanged: sustain quality growth
embed everyday efficiency, invest smartly, promote positive drinking
champion inclusion and diversity and pioneer grain-o-glass

sustainability.

The performance measures in the incentive plans align with the
strategy ond the key performance indicators on pages 32-34. The
financial measures for the annual incentive focus on net sales growth,
operating profit (both of which represent critical measures of growth for
Diageo) and operating cash conversion (which recognises the criticality
ol strong cash performance and cash containment, particularly in the

current challenging market conditions). The IBO component adds focus
on key individual strategic and financial objectives

The measures under the long-term incentive plans continue to reflect

the company's stralegic priorities and key drivers of long-term growth
by incorporating organic net sales, organic profit belore exceptional

items and tax, free cash flow, TSR and key Environmental, Social and
Governance (ESG) measures [greenhouse gas reduction, water

efficiency, positive drinking and gender and ethnic diversity)

Global pay competitiveness is another key remuneration principle for

the company acting and retaining key talent is critical for our

business and remuneration is an important aspect of being able 1o

meet our talent objectives. As we operate in a global talent market

the Committee takes into account global pay proctices, including the
US market, when reviewing executive pay. Global pay competitiveness
has been considered by the Committee in the context of a number of

changes in the Executive Committee during the year

POL00448771
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Remuneration — tool kit

Remuneration (continued)

Example 18, Engagement with and alignment of

. . . ey Remuneration engagement across the Company %
executive pay and wider workforce conditions oy i RO SPT How Pay Links to Wider SSE Workforce
“ e Base Salary Benefits Pension Short-Term incentive  Long-Term Incentive
and pay
paty, Excatence and Tesmwork Base salary s Arange of voluntary  All employeesare  Annual Incentive  The Performance
. 5 - By of ok, Aowa| of Sanierty arid e " typically set with benefits in line with  a member of the Plan linked directly ~ Share Plan is a
This company has expanded the remit of their ety the wider workforce  SHEPS or SEPS S B izl
Remuneration Committee to include pay monitoring tothe marketand  plus contractual car  defined benefit performance - performance
. X , . . . wider workforce and private medical  pension scheme, 50% financial linked to strategic
across the wider workforce, not just executive pay, with considerations, benefits orthe Pensions 50X non-financlal.  performance
a il - H t H Oy ? 5 " defined contribution 33X of the total measures.
the aim of underb.ton.dmg and aligning pay practices sinppeshn s R S szt il
across the organisation. g e typically in line with they have opted into shares for
or less than the wider or cashed out three years.
This example explains how the core elements of ! " SRPER popciion. The amangements. . i incentive  The Leadership
anply qually 1o ai members are diverse and

Plan considering Share Plan is also
the employer cost o yormance of the  linked to strategic
typically ranges from ¢, (directly linked performance
SXto38%ofsalary ;g ahovel the  measures over the
when both defined cinocs areaand  longer-term and
conributionand g ingivigual 25%  those with direct
defined benefits of the total award is  impact on strategic
schemesare laken  gororred asshares  output are eligible:
into account. for three yesrs

executive pay align with the wider workforce as well as + RS o1y Ermghoyoe Eregagerment Sty S5 vk a8 ermyiopes 0 prowide 4 view 0 1 benefits and uy that i provicl
how they consider the wider workforce, ie through i ~ibie
meeting annually with SSE’s recognised Trade Unions

Executives and the Char of the Boara and

s 10 o
Feadback from tis meets

to help inform collective bargaining agreements in
setting the maximum percentage pay increases that are
available to top staff, ensuring this is set with reference

Base salary levels A range of voluntary Depending on All employees may
to pay across the workforce. are subject to benefits are available role, a proportion participate in the

negotiation with to all employees, such of employees will Share Incentive
This has now ensured consistency from the top to the fecognised tmde 89 4 Cycle 15 work pirticoatainthe  Plan (SSE matches

unions and/or are set scheme, a holiday Annual Incentive three shares for
bottom of the organisation. inline with market  purchase scheme, Plan (as above). every three bought)

requirements health benefits, and 100% of the award  and the Sharesave

enhanced maternity, is paid in cash (SAYE) plan
Annual increases patemity and
are subject to adoption leave

negotiation

o GrantThornton
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Remuneration — tool kit

