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Foreword

Since the publication of the 2008 network report, two key milestones have
been reached. Firstly, the Network Change Programme, which involved the
compulsory compensated closure of 2,432 post offices, has been completed,
and the focus of policy makers has shifted to securing a sustainable network
of 11,500 post office outlets across the UK. Secondly, after a protracted
period of uncertainty, it was confirmed that Post Office Limited (POL) will
continue to hold the vitally important contract to operate the Post Office Card

Account.

Both subjects generated extensive media coverage and widespread political
debate. The sometimes ferocious arguments over whether an individual post
office should close has visibly demonstrated the high value people place on
their local post offices and the services they provide. Greater usage of their

post office is the best way to ensure continuity of this vital service.

® The aim of the Network Change Programme was to establish a stable
network for the future. As well as the compulsory compensated closure
of 2,432 post offices, the programme created just over 500 new
outreach services. These provide customers with access to post office
products and services in communities where a traditional post office is
not viable or practical. Research by Consumer Focus, the consumer
watchdog, shows that outreach services can be effective in meeting
consumer needs. Most customers are adapting well to using outreach
services and many subpostmasters are tailoring them to the needs of
the local communities. However, they are still far from perfect, and
Consumer Focus has made recommendations on how outreach
services can be improved. It is important that Consumer Focus should
continue to identify and monitor the long term implications of the
Network Change Programme and the effect it has had on the
accessibility and sustainability of the network and benefits brought to

customers.

® The Government announced in November 2008 that POL had been

awarded the contract to continue providing the Post Office Card
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Account (POCA). Our 2008 network report stressed that this contract
was key to ensuring the sustainability of the network as it provides an
important source of revenue for post offices, both directly and through
the associated footfall.

Issues for the year ahead

Looking forward it will be important for POL to work with government to
finalise a long term strategic vision to secure the sustainability of the 11,500
existing post offices outlets and just over 500 new outreach services that

make up the network today.

We wel come POL" s a soperatng pafitenmproved dy A76m
- from a loss of £34m in 2007-08 to a profit of £41m in 2008-09. This

significant financial turnaround moves the company into profit after a decade

of losses. However, POL " s c u vitallg riepends roo fthet abi | i t
Government®s annual Net work Subsidy Paymen
,hon c¢comme poficesaPOL p®sai m, S e-yearplanfwasta it s f i

return to profitability by 2011 after taking account of the Government* s £ 150 m
annual subsidy to support the social network. Whilst there are encouraging

signs that POL is on track to meet this objective, the hard work must continue

in order to build profitability in the present difficult economic circumstances.

The annual Network Subsidy Payment is a commitment of public funds only
until 2011. We would encourage the Government to make clear its intentions
for the network after 2011 within the next few months in order to give POL

more certainty and to enable it to plan for the longer term.

Whilst POL itself is now profitable, according to the National Federation of
SubPostmasters (NFSP) the incomes received by approximately half of the
11,000 plus subpostmasters - who are at the heart of the network — are
believed to be less than £10,000 per annum after tax. Such low incomes
could, in the longer term, pose a threat to the sustainability of the network
because subpostmasters wishing to retire may find it difficult to find a buyer

for the Dbusi ness aWhileat is“egcouragingg tocnoten tbat, r n

according to POL, the market for taking on post offices is currently returning
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following the Network Change Programme, there remains a pressing need to
bring more customers into the post office - whether it be by expanding
financial services offerings or by securing a greater share of central and local

government services.

The right corporate governance structure for the Network

Last year we said that government should consider a demerger of POL from
the rest of Royal Mail Group Ltd. This proposal received strong support from
some quarters, but not from others. The Hooper Report in December 2008

recommended, amongst other things that, POL should remain wholly within

public sector ownership in recognitd.i

the wide range of non-postal services it provides. The Hooper Report also
recommended there be a strategic partnership between Royal Mail and one or
more private sector companies with demonstrable experience of transforming
a major business, ideally a major network business. The 2009 Postal
Services Bill which was published shortly after the Hooper Report, the
passage of which has now been delayed, would have achieved only a part of

what we had recommended.

Postcomm continues to believe that a full demerger would enable each
organisation to focus more effectively on its own challenges. A properly
managed demerger would help to secure a sustainable network by increasing
the opportunity for POL to acquire new sources of revenue and allow it to
work more closely with communities to tailor post office services to the needs
of local users. Our argument for a demerger is quite separate to any debate

about the ownership structure of the two businesses.

I n |l ast year s report we said that

directly with third parties about pursuing business with mail, courier and
express companies that were not part of the Royal Mail Group. These
companies serve the rapidly growing parcels and packets market, where
Royal Mail is competing with several other large operators. With the letters
business now in structural decline, we believe it is essential that POL should
be in a position to derive full benefit from growth in the parcels and packets

market.
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Since that report, the inter-business agreement between POL and Royal Mail
has changed removing the exclusivity clause and covering POL"s participation
i n discussions and negotiations in

licence which covers access to postal facilities. We wel come
announcement in April 2009 that it has agreed a contract with private mail
company DX Grouptoenabl e DX"s customers to

branches that could not be delivered. We encourage POL to continue to seek

new business opportunities.

The important role of Consumer Focus

Over the past year Postcomm has sought to create a close working
relationship with Consumer Focus to support its work on post office issues,
transferred to it following the abolition of Postwatch. We are pleased to note

the significant contribution that Consumer Focus made to POL “ s Code

Practice on publicconsul t ati on for any future
the network in local areas. The code sets out how POL will communicate and
explain local changes, when it will ask for views from the local communities
affected, and how those views will be taken into account. It is very important
that POL should have created such a transparent process for any future
localised changes in the network, which we welcome. Going forward, we
would expect Consumer Focus to monitor the code to ensure that its aims are

being met.

By returning to profitability in 2009, after taking account of the annual network
subsidy payment, POL has taken a major step forward. We have also seen
encouraging evidence of the team at POL delivering its strategy. However,
much still needs to be done to ensure a sustainable and thriving network of

post offices that meets both the social and commercial needs of its customers.

Nigel Stapleton
Chairman, Postcomm

October 2009
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Summary

S.1 There have been many changes in the post office network since
2000, but its key assets have been retained. Si nc e Po sfitst o mm" s
network report in 2000, the network has lost about 6,000 post offices
through regular year-on-year closures and two major closure
programmes. There has been an increase in the use of direct
payments and internet transactions, a drop in government business,
the development of new products, and the introduction of a new long-
term strategy, including a more transaction-based pay package for
subpostmasters. Throughout these changes, the network has retained
its key assets: a reach to every part of the UK, massive face-to-face
interaction with customers, and a lot of trust and recognition from the

public.

S.2  2008/09 has seen the resolution of two major challenges to Post
Office Ltd (POL): the compensated closure programme of 2,432
branches, and the awarding of the Post Office Card Account (POCA)
contract. This combination should give POL a more settled period to
consolidate its position, and build on various opportunities.