Remuneration (continued)

Example 19, Engagement with and alignment of
executive pay and wider workforce conditions
and pay

The relationship between the remuneration of the CEQ and all employees

COMPANY REMUNERATION
AT SEVERN TRENT

Severn Trent explair arly how it sets executive pay to This section sets sut the steps we take
to make sure that our pay and reward al at 31 M
framewor

beyond Exec

in  way that

be aligned with wider wor ce pay, including with
own Cl”ﬂuﬂl bOﬂUt}
ame way

Additionally, as is bes

the Committ

both an ‘emplo

1o
ing and aligning executive and wid :

workforce pay.
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Remuneration — tool kit

Remuneration (continued)

Example 20, Engagement with and alignment of
executive pay and wider workforce conditions
and pay

in the Group

Employees are not formally consulted on the Executive Directors’ remuneration and were not consulted during the preparation of the remuneration policy set out above. However, the
Committee Chair attends the Group's Reward and Employee Benefits Forum where a range of employee reward and benefits issues Including the Executive Directors’ remuneration
arrangements, the role of the Committee and the Policy, and how they link with wider workforce pay and benefits within Kier are discussed - see page 128 for further information

e i The Committee takes into account the pay and employment conditions of employees within the Group when making decisions on the Executive Direclors’ remuneration; for example,
ilarly to the previous two, outlines and the Commitiee reviews the Group's latest gender pay gap information and, prior 1o setting the Exacutive Directors’ remuneration, reviews ¢ g 10 the worklorce's

. remuneration. Please see page 122 for further information. With respect to bonuses, the Committee set targets directly aligned 1o the delivery of the Group's medium-term value creation
but also provides additional plan, its strategy and promation of fts long-term sustainable success. Bonus largets also include & target on workforce safety and, when setting Executive Directors personal targets
the Committee will consider the inclusion of objectives related to employee engagement and diversity and Inclusion

s on how input is received in making thi
and ensuring that pay is aligned. CERA TR ———
o [

Py tervem oo s appccee by Anmsos shon Costeritie e —

attending L:,
nefits Forum

Mansinem gnard 200% of tave valer
. i 3 you pertinirarce pariod 2y haking gerod
nmm\m’ a D e alignment Targeta” £amings Per Gnare, Exarmnakier lomurm Cash F o
well as rece dbc C is, to be co ered at

the Commit

treated transpar

zmplnyuumm-
ng employees with  range of employee benefits and support i crtical (0 the Group aliracting and relainng & diverse

ses with an emphasis on assisting with cost of lving pressures. The new benefits and enhan

Al ampicyses benefilted from an enhanced kvel of ite assu
€ 2,500 employee
Over 1,000 emg ment 1o the ave enbil nmq
The Group Is accred ge employer and c 850 employees received a p
Real Living Wage was also applied 1o contingent workers with effect from 1 July 2

8 & focus

that they input into, ie ar inciuded

palicies introduced during the financial

ant with statut

ipplemented by thelr vie

3 with il pay for up 10 20 days and hall pay for a further 20 dar
d uphts o

picture for C ee discu crease In January 2023 when the RLW rate Increased by 10.1%
2 and subcontracions from 1 Apri 2023

New benefits were

avanlati 10 eMpIoYees 10 assist with wellbeng and the cost of Iving press.
access 10 loans through a specialist provider with a higher acceptance rate and lower interes!
spreading the cost of purchasing tech and white goods. and car repairs and mal

s than that of iraditional lenders
tenance, through repayments faken from salary.

Reward & Employee Benefits Forum (the ‘Forum’)

The Reward & Employee Benefits Forum has representatives from across the Group's UK business areas and the Group's inclusivity networks. It o

of employee and benefil 1 of attracting, developing and retainng o people The Forum has considered some of (he key be
ding those that provide valuable savings on everyday family spenc. mental and physical heaith focused support and Kier's pension scheme

des a platiorm 10 discuss @ range
fits available to employees

jopics in the conte

The
the
The Chair upcatod the Committee on the oulcome of the meetng and the foedback recorved

mmiftee Chair and the Chief People Offic
nite ahgrument with the pay and ber

attend the meetings and the Forum recently discussed how the Executive Direciors’ remuneraton arrangements are deterrmined
A the wider worklorce, the role of the Non-Execuliv 10rs and the Remuneration Commitiee, and the 2023 Policy

GrantThornton
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Appendix 6 - List of interviews conducted

Interviewees

Board

Henry Staunton

Ben Tidswell

Simon Jeffreys
Amanda Burton
Andrew Darfoor
Brian Gaunt
Saf lsmail

Elliot Jabos

Lorna Gratton

Nick Read

Role

Immediately former Board Chair and Chair of
the Nominations Committee

Senior Independent Director and Chair of the
Remediation Committee

Chair of Audit and Risk Committee, INED
Chair of Remuneration Committee, INED
Chair of the Investment Committee, INED
Non-Executive Director

Postmaster Non-Executive Director
Postmaster Non-Executive Director

Shareholder representative (UKGI),
Non-Executive Director

Group Chief Executive Officer

Management

Owen Woodley
Karen McEwan
Anshu Mathur

Richard Taylor

Tim Mclnnes
Simon Recaldin

Martin Edwards

Barbara Brannon

Deputy Chief Executive Officer
Group Chief People Officer
Group Assurance Director

Group Corporate Affairs, Communications
and Brand Director

Strategy & Transformation Director
Remediation Unit Director

Network Strategy & Delivery Director

Product Portfolio Director for Lottery,
Retail & Government Services

Management

Rebecca Barker

Rachel Scarrabelotti

Ben Foat
Johann Appel
Chris Brocklesby
Martin Roberts

Kathryn Sherratt

Chrysanthy Pispinis

lan Rudkin
Tracy Marshall
Simon Oldnall

POL00448771
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Head of Risk

Company Secretary

Group General Counsel

Director of Internal Audit

Chief Transformation Officer
Group Chief Retail Officer

Interim Group Chief Finance Officer
Chief of Staff

Group Rewards Director

Retail Engagement Director

IT Director GLO/Horizon

o GrantThornton
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Appendix 7 - List of documents reviewed

List of documents reviewed

Governance Framework and Foundation documents

* Legally privileged — draft - POL Corporate Governance Framework
PART 1- 181022 RS.docx

* post-office-limited-shareholder-relationship-framework-part-1.pdf
* POL Framework Document (NRF draft 13 April).docx

* Redline - POL Framework Document (NRF and POL Comments)34
and POL Framework Document (NRF draft 13 April)22.pdf

* Funding Agreement - Signed.pdf
+ 20221216 POL Articles Of Association Clean FINAL.pdf
* POL - Articles of Association — NRF comments 30 March 2023.docx

* Redline - 20221216 POL Articles Of Association and POL - Articles
of Association = NRF comments 30 March 2023.pdf

* Investigations Governance Framework First Draft.doex

* Whistleblowing Governance Framework - Final Draft post CIU
comments (002).docx

+ 20210928 POL Board Current & Proposed Market Standard
Unlimited Liabilities & Indemnities Position APPROVED FINAL (1).pdf

* Civil Recoveries Schedule of Documents and Timeline.docx
* 20230301 GE GE-1 Accountabilities Updated September 2023. pptx

+ 20230301 GE GE-1 Accountabilities Updated September 2023 pdf
— No redactions required.pdf

o GrantThornton

Governance committees' structures

* GF Graphic 202305.pptx

* PO Group Governance Structure Diagram WORKINGDOCUMENT
202309.pptx

* POL GE Subcommittees 20230907 FINAL.pptx
+ Structurechart202305 updated.pdf

Board and board committees ToRs

* 20230329POL Remuneration Committee GOV Terms Of Reference
APPROVED FINAL.docx

* POL Remuneration Committee ToR

* 20230907 POL Group Executive Terms of Reference
Approved.docx

» POL Group Executive Terms of Reference

* 20230523 POL ARC GOV Terms Of Reference Updated Footnotes
APPROVED FINAL.docx

* POL Audit, Risk and Compliance Committee ToR

» 20230523 POL Nominations Committee GOV Terms Of Reference
Updated Footnotes APPROVED FINAL.doex