S.3 The current focus on the future of the post office network, and the
opportunities which could make it more sustainable, should be
maintained. There has been much discussion about the future of the
post office network and the opportunities to make it more sustainable.
Postcomm considers that there is no single solution. Continuing to look
at opportunities t o be a “front of fi
continuing to develop financial services, taking opportunities offered by
the growth of the packets" market, capitalising on POL " cere strengths,
and alignment of costs more closely to revenue, are all needed to place

the network on a stronger financial footing.

S.4 There should be more commercial freedom for POL and more

transparency in its arrangements with Royal Mail. Postcomm has
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S5

consistently said that there is a strong case to demerge POL from the

Royal Mail Group in order to:

a. allow POL and Royal Mail to focus on their own challenges.

Ulti matel y, t@rekete ndwork sustainabte;

. give POL more commercial freedom. We understand that the

revised inter-business agreement between POL and Royal Mail
removes the exclusivity clause and covers POL" s par t i
discussions and negotiations in accordance with Condition 9 of

Royal Mai | “s | i c e nc epostahfacitities; ana

provide more transparency about the financial agreements
between the two organisations. Last year we examined whether
the trading arrangements between POL and Royal Mail were on
a commercial basis and cost-reflective. We concluded that it is
i mperative that POL"s costs i
are clearly understood. Without compromising commercial
confidence, we believe this should provide appropriate
i nf ormati on -base aRdOtk agseememtsswith Royal
Mail and other postal services operators to enable effective
scrutiny by the Business, Innovation and Skills Select

Committee and Consumer Focus.

Consumer Focus has an important role in protecting the interests

of post office consumers. Consumer Focus has the power to make

investigations in relation to post offices®, and we believe that Consumer

Focus should carry on the work of Postwatch in championing the needs

of post office customers. Consumer Focus has made an important

contribution t o aPtieL dnspublC ccaneultatmr for P r
he

business as usual

changes to t

sets out how POL will communicate and explain local changes, when it

will ask for views from the local communities affected and how those

! Section 16 of Consumers, Estate Agents and Redress Act 2007 gives Consumer Focus the
power to investigate any matter relating to the number and location of Post Offices in the UK.

cipatio
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n
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views will be taken into account. Going forward, we would expect

Consumer Focus to monitor the operation of the code.

S.6 The Government and POL need to set a long term vision for the
network. The Government and POL should develop a long term vision
taking account of s t a k e h aiéwd,artgdlarly in light of the current
£150 million annual network subsidy coming to an end in 2011. In its
report Post offices 1 securing their future, published in July 2009, (see
Chapter 4) the House of Commons Business, Innovation and Skills
Committee said government commitment was needed to give the post

office network a strong future.
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1. Introduction

About Postcomm

1.1.

1.2.

1.3.

This i s Postcomm®s niUKtpdstoHice naiverk.

Postcomm — the Postal Services Commission — regulates the licensed
UK addressed mail market and, through its licence, requires Royal Malil
Group Limited to meet the reasonable needs of customers in relation to
access to the universal service. We do not regulate post offices or

make decisions about closures.

We also have a duty to provide advice and information to the Secretary
of State for Business, Innovation and Skills on the post office network
under section 42 of the Postal Services Act 2000. This requires us to
give advice about the number and location of post offices and the
accessibility of postal and other post office services. We publish this

annual network report to meet that requirement.

About Post Office Ltd (POL)

1.4.

1.5.

1.6.

POL is a wholly owned subsidiary of Royal Mail Group Ltd and
operates under the Post Office® brand. With a nationwide network of
around 11,500 post offices and new 500 outreach services, it is the
largest retail branch network in the UK, handling more cash than any
other business. The UK post office network is the largest in Europe.

373 post office branches are managed directly by POL. The remainder
are managed on an agency basis either by subpostmasters/mistresses
or franchise partners. P O L “franchise partners include the Co-op,
Tesco, SPAR, Londis and WH Smith.

The social purpose of post offices is widely recognised. The Managing
Director of POL, Alan Cook, has described post offices as commercial
businesses with a social purpose. In support of this, recent research
into the social value of the post office network? showed the attachment

the public have with the post office network and the House of

2 http://www.psc.gov.uk/post-offices/research.html

report
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Commons Business, Innovation and Skills Committee® report on post
offices discussing the evidence it received to its enquiry, highlights the

social importance of the post office network.

Types of Post Office®

Crown post offices

1.7.

1.8.

1.9.

1.10.

1.11.

Crown post offices are directly managed by POL. Currently there are
373 crown post offices making up 3% of the network. POL has said
that it is committed to retaining the same number of crown offices until
at least April 2011.

In 2006/07 the Crown network lost £70 million (compared to a loss of
£184 million for the network as a whole), but at the NFSP annual
conference Alan Cook said that whilst losses at crown offices had

reduced, they were still losing money.

Over the last two years POL has established 82 crown post office
branches within WH Smith stores but there are no strategic plans for
further franchising after this point.

POL has a comprehensive programme for modernising the remaining
crown post office network including creating a more welcoming
customer environment and introducing self-service positions for malil

products and techniques to reduce queues.

Due to the recent establishment of crown offices in WH Smith stores
and the ongoing investment into modernising the crown network, POL
says that payback from these activities will be over an extended period.
As these changes are included in the POL workplan from 2005-11, it
has said that it will not know the full extent of the financial implications

of these activities until after the end of that plan.

3 http://www. publications.parliament.uk/pa/cm200809/cmselect/cmberr/371/37102.htm

* Taken from
http://www.berr.gov.uk/whatwedo/sectors/postalservices/postofficenetwork/typesofpostoffice/p

age28881.html
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Franchise post offices

1.12. Franchise offices currently make up 4% of the network. The process of
franchising crown post offices to established retailers began in the late
1980s. Franchising ensures that customers continue to enjoy access to
POL products and services in key locations across the UK. Franchise

partners are bound by stringent contractual requirements to ensure that

(7]

high service standards are maintained after transferring from P OL

direct management.

Sub post offices

1.13. Sub post offices, operated under contract by individual sub

postmasters, currently make up 87% of the post office network.

1.14. The £1.7 billion financial package announced by the Government in
May 2007 to support the network up to 2010/2011 includes an annual
subsidy of £150 million to POL to support around 7,500 non-
commercial sub post offices, in urban and rural areas, from April 2008.
The Government also decided that up to 2,500 sub post offices should
close, a development mitigated by the introduction of at least 500 new
outreach services in some rural areas under the Network Change

Programme.

1.15. The aim o f the Government*s Net wofork Chang:
business from closing branches to migrate to remaining branches to
help ensure the viability of the remaining sub post office network.
Figures submitted by POL to a National Audit Office inquiry show that
the amount of business migrating from closed post offices to those
remaining is higher than expected at 88%, against a target of 80%. The
report states that the higher level of migration has the effect of
increasing business at the remaining branches and improving their

sustainability®.

1.16. At the same time POL is providing additional products, extra counter

positions and improving access at many of the remaining post offices.

° http://www.nao.org.uk/publications/0809/the post office network change.aspx
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Outreach services

1.17. Outreach services involve core post offices providing, or arranging to
provide, post office products and services to rural areas using different
methods; this can include vans which take post office services to
communities that do not have a post office. Outreach services now

make up 7% of the network.