* POL Nominations Committee ToR

* POL Board Historical Remediation Committee Terms Of Reference
v1 (1).docx

* POL Remediation Committee ToR

* POL Investment Committee ToR

POL00448771

POL00448771

Commercial in Confidence

Terms of reference for sub-committees

and working groups

20230301 Data Governance Committee ToR FINAL.docx

20230907 POL Group Executive Terms of Reference
Approved.docx

20230401 Health and Safety Sub Committee ToR FINAL.doc
20230401 Health and Safety Sub Committee ToR FINAL.pdf
20230302 Improvement Delivery Group 2 ToR FINAL.docx
202308 Investment Approvals and Delivery Group ToR FINAL.pdf
20230926 POL Investment Committee ToR FINAL.docx
20230906 POL Opex Committee ToR FINAL.docx

202306 Post Office Pension Plan Governance Group ToR FINAL.pdf
POL RCC ToR Approved 20230906 by GE.docx

20221214 Property Committee ToR vé6 FINAL.docx

20230802 Retail Committee Terms of Reference FINAL.docx
20220428 SPMP Steer Co ToR at Pages 21622 FINAL.pptx

20221214 Technology Committee Schedule 1to Terms of Reference
FINAL. pptx

20221214 Technology Committee Terms of Reference FINAL.docx
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List of documents reviewed (continued)

Delegation of responsibilities

+ 20230523 POL Board GOV Delegated Authorities Without
References APPROVED FINAL.doex

+ 20230523 POL Board GOV Matters Reserved — Updated Footnotes
APPROVED FINAL.docx

+ POIEPZBPL Spend Approvals Flow Chart 202305.pptx
+ POL Spend Approvals Flow Chart

Remuneration Committee papers and minutes

* POL Rem Co Agenda & Papers 20220927 FINAL. pdf

+ POL Rem Co Agenda & Papers 20221206 FINAL. pdf

* POL Rem Co Agenda & Papers 20230301 FINAL. pdf

* POL Rem Co Agenda & Papers 20230502 FINAL.pdf

* POL Rem Co Agenda & Papers 20230511 FINAL Redacted. pdf
* POL Rem Co Agenda & Papers 20230703 FINAL Redacted.pdf
* POL Rem Co Agenda & Papers 20230926 FINAL Redacted.pdf
+ 20231106 POL Rem Co Additional MIN Signed

* 20231128 POL Rem Co MIN v5 DRAFT

+ 202305.pptx

+ 20231218 Rem Co Mins DRAFT to Rem Co

+ 20220927 POL Rem Co MIN Signed.pdf

+ 20221110 POL Rem Co Additional MIN Signed.pdf

o GrantThornton

20221206 POL Rem Co MIN Signed.pdf

20230124 POL Rem Co Additional MIN Signed.pdf

20230301 POL Rem Co MIN Signed. pdf

20230502 POL Rem Co Additional MIN Signed.pdf
20230511 POL Rem Co Additional MIN Signed. pdf
20230522 POL Rem Co TIS-Written Resolution SIGNED.pdf
20230703 POL Rem Co Additional MIN Signed Redacted. pdf
20230926 POL Rem Co MIN v5 Clean.docx

Decisions via email

Nominations Committee papers and minutes

POL Nom Co Agenda & Papers 20220927 FINAL. pdf
POL Nom Co Agenda & Papers 20221206 FINAL.pdf
POL Nom Co Agenda & Papers 20230309 FINAL.pdf
POL Nom Co Agenda & Papers 20230606 FINAL.pdf
POL Nom Co Agenda & Papers 20230926 FINAL.pdf
20230606 POL Nom Co MIN Signed.pdf

20230309 POL Nom Co MIN SIGNED

20221206 POL Nom Co MIN SIGNED

20220927 POL Nom Co MIN SIGNED

20230926 POL Nom Co MIN Signed

20231128 POL Nom Co MIN v5

Decisions via email
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List of documents reviewed (continued)

+ 20230710 POL ARC MIN SIGNED. pdf
+ 20230724 POL ARC MIN SIGNED (1).pdf

Audit and Risk Committee papers and minutes

+ POL ARC 20230724.pdf + 20230724 POL ARC MIN SIGNED.pdf

* POL ARC 20231127.pdf + 20230925 POL ARC MIN SIGNED.pdf

» POL ARC 20230516 Agenda & Papers - REDACTED 19.01.24.pdf + 20231107 POL ARC MIN SIGNED.pdf

+ POL ARC Agenda & Papers 20221205 FINAL - REDACTED S S —
19.01.24.pdf

+ POL ARC Agenda & Papers 20230123 FINAL - REDACTED
19.01.24.pdf

* POL ARC Agenda & Papers 20230328 FINAL - REDACTED

* POL Board Agenda & Papers 20220927 FINAL! Redacted.pdf
+ POL Board Agenda & Papers 20221101 FINAL! Redacted.pdf

19.01.24.pdf + POL Board Agenda & Papers 20221206 FINAL! Redacted. pdf

» POL ARC Agenda & Papers 20230925 FINAL - REDACTED + POL Board Agenda & Papers 20230124 FINAL! Redacted. pdf

19.01.24.pdf + POL Board Agenda & Papers 20230309 FINAL! Redacted. pdf

. f’qoéfgc l;?endﬂ & Papers 20220926 FINAL - REDACTED + POL Board Agenda & Papers 20230328 FINAL! Redacted.pdf
.01.24.p

* POL Board Agenda & Papers 20230524 FINAL! Redacted. pdf

* POL ARC Agenda & P 20230621 FINAL (1).pdf
R P * POL Board Agenda & Papers 20230606 FINAL! Redacted. pdf

* POL ARC Agenda & Papers 20230710 FINAL - REDACTED

19.01.24.pdf * POL Board Agenda & Papers 20230711612 FINAL!. pdf
+ 20221205 POL ARC MIN Signed.pdf + POL Board Agenda & Papers 20230711 FINAL! Redacted. pdf
+ 20230123 POL ARC MIN Signed.pdf * POL Board Agenda & Papers 20230817 FINAL! Redacted.pdf
+ 20230328 POL ARC MIN Signed Redacted.pdf + POL Board Agenda & Papers 20230926 FINAL! Redacted. pdf
+ 20230516 POL ARC MIN SIGNED.pdf + POL Board Agenda & Papers 20230926 FINAL! Redacted. pdf

* 20230621 POL ARC MIN SIGNED.pdf
+ 20230710 POL ARC MIN SIGNED (1).pdf
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Appendix 7 - List of documents reviewed

List of documents reviewed (continued)

» 20230315 POL GE MIN FINAL - No redactions required.pdf
* 20230419 POL GE MIN FINAL Redacted!.pdf

Strategy and supporting business plans

Group Executive meetings papers and minutes

* POL GE Agenda & Papers 20220914 FINAL Redacted! Redacted. pdf + 20230517 POL GE MIN FINAL - No redactions required.pdf + Minister Hollinrake letter to POL Chair 29.06.2023.pdf

* POL GE Agenda & Papers 20221012 FINAL Redacted1 (1)Redacted + OS COMMERCIAL Sarah Munby to Henry Staunton Strategic
v1.pdf Board papers and minutes (continued) Priorities 2022.pdf

* POL GE Agenda & Papers 20221123 FINAL Redacted! Redacted.pdf * part-and-parcel-the-econmic-and-social-value-of-post-office -

« POL GE Agenda & Papers 20221214 FINAL Redacted! Redacted. pdf + 01.02 20231128 POL Board MIN v REDACTED FOR UKGI London Economic Report.pdf

+ POL GE Agenda & Papers 20230111 FINAL Redacted vi.pdf ¥ SRR MRS RAPAL R IR RECAITECEFRR UK * Purpose and vision for GT - Strategy. pptx

* 20220927 POL Board MIN Signed Redacted

+ 20221101 POL Board MIN Signed Redacted

* 20221206 POL Board MIN Signed Redacted

+ 20230124 POL Board MIN Signed Redacted

» 20230309 POL Board AdditionalMINSigned.pdf

+ 20230524POLBoard Additional MIN Signed.pdf

* 20230606POLBoardMINSigned. pdf

* 20230711POL Board MINSigned.pdf

* 20230711POLBoardStrategyMINSigned.pdf

* 20230712POL Board Strategy MIN Signed. pdf

* 20230817POLBoard Additional MIN SignedRedacted. pdf
+ 20230926 POL Board MIN Signed. pdf