1.18. There are four types of outreach service: Partner, Hosted, Mobile and
Home Service. All provide access to core POL products and services
but, in the case of Hosted, Mobile and Home Services, there are
restricted opening hours. Partner services are available the whole time
that the allied retail outlet is open, providing longer opening hours than
traditional post offices.

1.19. POL had already introduced outreach services over a number of years
in several hundred rural locations across the country before the start of

the Network Change Programme.
Creating a sustainable network

1.20. In 2006/07, POL and the Department for Business, Innovation and
Skills® (BIS) agreed to a new business strategy with the aim of creating
a sustainable post office network and returning POL to profitability.
The strategy focussed on reducing costs and increasing revenue.

1.21. The four main elements of the strategy were:
e restoring Crown offices to profitability”;
e central cost cutting efficiencies;

e compulsory closure of up to 2,500 post offices with payment of
compensation to sub-postmasters and offsetting this with the
introduction of 500 newout r each services (known

Change Progr a mmeaiid) ;

® BIS was previously the department for Business, Enterprise and Regulatory Reform which
was previously the department for Trade and Industry.

" POL has clarified that its aim is to return to profitability with the help of the £150m annual
network subsidy payment from government.

Postal Services Commission 13 October 2009
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e developing and expanding new business, such as in telephony and

financial services.

1.22. The strategy was supported by funding from BIS, agreed in May 2007,

of up to £1.7 billion consisting of:

e £176 million cost of the Network Change Programme, mainly in
compensation for sub-postmasters when their sub post offices were

closed;

e £750 million network subsidy payment over five years, comprising
£150 million per year between 2006 and 2011;

e £620 million to cover loans POL owed to Royal Mail Holdings, as
well as future losses, to enable the company to avoid insolvency;

and

e £150 million of support for other initiatives including central cost

reductions and the changes to Crown offices.
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Chapter 2

2. The post office network in 2008-09

Network size in 2008/09

2.1.

At the end of 2008/09, POL reported that the total number of post
offices was 11,952, down 1,615 from the previous year (a decrease of
11.9%). This is a significant change from 2007/08 when there had
been a decrease of 4.59% compared to the previous year. The
2008/09 figure reflects the implementation of the Network Change
Programme under which 2,432 post offices were shut. However, there
were also other reasons for closures such as the voluntary resignation

of agents and the end of contracts.

Table 1: Total number of post office branches for the last 22 years
(source: POL)

Net

Variance | % Change

from from

Total at previous | previous

Year Year end | year year
1987/88 21,071 140
1988/89 21,030 41 0.19%
1989/90 20,871 159 0.76%
1990/91 20,638 233 1.12%
1991/92 20,160 478 2.32%
1992/93 19,958 202 1.00%
1993/94 19,782 176 0.88%
1994/95 19,607 175 0.88%
1995/96 19,414 193 0.98%
1996/97 19,251 163 0.84%
1997/98 19,008 243 1.26%
1998/99 18,775 233 1.23%
1999/00 18,393 382 2.03%
2000/01 17,846 547 2.97%
2001/02 17,584 262 1.47%
2002/03 17,239 345 1.96%
2003/04 15,961 1,278 7.41%
2004/05 14,609 1,352 8.47%
2005/06 14,376 233 1.59%
2006/07 14,219 157 1.09%
2007/08 13,567 652 4.59%
2008/09 11,952 1,615 11.90%
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2.2.

2.3.

Just over 500 additional outreach services were introduced as part of
the Network Change Programme with the total number of outreach
services rising significantly from 121 in 2007/08 to 625 in 2008/09 --
an increase of 504 services. Satellite services are only offered in rural
areas. Out of the overall decrease of individual post offices by 1,615.
Table 2 shows that:

e rural contracts decreased again this year with an 840 reduction on

last year (compared to a decrease of 335 in 2007/08); and

e urban and urban deprived contracts also showed a decrease, with a
total of 775 fewer contracts (compared to a decrease of 317 in
2007/08).

Table 2: Breakdown of contract types by rural, urban and urban
deprived areas (number of post offices, end of March 2009,
source: POL)

Urban | Grand
Contract Type Rural | Urban | Deprived Total
Satellite 178 178
Franchise 43 289 104 436
Crown 16 242 115 373
Modified Sub Post Office
(MSPO) 211 309 90 610
Scale Payment Sub Post
Office (SPSO) 5494 | 3,197 1,039 9,730
Outreach (Mobile, Home
service, Partner) 625 625
Grand Total 6,567 | 4,037 1,348 11,952
(Grand Total for last year) | (7,407) | (4,661) | (1,499) | (13,567)

Table 3 illustrates the changes in branches in the English regions,

Northern Ireland, Scotland and Wales. They show that:

e the highest percentage losses were in London and the highest net

variances were in the South West, North West and London; and

e East Midlands had the lowest percentage losses while Northern

Ireland had the lowest net variance.
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Table 3: Change in post office branches by region over 2008/09

(source: POL)

Number of

post Number of

office post

branches | office

at end branches

March at start of | Net %
Region 2008 April 2009 | Variance | Loss
NORTH EAST 576 494 -82 -14.2
NORTH WEST 1,311 1,143 -168 -12.8
YORKSHIRE AND
THE HUMBER 1,144 1,018 -126 -11.0
WEST MIDLANDS 1,091 941 -150 -13.7
EAST MIDLANDS 957 903 -54 -5.6
SOUTH WEST 1,549 1,306 -243 -15.7
SOUTH EAST 1,545 1,407 -138 -8.9
LONDON 846 679 -167 -19.7
EAST OF ENGLAND 1,305 1,159 -146 -11.2
NORTHERN
IRELAND 528 488 -40 -7.6
SCOTLAND 1,599 1,443 -156 -9.8
WALES 1,116 971 -145 -13.0
Total 13,567 11,952 -1615 -11.9

2.4. Table 4 shows the changes in branches in the English regions,

Northern Ireland, Scotland and Wales. It shows the following:

e as in the previous year, Wales maintained the highest percentage of
rural branches (71.5% of all branches). The other areas with mainly
rural provision also remained unchanged from last year and were
the South West of England (70.8%), Northern Ireland (68.6%) and
Scotland (67.8%); and

e unsurprisingly, the London region retains the highest proportion of
urban branches, with 99.1% of all branches being in urban deprived
or other urban areas. The North West has the second highest

number of urban branches overall, with 64.2% of branches being in

either urban deprived or other urban areas.
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Table 4. Regional proportions of each type of post office branch
at the end of March 2009 (source: POL)

% Urban
deprived
in
relation
% Urban % Urban to all
Region % Rural | Other deprived urban
North East 50.0 30.8 19.2 38.5
North West 35.8 41.0 23.2 36.1
Yorkshire and
The Humber 51.3 33.2 15.5 31.9
West Midlands 44.0 39.6 16.4 29.2
East of
England 63.2 33.3 3.5 9.4
South West 70.8 25.1 4.1 13.9
South East 51.7 45.2 3.1 6.3
London 0.9 78.2 20.9 21.1
East Midlands 63.8 28.7 7.5 20.8
NI 68.6 16.8 14.5 46.4
Scotland 67.8 21.7 10.5 32.7
Wales 71.5 17.5 11.0 38.6
Grand Total 54.9 33.8 11.3 25.0