+ 01.0220231128 POL Board MIN vi REDACTED FOR UKGI

«  Written Resolutions

* POL GE Agenda & Papers 20230222 FINAL Redacted.pdf
+ POL GE Agenda & Papers 20230315 FINAL Redacted.pdf
* POL GE Agenda & Papers 20230419 FINAL Redacted.pdf
* POL GE Agenda & Papers 20230419 FINAL Redacted.pdf
* POL GE Agenda & Papers 20230628 FINAL Redacted.pdf
* POL GE Agenda & Papers 20230628 FINAL Redacted.pdf
+ POL GE Agenda & Papers 20230913 FINAL Redacted.pdf
+ POL GE Agenda & Papers 20231011 FINAL Redacted.pdf

+ 20220914 POL GE MIN FINAL Redacted!.pdf

+ 20221012 POL GE MIN FINAL Redacted!.pdf

» 20221123 POL GE MIN FINAL - No redactions required.pdf
+ 20221214 POL GE MIN FINAL - No redactions required.pdf
+ 20230111 POL GE MIN FINAL Redacted.pdf

+ 20230222 POL GE MIN FINAL - No redactions required.pdf

° GrantThornton GrantThormton © 2024 | 124



Appendix 7 - List of documents reviewed

List of documents reviewed (continued)

Skills Assessment

* NED Committee Membership Skills Matrix 20230821 v2.docx

* Past/Ongoing Reviews
+ 07.00 POL Board Ethos Programme 20230926 FINAL.docx

* App 9 Post Office Limited Internal Audit EQA - Final Report
06.05.22.pdf

* 11.01.00 POL Board Annual Governance Report 20230328 FINAL
(2).docx

* amanda-burton-report-review-of-the-transformation-incentive-
scheme.pdf

* 11.01.00 POL Board Annual Governance Report 20230328 FINAL
(2).docx

+ 2022 EDI Survey Results and Insights vO.04 for publishing -
PDF.pdf

* ARC Committee Evaluation Report 2022-23.docx

* POL Board Evaluation Report 2022-23.docx

» Nom Co Evaluation Report 2022-23.docx

* Rem Co Committee Evaluation Report 2022-23.docx

* Legally privileged confidential - Phase 7 narratives — 081222 -
draft.docx

* App @ Post Office Limited Internal Audit EQA - Final Report
06.05.22.pdf

* Remediation Committee (FKA Historical Remediation Committee)
* 07.00 POL Board Ethos Programme 20230926 FINAL.doc

o GrantThornton

review-of-the-governance-relevant-to-post-office-limiteds-senior-
executive-remuneration.pdf

280923 - SS and A Burton Report Recommendations Plan
September 2023.pdf

Terms of reference for sub-committees

and working groups

20230301 Data Governance Committee ToR FINAL.docx

20230907 POL Group Executive Terms of Reference
Approved.docx

20230401 Health and Safety Sub Committee ToR FINAL.doc
20230401 Health and Safety Sub Committee ToR FINAL.pdf
20230302 Improvement Delivery Group 2 ToR FINAL.docx
202308 Investment Approvals and Delivery Group ToR FINAL.pdf
20230926 POL Investment Committee ToR FINAL.docx
20230906 POL Opex Committee ToR FINAL.docx

202306 Post Office Pension Plan Governance Group ToR FINAL.pdf
POL RCC ToR Approved 20230906 by GE.docx

20221214 Property Committee ToR v6 FINAL.docx

20230802 Retail Committee Terms of Reference FINAL.docx
20220428 SPMP SteerCo ToR at Pages 21622 FINAL.pptx

20221214 Technology Committee Schedule 1to Terms of Reference
FINAL.pptx

20221214 Technology Committee Terms of Reference FINAL.docx

POL00448771
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Risk management

20221031 Group Risk Management Policy vi.4.pdf
20221031-Risk-Management-Policy-Guidelines-v1.0.pdf

2022-Technology-Risk-Appetite-Statements-and-Tolerance-
levels.pdf
20230216-SNOW-Risk-Management---Quick-Reference-Guide
v1.0.pdf

20230216-SNOW-Risk-Management-User-Guide v1.0.pdf
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List of documents reviewed (continued)

Previous Board effectiveness reviews

* 15 BoardandCommitteeEvaluationReport201920 POL Board
20200408 final (1)

* 11.01 POL Board Stereo and Committee Evaluation - Progress 2021-
22 20230124 FINAL.docx

* 13.02 POL Board Stereo and Committee Evaluation Report 2021-22
20220329 FINAL.docx

* 13.01 POL Board Stereo Evaluation Report 2022-23 20230606
FINAL.docx

* 08.01 POL Board Independent Audit Board Review 20210330.pdf
* POL Board Evaluation Report 2022-23.docx

« CONFIDENTIAL AND PRIVILEGED - 20230727 -POH —~ DRAFT BSFf
Ongoing POL Governance Review - AB Reviewed for confidential
informatio.docx

Role profiles

* 05_POL Board Members & Executives.docx

Registers of attendance at board

and committee meetings

* POL Register of Attendance 2022-23.xlsx
* POL Register of Attendance 2023-24 .xlsx

o GrantThornton

Board induction
* Board induction materials and succession plans

Conflict of interest

= Conflicts of Interest Policy March 23.pdf
* PO Group Register Ofinterest Current (POL Only).xlsx

Assurance framework

* POL ARC POL Control Framework 20220926 FINAL AM DO NOT
EDIT.docx

* Integrated Assurance GE Submission 5 July 2023.docx
* 20230322Policy-Exception-Note--PEN--FormFinalv1.0.docx
+ 20231010Policy-Exception-ProcessHow-To-Guidev1.0.pdf

» 2023-Commercial-Risk-Appetite-Statements-and-Tolerance-
Levels.pdf

+ 2023-Governance-Risk-Appetite-Statements-and-Tolerance-
Levels.pdf

* 2023-People-Risk-Appetite-Statements-and-Tolerancevi.pdf
* PO Harm Table Ver Mar 22 FINAL.pdf
+ central risk team slide pack

» 20231206 PO Enterprise and Intermediate Risks and
Mitigations.xlsx

POL00448771
POL00448771

Commercial in Confidence

Internal Audit Charter and Plans

07.05.00POLARCInternal Audit Update Appendix
120220926FINAL.pdf

Appendix 1 FY23 |A Plan Refresh Sept 22.pdf
Appendix 1 FY24 |A Plan.pdf

IA Report ARC Dec22.pdf

IA Report ARC Jan23.pdf

IA Report ARC Mar23 - Final.pdf

Internal Audit Charter V0.2 May 23.pdf

July ARC IA Update vi.pdf
POLARCInternalAuditUpdate20220329 (002).pdf
POLARCInternalAuditUpdate2022

Internal Audit and Risk Divisional Structure.pptx

External Audit management letter

POL Management Representation Letter FY2021-22SIGNED. pdf

Corporate governance policies and procedures

2022- 2023 Modern Slavery Statement - Approved.pdf
20221031 Group Risk Management Policyv1.4.pdf
2023 Contract Execution PolicyCLEAN.docx

ABC Policy v8.0 July 2023.pdf
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List of documents reviewed (continued)

*  AML CTF Policy v10.0 July 2023.pdf

* Business Change Management Policy v2.4 2023.pdf
* Business Continuity Management Policy (002).pdf

+ Conflicts of Interest Policy March 23.pdf

* Cuyber and Information Security Policy 3.1 2023.pdf

* Document Retention and Disposal Policy v2.0 Clean.pdf
* Financial Crime Policy v8.0 July 2023.pdf

» FOIEIR Policy v3.1 2023.pdf

* Group Legal Policy .pdf

* Health and Safety Policy V8. 2023.pdf

* HMRC Fit and Proper Policy Standard v5.0.pdf

* Law enforcement policy v1.0 Sept 21.pdf

* Our Code of Business Conduct.pdf

* Physical Security Policy v3.0.pdf

* Remuneration Policy for the Executive Directors.msg

+ POL Pay Directive 07 2023 Senior Managers.pdf

* POL Pay Directive 06 2023 Middle ManagersFinal.pdf
* POL Pay Directive Ot 2023 CWU Grades Final v2.pdf