2.5. During 2008/09, POL reported that it reduced its overall headcount
from 9,163 to 8,736 — a fall of 427. Staff numbers have remained fairly
stable from 2007/08 in all areas. Table 5 below shows the numbers of
POL staff and agents at 31 March 2009.
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Table 5: POL numbers of staff and agents at 31 March 2009 (2008

numbers in brackets). Source: POL

426 (447) HQ staff develop strategy, manage client relationships, develop
products and services and finance

Finance 80

Change & Info. Systems 184

Marketing 103

Sales 40

Other 19
2539 (2648) Operations Staff 158 (176)
manage the end to end Retail Support Staff
operation (including personnel input data and
and training) and manage and process
provide Cash to the network transactions
Agency Development 22
Agency Support 261
Agency Network Change 86
Network Support 216
Operations Service Delivery 87 g:gggﬁt and
HR 136 .
Property 68 Accounting 158
Security 61
Supply Chain
(Cash & Stock) 1602

5613 (5892) directly run branch employees work in 374 (403) post offices which
are owned and run by Post Office Ltd

2.6. Table 6 shows that the Network Change Programme was the main
reason for subpostmasters leaving in 2008/09 (65.05%) compared to
2007/08 when voluntary resignation was the main reason. The
percentage of subpostmasters leaving due to Network Change nearly
doubled in 2008/09 compared to 2007/08 (34.68%).
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Table 6: Reasons for leaving recorded from subpostmaster exit
papers (all branches) source: POL

2008/09 2007/08
% %

Abandonment 0.09 0.18
Contract
terminated by
agent 0.79 1.37
Contract
terminated by
POCL 0.70 1.01
Death 1.12 2.1
End of contract 8.79 14.64
End of Season 0.28 0.27
Family transfer 0.19 0.64
Network Change 65.05 34.68
Resign to avoid
termination 0.74 0.55
Voluntary
resignation 22.24 44.56

POL’s financial position and revenue structure 2008/09

2.7. Table 7 shows the trend in the remuneration of branches that were sold
in 2007/08 and 2008/09 and Table 8 shows remuneration of all
branches in the network. Remuneration is based on the volume of
sales, and only reflects post office business. It does not include

revenue from any associated retail business.
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Table 7: Remuneration of post office branches sold in 2007/08 &
2008/09 (source: POL)

2007/08 | 2008/09 | 2007/08 | 2008/09 | 2007/08 | 2008/09
%Urban
%Rural Deprived %Urban other

Upto
£5k 13 11 0 0 2 1
5-10k 13 11 0 0 0 2
10-15k 16 13 1 2 0 2
15-20k 11 12 4 0 1 2
20-25k 11 7 5 4 3 7
25-30Kk 8 14 7 18 8 9
30-35k 6 5 6 9 11 7
35-40k 5 5 14 14 9 9
Over
£40k 16 22 63 54 65 61

Table 8: Remuneration of all Post Office branches 2008/09
(source: POL)

2007/08 | 2008/09 | 2007/08 | 2008/09 | 2007/08 | 2008/09
%Urban
%Rural Deprived %Urban other

Up to
£5k 8.8 7.7 0.3 0.5 0.8 0.5
5-10k 10.4 9.7 0.1 0.3 0.2 0.5
10-15k 19.6 16.4 0.6 0.5 0.6 0.5
15-20k 13.4 13.9 1.7 0.9 1.6 1.1
20-25k 10.7 11.6 6.0 5.1 4.7 3.9
25-30k 6.8 8.8 7.4 7.4 8.1 7.4
30-35k 6.8 6.4 11.2 10.1 10.9 10.3
35-40k 5.1 53| 11.9 11.7 12.0 10.9
Over
£40k 18.5 20.2| 60.9 63.4 61.2 64.8

2.8. Table 7 shows that urban and urban deprived branches sold in 2008/09
were more likely to be high earning branches, with just over 50% of
branches sold in these categories earning more than £40,000 per year.
By contrast, rural branches sold had less of a focus on one range of
earnings, with the two highest percentages of branches sold earning
£25,000-£30,000 (14% of branches) and over £40,000 (22%).
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2.9.

2.10.

2.11.

2.12.

2.13.

Table 8 shows that there continues to be a contrast in earnings of rural
branches compared to urban/urban deprived branches. Whereas
nearly 34% of rural branches earn £15,000 a year or less, very few
urban and urban deprived branches earn so little, 1.5% and 1.3%
respectively. The marked contrast between earnings is also reflected
in the number of high earning offices: 20.2% of rural branches earn
over £40,000 a year compared to 63.4% of urban deprived and 64.8%
of urban branches. However, compared to last year the percentage of

rural branches showing remuneration of over £40,000 did increase.

Last year" setwork report said that upward trends in earnings were to
be expected due to the effects of the Network Change Programme.
Compared to last year, all areas in Table 8 saw percentage increases
in the over £40,000 category this year. The rural network also saw
increases in the percentages of post offices in the higher remuneration
bands. For urban and urban deprived areas, the majority of post
offices still sit in the higher pay brackets with increases in the
percentage in the highest band, although the lowest two pay brackets
also showed slight increases. However, POL has stated that this data
does not take into account the full impact of the benefit of migrated
traffic related to the Network Change Programme as many closures did

not happen until part way through 08/09.

Table 9 shows that in the financial year ending March 2009, POL
reported that it made an operational profit of £41m. This includes
revenue from the annual network subsidy from the Government of
£150m.

POL also reports that in 2008/09 the £150m annual network subsidy
payment to POL was partially offset by an adjustment reflecting slower
than expected migration away from POCA accounts. Therefore, the

actual money paid over in subsidy was £145.9m.

Of the £1.7 billion funding package from the Government to POL up to
2010/11, the non-annual subsidy payments are being paid under the

Industrial Development Act (IDA). In April 2008 two lump sum capital
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2.14.

payments of £77m and £75m were made to POL under the IDA. BIS
has said that there will be no more IDA payments under the current

government package i.e. up to 2010/11.

The result keeps POL on track with the aim in its five year plan to
return to profitability by 2011%. The 2008/09 results represent a
significant financial turnaround compared to the extent of past annual
The 2008/09 profit of £41m compares to a 2007/08 loss of

£34m — a £75m improvement over the year.

losses.

Table 9: Royal Mail Holdings plc, Report and Accounts, Year
ended 31 March 2009 (source: POL)

Post Office Ltd 2008/9 2007/8 2006/7
£m £m £m

Turnover 1111 1119° 1141

Social Network 150 150 75

Payment

External Revenue 1261 1269 868

Operating profit / 41 (34) (108)

(loss) before

exceptionals

Underlying (109) (184) (183)

operating loss

before exceptionals

2.15.

2.16.

Table 10 shows that POL's overall improvement in 2008/09 was driven
by a substantial reduction in costs of £86m (7%), offset by slightly lower
revenues and profits from joint ventures. The £86m cost reduction was
spread around the costs of the network, with the largest contributor
being the Network Change Programme to reduce the costs of agency

branches.

A summary reconciliation of the two years' costs would be as follows:

® POL has confirmed that its aim is to return to profitability with the help of the £150m annual
network subsidy payment from Government.

® This was reported as £761m in Table 1 of the 2007-08 annual network report. The figure is
£1119 when taking into account of £358m inter business income i.e. £761m + £358m.
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Table 10:

2007-08 Profit / (Loss) (E34m)
Cost of agency branches: £40m
Direct staff costs: £19m
Sales & Marketing: £10m
Systems costs: £12m
Lower revenues inc Joint (E10m)
ventures

Other £4m
2008-09 Profit / (Loss) £41m

2.17. Tables 11 and 12 show that overall, POL income has held at levels
similar to 2007/08. However, product revenue has continued to

decrease year on year.

Table 11: Total POL income (in £ million) source: POL

£m 03/04 04/05 05/06 06/07 07/08 08/09
Product revenue 1278 1287 1173 1141 1119 1111
Network Subsidy Payment 75 150 150
Total Gross Revenue 1278 1287 1173 1216 1269 1261
218. The revenue related to POL"s four “pr

significantly over the past five years. A breakdown of POL revenue by
financial services, telephony, mails and government can be seen

below:

Table 12: Post Office revenue by pillar (expressed as a percentage

of total POL revenue excluding social network payments)

PILLAR 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
Financial Services 28.6% 26.1% 26.9% 28.0% 29.3% 30.5%
Telephony 0.8% 1.2% 3.5% 8.1% 9.0% 10.7%
Mails (Inc Retail & Lottery) 27.5% 27.8% 29.8% 33.6% 35.3% 35.1%
Government 43.1% 44.9% 39.6% 30.3% 26.4% 23.7%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
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2.19. The trends of the past few years have continued in 2008/09 in terms of

the make-up of POL " s— whhursvenues somn government

services declining, financial services and telephony growing and the

mail services showing a slight decline. POL explains the changes as

follows:

financial services — bill payment is now in a position where it is fully
competitive in its market place. Financial services have continued to
be strong despite the wider economic issues within the UK. Travel
services have shown strong growth. POL now has more than two
million financial service customers;

telephony - the Homephone offer has particularly driven revenue
growth;

mails overall has seen revenue improvement with strong growth on
behalf of Parcelforce masking slight decline in revenue from Royal
Mail Letters (as a result of a general decline in letter volumes); and
government services have seen a continuing revenue decline as
revenues from motoring and card account fell as customers used
other channels. However, the retention of the POCA contract, the
agreement with DVLA for photo licence renewals and the positive
approach currently being taken by government to the idea of using
post offices as , f r ont owfefr incomeand that there is

potential for future improvement in this sector.

Customer usage and satisfaction

Customer usage

2.20. In 2008 Postcomm® snnual Customer Survey®® showed that 64% of

residential customers post their mail at the post office with 47% of all

residential customers using both letter boxes and the post office to post

their mail. The research showed that people are making fewer visits to

post offices to post their mail, with a little over a third (37%) visiting at

19 hitp://www. psc.gov.uk/postcomm/live/about-the-mail-market/customer-needs-

survey/2009 02 Customer Survey 2008 - Report.pdf
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2.21.

2.22.

least once a week and just 14% going several times a week. This is a
significant decline since 2007, when almost half (48%) were visiting the
post office at least once a week to post mail. The only subgroup using
the post office significantly more is the 65+ age group, 54% of who visit

at least once a week.

For small businesses, 47% of small medium enterprises (SMES) use
the post office to post their mail. Businesses using their post office
would visit it regularly and frequently (75% of all SMEs use their post
office at least once a week and most of these (51%) go several times a
week). The frequency of use was positively correlated with usage
levels, as might be expected: (multiple visits per week fall from 51% of
thet ot al sample to 36% among ,I| ow

,high" J)spenders

The recent research into the social value of the post office network*
found that 2% of households and 9% of SMEs interviewed did not use
the post office in the last year. The majority of these respondents (63%
of households and 56% of SMESs) had no need for post office services.
The research also asked respondents what they valued the most about
the post office network. Convenience was the most valued aspect of
the network for both households and SMEs, with postal services

second.

Customer satisfaction - outreach

2.23.

Recent research published by Consumer Focus'® shows that outreach
services can be effective, with most customers adapting well to using
mobile services and with many sub postmasters tailoring the services
to the needs of the local communities. However, the research also
highlighted some key concerns with the outreach service and has
made recommendations on how it can be improved. More details on

this research can be found in Chapter 5.

M hitp://www.psc.gov.uk/post-offices/research.html

http:/lwww.consumerfocus.org.uk/en/content/cms/Publications Repor/Publications Re

por.aspx
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3. Key developments in 2008-09

Progress on POL'’s five year plan

3.1. POL aims to return to profitability by 201 1 and Postcomm®s an
network reports published in 2007 and 2008 summarised the aims and
objectives of P Oleofward: five2eleveny @tle iplangsl a n
based on a combined strategy to reduce costs and increase income by
targeting, in particular, on the growth of financial products and
telecoms. The plan requires POL to modernise its network (agents and
crown offices), preserve quality of service, and have a smaller turnover

with a focus on value-added products.

3.2. POL says it has continued to stay on track with its plan and its reported
progress for 2008/9 is set out below against each of the aims of the

strategy:

e Return to profit by 2011 In the financial year ending March 2009,

POL made an operating profit of £41m®* mainly driven by the
Network Change Programme. This compares to a 2007-08 loss of
£34m — a £75m improvement over the year (both figures include the

Government s annual subsidy psoyment tc
POL would have made a loss in 2008/09 without the subsidy).
However, as table 11 of Chapter 2 shows, product revenue has

decreased year on year.

e Focus on four product and service pillars which are telecoms,

financial services, mails and retail, and government. The strategy

predicted that financial services and telecoms would be the key
growth areas up to 2011, mails and retail are the bedrock of the
business, and that revenue from government services would decline
to 2011. The 2008-09 POL revenue figures show that these
predictions are proving accurate with the percentage of total overall

® POL has clarified that its aim is to return to profitability with the help of the £150m annual
network subsidy payment from government.

* The profit referenced here is the operating profit pre-exceptional items. The compensation
payments for the Network Change Programme were regarded as exceptional items and were
provided in the 2008 accounts.
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revenue continuing to increase for financial services and telephony
and the percentage of revenue from mail and government declining
(see table 12 in Chapter 2). POL continues to offer a wide range of
products across its four pillars, as shown in Annex 2. Chapter 4
sets out where POL has developed new opportunities, for example
the deal with DX Group enabling DX customers to collect items from
post office branches. POL is also using crown offices to experiment
with new models including installing 175 Post and Go machines and
employing 400 financial services specialists.

e Offer modern and relevant channels. This includes completing the

Network Change Programme, renovating crown offices to transform

them into “flagship Wwbbhmpansthmasst erhsdr neas
potential, and ensuring more sales can be made through call

centres and the internet. POL has confirmed that its internet and

call centre volumes are increasing. The Network Change

Programme is discussed in more detail below.

e Build streamlined operations. By 2010/11, POL aims to reduce its

central cost base by £270 million a year, compared to what it would
have been, had no management action been taken. It includes
savings of £50 million from upgrading the Horizon transactions
system, P OL “cemputer system infrastructure supporting the
network. Although the roll out of the new Horizon on-line system
will happen in the first quarter of 2010, POL has said that it is on
track to achieve the savings as the timing of the roll out has not
impacted on the savings position as payments are based on a
revised contractual basis that came into force at the start of 09/10.
In 2008/09 POL did meet an objective set out in its five year plan to
ensure that the Cash in Transit business made a profit.

e Win customers" hld a POLs aima rtad builthiits d s

reputation for new products in financial services and telephony, so

that customers purchase these from POL as a matter of course.