* PO Group Contract Execution Policy Quick Reference Guide
August 2023 CLEAN.docx

* PP1 Procurement Policy V24.6.pdf
* Protecting Personal Data Policy vit.1 2023.pdf
* Speak Up Policy v.8 May 2023.pdf

o GrantThornton

* Treasury Policy V0.2 2023.pdf
* Treasury Policy DA Matrix August 2023.pdf
* Vulnerable Customer Policy V3.3 Sept 22.pdf

« First Draft HM Governance Paper Incomplete work product (as sent
to POL on 3 April 2023(79793441.1).docx

Postmaster Policies

* Guide to the postmaster support policies v3.0.pdf

* Network Cash and Stock Management Policy V3.1.pdf

* Network Monitoring and Branch Assurance Support Policy V3.2.pdf
* Network Transaction Corrections Policy V3.2 pdf

* Postmaster Account Support Policy V3.2.pdf

* Postmaster Accounting Dispute Resolution Policy V3.2.pdf

* Postmaster Complaint Handling Policy V3.2.pdf

+ Postmaster Contract Performance Policy V5.0.pdf

* Postmaster Contract Suspension Policy V5.0.pdf

» Postmaster Contract Termination Decision Review Policy V3.0.pdf
* Postmaster Contract Termination Policy V5.0.pdf

* Postmaster Decision Review Policy V2.2.pdf

* Postmaster Onboarding Policy V3.1.pdf

* Postmaster Training Policy V3.1.pdf

Culture documentation

+ Culture strategy.pptx

* PO-Ways Of Working new text_red.png
* PO-WaysofWorking-CommitmentCardsAS. pdf
* Ways of working image.jpg

Stakeholder list

+ Communications Master Stakeholder List.xlsx

Board rolling agenda and governance map

* 00 POL Board Agenda 20240130 v7 FINAL
* POL Board Governance Map DRAFT.xIxs

Board rolling agenda and governance map

*  FINAL DRAFT - Guide to IDG improvement tracking- 190722.docx
* IDG Dashboard - Progress Report October 2023 v1.1.pptx
+ ClJ4 Shortfalls — Storyboard v1.0 (002).pptx

* Draft - Governance framework — Horizon and IT business area v2
120822 .docx
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Appendix 8 - Glossary

Glossary

POL00448771
POL00448771

Commercial in Confidence

Full version

Abbreviations

POL, the Company
POI

FRESH

FRES

DBT, the Shareholder
The Code

The Government Code

Foundational governance documents

HMG

UKGI, the Shareholder Representative
The Inquiry

The Review Reports

AR
RACI

ToR
DoA
FOI

MI

Full version

Post Office Limited

Post Office Insurance

First Rate Exchange Services Holdings Limited
First Rate Exchange Services Limited
Secretary of State for Business and Trade

UK Corporate Governance Code 2018
Central Governance Code 2011

The Articles of Association, the Shareholder Framework
Document and the Funding Agreement

His Majesty’s Government
UK Government Investments Ltd
Post Office Horizon IT Inquiry

Amanda Burton and Simmons & Simmons reports
and recommendations

Appointed Representative

Responsible, Accountable, Consulted and Informed
model/matrix

Terms of Reference
Delegation of Authority
Freedom of Information

Management Information

o GrantThornton

Abbreviations

L&D
LTIP
NED/INED
SID
CEC
CFO
CPO
CIO
COO
CRO
CTO
GE

SEG

KT

ARC
Rem Co
Nom Co
Sub Co

FY
WTW

Learning & Development

Long-Term Incentive Plan

Non-Executive Director/Independent Non -Executive Director
Senior Independent Director

Chief Executive Officer

Chief Financial Officer

Chief People Officer

Chief Information Officer

Chief Operations Officer

Chief Risk Officer

Chief Transformation Officer

General Executive

Strategic Executive Group

Leadership Team

Audit and Risk and Compliance Committee
Remuneration Committee

Nomination Committee

GE Subcommittees including Risk & Compliance Committee (RCC),
Investment Approvals & Delivery Group (IADG), Retail Committee,
Improvement Delivery Group (IDG), and Health & Safety Board (HSB)

Financial Year

Willis Towers Watson
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