> POL has also launched a two-year mystery shopper programme to improve standards
across the network by ensuring that post offices are delivering good customer services, as
well as consistency in the physical look and feel of branches.
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3.3. Inthe 2007/08 network report, Postcomm identified two key milestones
for POL to stay on track with its five year plan in 2008/9:
e completing the Network Change Programme; and
e securing the Post Office Card Account (POCA).
These developments are discussed in more detail below.

Network Change Programme
Background
3.4. InMay2007,BIS®announced the Government“s finasa
future of the post office network. The Government was committed to
maintaining a network which had national coverage and which was
more sustainable!’. To do this it provided a new financial framework to
support sustainability and recommended the compensated closure of
up to 2,500 post offices from the existing network of 14,219 branches,
just under 20% of the network. The Government also decided to
provide funding for 500 new outreach services to mitigate the impact of

the compensated closures.

3.5. To ensure reasonable access to post offices was maintained following
the proposed closures, the Government required POL to adhere to
distance based access criteria when implementing the closures. These
criteria are different to, and more stringent than, those applicable in
respect of the density requirements on Royal Mail to provide universal
service access points under condition 3 of the licence granted by

Postcomm.

3.6. The minimum access criteria introduced by the Government are,
nationally:
e 99% of the UK population to be within 3 miles, and 90% of the
population to be within 1 mile of their nearest post office outlet;
e 99% of the total population in deprived urban areas across the UK

to be within 1 mile of their nearest post office outlet;

'° See footnote seven above.
7 Statement on the Post Office by the Rt Hon Alistair Darling MP, then Secretary of State for
Trade and Industry, House of Commons, 17 May 2007 and press release of the same day.
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e 95% of the total urban population across the UK to be within 1 mile
of their nearest post office outlet; and

e 95% of the total rural population across the UK to be within 3 miles
of their nearest post office outlet.

3.7. In addition, for each individual postcode district:

e 95% of the population of the postcode district to be within 6 miles
of their nearest post office outlet.

3.8. In applying these criteria, the Government required POL to take into
account obstacles such as rivers, mountains and valleys, motorways
and sea crossings to islands to avoid undue hardship. POL is also
required to consider the availability of public transport and alternative
access to key services, local demographics and the impact on local
economies when drawing up area plans. The information used by POL

initially to select post offices for closure included the following criteria:
e size of branch, particularly visits by individual customers;
e proximity to other post office branches, based on road distance;

¢ financial benefit to POL, including net subpostmaster pay costs
saved and other costs to POL, taking into account any business
that is predicted to be lost; and

e relative size, compared to surrounding branches.

3.9. In July 2007, POL began implementing the closures as the ,Network
Change Programme™.

Update
3.10. The Network Change Programme was originally expected to be

completed by late 2008, but was completed in summer 2009'®. POL
states that the completion of the programme puts the network in a more
sustainable position while still meeting the social accessibility

requirements of the Government.

®YNAO report on BERR"s oversight of the post office
2009, pg 6. http://www.nao.org.uk/publications/0809/the post office network change.aspx
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3.11.

3.12.

3.13.

Recent figures provided by POL show that, at the end of March 2009,
there were 11,952 Post Office outlets. There have been 2,383
branches closed as part of the Network Change Programme and the
anticipated final number of compensated closures is 2,435.

To the end of March 2009, the number of new outreach points opened
under the programme was 433. The final number of outreach points to

be opened under the programme is expected to be 507.

POL estimates that the costs of the Network Change Programme will
be £176m which is mainly the payment of compensation to sub-
postmasters. The programme is expected to deliver on-going net
savings of £45m a year. This means that the costs of the programme
will not be fully met by the savings until 2011-12*°,

National Audit Office (NAO): Study on Network Change Programme?°

3.14.

3.15.

In June 2009, the NAO published its report on the Network Change

Programme. Thereportassessed Bl S*s rol e

e selecting the closure programme;

e setting the criteria;

e reviewing the programme plan to see if it would meet its overall
objectives;

e monitoring the progress of the closure programme; and

e responding to issues discovered during the monitoring.

The NAO found that the Network Change Programme largely met its
targets, but that the implementation by POL of some outreach services,
planned for 500 locations where conventional post offices were closed,
was behind schedule. It also stated that the handling of some of the
early post office closures at the local level also suffered from poor
communication, but that subsequent changes were made to improve

the process.

' The £41m profit made by POL in 2008/09 is the operational profit pre-exceptional items.
Compensation payments made under the Network Change Programme were regarded as
exceptional items and were provided in the 2008 accounts.

20 http://www.nao.org.uk/publications/0809/the post_office network change.aspx
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3.16. At March 2009, the projected final cost of the programme was £161
million, down from the original estimate of £176 million. After
completion of the programme, POL plans to deliver savings of £45
million a year. The NAO says the ongoing benefits of the programme
will exceed the one-off costs, notably the cost of compensating

subpostmasters, from 2011/12 onwards.

3.17. The 42 local public consultations run by POL on the closure plans
resulted in the withdrawal of 92 closure proposals, and 48 others were
brought forward as substitutes. The NAO found some closures suffered
from poor communication which caused resentment among some local

customers.

3.18. Originally it was planned to close up to 2,500 offices, offset by the
creation of at least 500 new outreach services such as mobile post
offices. The programme putting these in place was planned to be
complete by late 2008. At March 2009, 433 of the planned outreach
services were open. Planned capacity improvements at nearly 700
existing post offices which are expected to take more business as a

result of closures had been completed in only 447 post offices.

3.19. The Comptroller & Auditor General Ti m Burr conemwerkt ed: “T
Change Programme has been implemented in a way which has met
most of its targets and the closures are nearly complete. But
communication around the programme could have been better, and

there is still work to do to complete the late runningout r each servi ces

Public Accounts Committee (PAC)

3.20. Following publication of the NAO report, representatives of BIS, POL
and Consumer Focus appeared before the House of Commons Public
Accounts Committee on 29 June 2009% to discuss some of the
findings of the report. The PAC will publish its report on 12 November
20097,

L An uncorrected transcript of the oral evidence can be found here:
http://www.publications.parliament.uk/pa/cm200809/cmselect/cmpubacc/uc832-i/uc83202.htm
22 http://www.parliament.uk/parliamentary Committees/committee of public_accounts.cfm
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Beyond the network change programme

3.21.

POL " s a ithe size ®f thie petwork to be stable at around the level
that will emerge from the National Change Programme, which is
consistent with the funding that government has put in place to 2011,

and consistent with the access criteria outlined by government.

Post Office Card Account (POCA)

3.22.

A new contract for a successor to POCA was awarded to POL in
November 2008. The contract is due to run from 2009 until 2015 with
the possibility of a two year extension. Postcomm has said in previous
annual network reports that it considers the POCA contract to be key to

the sustainability of the post office network.

Background

3.23.

3.24.

3.25.

The POCA allows account holders to withdraw pension and other

benefits in cash at the post office. It was introduced in April 2003, as

part of the Government®s decision

into bank accounts. POCA helps to fulfil the Government's
commitment of allowing people to access their pensions and benefits in
cash at a post office if they choose to doso. Her Maj esty
and Customs, the Northern Ireland Social Security Agency and the
Service Personnel and Veterans Agency also dispense some of their
funding through the POCA.

Account holder numbers peaked in 2005, and have subsequently
shown a steady but small decline. Although the POCA was designed
for those who could not open or operate a bank account, it is believed
that approximately 70% of POCA customers have some form of bank
account. However, the POCA is particularly important for special

interest groups such as pensioners.

The new government card account banking services, the successor to
POCA, which will be introduced in March 2010 will be a simple card-
based, customer-owned account. The main difference to POCA is that

customers will be able to withdraw cash at post office operated ATMs
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3.26.

3.27.

3.28.

as well as over a post office counter?®. The opening of the account will
also be more automated, and it will be easier and quicker to correct if

mistakes are made when paying out benefits and pensions.

Postcomm identified that it was important for POL to be successful in
getting the contract for the replacement of the POCA. The contract was

key to the sustainability of the network because:

e around 10%** 0of subpostmasters® income

POCA transactions, rising to 12% in urban deprived offices . POL
also reports that the POCA generates £200 million income a year
and the department for Work and Pensions (DWP) estimates the
five-year contract for the successor to POCA to be worth between
£400 and £800 million; and

o the POCA also generates footfall for post offices. POL estimates
that some 6.5 million customer visits are made each week in order
to carry out POCA transactions and around £2 billion of what is paid
out through POCA accounts is subsequently spent in the retail side

of sub post office businesses.

On awarding the contract to POL, DWP asked it to provide some
modest enhancements to the POCA to ensure that it will provide a
better service to customers. POL has already introduced a facility to
correct mistakes, for example, if the customer withdraws more than
they intended to and wants the money immediately put back into their

account.

Other enhancements to POCA include: a simpler opening process for
customers, faster clearance of payments into a card account and
access via Bank of Ireland cash machines located in post offices. The
existing 3.7 million POCA customers can continue to receive their

benefits via POCA. They do not need to take any action at all.

23 Statement by the Parliamentary Under-Secretary of State for Work and Pensions, 17 May

2007.

! The NFSP subpostmaster income survey published June 2009 states this has reduced to

7%.
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Consumer Focus

3.29.

3.30.

3.31.

3.32.

3.33.

Consumer Focus was established by the Consumers, Estate Agents
and Redress (CEAR) Act 2007 and started work in October 2008. It
was created by merging the consumer bodies of the National
Consumer Council, Postwatch and energywatch. Under the CEAR Act,
Consumer Focus has the power to investigate any matter relating to

the number and location of post offices in the UK.

Post wat ch, one of C o aecessom dadies,Fwas u S
involved in monitoring P O L “pmoposals in relation to the Network
Change Programme, and working to ensure they took into account the
needs of affected communities. This arrangement continued until the

end of the closure programme.

In the 2007-08 network report, Postcomm identified a continuing need
to monitor accessibility to post offices. We said that that it would be
important for Consumer Focus to take a close interest in the network
and for 1t to be a str oedyinaethoo o a t
post offices. More specifically, we wanted Consumer Focus to
continue reviewing the accessibility of branches and the facilities they

offer.

The Community and Public Services team within Consumer Focus
promotes innovative models for sustainable community services and
amenities, including post. It looks at the role and accessibility of
essential public services and seeks to improve services for citizens,
advocating the need for public services (which includes post offices) to

be more consumer-focused.

We wel come the fact t hat Consumer
March 2010%° sets out specific workstreams on the monitoring of the
post office networKk. The wor kpl an
the post office network, including an evaluation of outreach services in

urban and rural areas, and their impact on the quality of service

% Section 16 of Consumers, Estate Agents and Redress Act 2007.
*®http://www.consumerfocus.org.uk/en/content/cms/About_Us/Work planning/Work planning.

aspx
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available to UK consumers in line with the Code of Practice agreed with
Post Office Limited”.

Code of practice for ,business as wusvual ™" c |

3.34. A code of practice on public consultation and communication with
respect to change in the post office network, was published by POL
and came into effect on 1 April 2009. Consumer Focus worked closely

with POL to develop the new code of practice (“the code”).

3.35. The code applies to the handling of post office closures outside of the
Network Change Programme and sets out how POL will communicate
and explain any local changes. L oc al ,business as usual
changes are those that occur outside of the Network Change
Programme and do not include:
e major change/closure programmes; and
e changes to outlets covered by local funding arrangements (such as

those funded by local authorities).

3.36. The code contains a number of consumer safeguards including:
e a requirement for POL to engage with local authorities on

proposals;

a requirement for POL to consider demographics, transport and
local communities when making a proposalon , busi ness as usu

changes;
¢ the inclusion of outreach services within the scope of the code;

e a statement that the decision making process will give due regard to

needs of disabled and vulnerable customers;

e ongoing contact between POL and Consumer Focus to allow
effective dialogue and channels of communication about network
issues and so that Consumer Focus can monitor POL “ s arth er e

to the code; and

e a commitment by POL to respond to consumer complaints under

the code within 10 days.
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3.37.

3.38.

Under the code, Consumer Focus has a complaint handling role if a
consumer feels that POL has not adhered to its commitments on
communication and consultation as set out in the code. Customers
must follow the complaints process agreed with POL before
approaching Consumer Focus with their complaint. Consumer Focus
will review the case and if it determines that POL is in breach of the
code, it can make non-binding recommendations to POL. Consumer
Focus will also monitor proposals to the post office network to ensure

these meet the Gover nment S access crit

levels of network coverage

Consumer F o c umiteds to investigating vehethleri POL has
adhered to its code. Consumer Focus cannot make judgements on the
merits or otherwise of a proposed change, nor seek to veto proposed
changes. Consumers who have complaints on these issues will need to
complain to POL directly. The code will be reviewed in March 2010 by

both parties to ensure that it is still fit-for-purpose.

Post Offices Advisory Group (POAG)

3.39.

Consumer Focus also chairs the Post Offices Advisory Group
(POAG)?” which was formerly the Postwatch Counters Advisory Group
(CAG) . POAG brings together ma
organisations to campaign with one voice on issues affecting post
office consumers. The group strongly supports the recommendations
made in the Business, Innovation and Skills Committee report on
securing the future of post offices (see chapter 4). The group has
published a joint statement calling on government and POL to take

decisive measures to support the long term viability of the network?®.

Role of Consumer Focus

3.40.

Taking into account all of Cons umer Focus

above, Postcomm considers that Consumer Focus is best placed to

2"hitp://www.consumerfocus.org.uk/en/content/cms/Post _Information/Post Office Advisory/P

ost Office Advisory.aspx

Bhttp://www.consumerfocus.org.uk/en/content/cms/Post _Information/Post Office Advisory/P

ost_Office Advisory.aspx

ny
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represent the needs of post office users and evaluate how their needs
are being met by the network. In light of this, Postcomm has informed
Consumer Focus that in future, the annual network report will focus
solely on the statutory requirement to provide information to the
Secretary of State about the number and location of public post offices
and their accessibility to users. This will allow Consumer Focus to take
forward the important role of championing the needs of post office

customers.
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4. Other developments in 2008-09

Independent review of postal services

4.1 On 17 December 2007, the Government announced an independent
review of the postal services sector, led by Richard Hooper. The
review"s termsreeof reference we
e to assess the impacts to date of liberalisation of the UK postal
services market, including on the Royal Mail, alternative carriers
and consumers;

e to explore trends in future market development and the likely impact
of these on Royal Mail, alternative carriers and consumers; and

e to consider how to maintain the universal service obligation in the

light of trends and market developments identified.

42 On 5 March 2008 the Independent Review Panel (“
requested that any submissions be made in two parts:
e the first part to cover the impact of liberalisation, and future market
development; and
e the second to cover the third term of reference, steps to maintain

the universal service.

4.3 The Panel specifically asked stakeholders to respond to the question
“Shoul d Royal Mai | and Post Of f i
same group?” ( &uwessubnittad odr Sesponke t) this

question in our second submission. Our response was informed by the

Ltd

O
D

debate we called for in our previous Network Report on separating POL
from the remainder of Royal Mail Group Ltd. We said that we
considered that there is a strong case for demerging POL from Royal
Mail Group Ltd so that each business can focus more attention on its

own divergent problems.

?® Questions for consultation - Terms of reference No. 3, 6 March 2008, Independent review
of the postal services sector, 2008’
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4.4

4.5

4.6

Postcomm welcomed the review and made its first and second
submissions on 27 March 2008 and 15 May 2008 respectively. On 6
May 2008, the Panel published its initial response to evidence from the
first submissions®. On 16 December 2008, the Panel published its
findings and recommendations in a report, Modernise or decline:
Policies to maintain the universal postal service in the United

Kingdom.3!

The post office network was not included in the terms of reference for
the review. However, in its final report, it recognised that:

...... post offices provide a vital

for residential consumers and small businesses. But the Post Office

provides a much wider range of servi
largest retail and financial chain. For that reason, the size and shape of
thepostof f i ce network | ies wel/l FFeyond

However, the report also stated that:

“ P o@ffice Ltd should remain wholly within public sector ownership.
Given the social obligations of the Post Office, there is little prospect
that the network will be sustained on a fully commercial basis. We
recommend, therefore, that it should remain wholly within public
ownership. To ensure that post offices continue to provide a point of
access to the universal service, we recommend that there should be a
long-term agreement between Royal Mail and Post Office Ltd. We also

believe that the post office could enhance the service available to

poi

nt

ces.

t he

recipients by providing a collection point for parcelsand pac¥ages. ”

The Postal Services Bill

4.7

The Government accepted the recommendations in the report
published by the Panel on 16 December 2008. On 25 February 2009,
the Postal Services Bill was introduced in the House of Lords to bring in

the changes recommended by the Panel. The Bill has now been

¥ The challenges and opportunities facing UK postal services: an initial response to evidence,
Independent Review of the Postal Services Sector, 6 May 2008
*! www.berr.gov.uk/files/file49389.pdf

%2 |pid, page 8
* Ibid, page 14
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delayed by the Government but during its passage through the Lords,
the Government did clarify a number of key issues related to the post

office network as follows:

e the Government has no intention to see another planned
programme of post office closures;

e POL will remain entirely Government-owned;

e the Government would like to create a new board for POL with a
non-executive chair, sitting directly within Royal Mail Holdings plc,
alongside but separate from the Royal Mail Group; and

e any introduction of a strategic partnership for Royal Mail through
legislation will have no impact on the relationship between POL and

Royal Mail, because the latter is a contractual relationship.

The Business, Innovation and Skills Committee (BISC)

Background

4.8

4.9

The BISC is appointed by the House of Commons to examine the
administration, expenditure and policy of BIS and its associated public
bodies, including Ofcom, Postcomm and the Office of Fair Trading
(OFT).

The remit of the BISC reflects the responsibilities of BIS and includes
issues such as the Government's relationship with Royal Mail,

competition policy, business competitiveness and trade promotion.

BISC inquiry on the future of the post office network

4.10 On 11 December 2008, the committee announced an inquiry into the

future shape of the post office network. The inquiry looked at how a
comprehensive network, that provides the services needed by the
public, could be maintained for the foreseeable future. Although, the
Government asked the committee to identify new services to to help
secure the long-term viability of the network, the committee had full
control over the scope of the inquiry and reported to the House of

Commons in the normal way.
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411

412

4.13

4.14

The committee encouraged responses from a wide audience and its
report, published on 7 July 2009, is underpinned by public views**. The
committee received written evidence from central government
departments, consumer bodies, local councils, charities, groups
representing special interest groups and private individuals. Oral
evidence was also given by representatives from POL, the
Communication Wo r k e r s * CWWL), iConsumdr Focus, the NFSP
and other selected bodies.

The report emphasises the value attached to the post office network by
the public, identifies services that it should provide, and, in particular,
calls on all government departments to recognise its potential in
delivering a range of services. The report says that the network can
and should provide mail, financial, local authority, central government
and broader community services and highlights key initiatives in these
areas and makes recommendations on how they can be improved to

help the network.

The committee reported that many of the problems facing the post
office network are a consequence of the Government underestimating
the potential of the network to serve as a link with its citizens and to
provide a choice to the public on how it can access services. The
report is critical of Government departments moving services online,
that could be providedt hr ough the networ k,

income. The report said that however cost-effective it is to provide
services online, it is not always suitable because 40% of households do

not have internet access and those that do may not wish to use it.

One of main conclusions of the report was that post offices should
provide access to enhanced banking services. The committee urged
the Government to select an appropriate system and also to encourage
negotiations between POL and individual banks to improve access to

their services through the network — particularly banks in which the

3 http://www.publications.parliament.uk/pa/cm200809/cmselect/cmberr/371/371i.pdf
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Government has shares. The report said that the Government must

act urgently to resolve this issue.

4.15 The report concluded that a strong government commitment was
needed to enable the network to flourish again. It said that people see
the post office network as a public service and expect the Government
to support it. However, the committee recognised that in exchange for
government support (including financial support similar to the annual
subsidy payment), the network should be as efficient as possible. The
reportconcluded t hat the Government, as POL" s

have to be more involved in the drive for efficiency.
Inter-business agreeement between POL and Royal Mail Group Ltd

4.16 In the 2007/08 network report we explained how the relationship
between POL and Royal Mail Group Limited (in particular the
arrangements for POL to sell mail products on behalf of Royal Mail
Group Limited) was defined in an inter-business agreement (“the
agreement”). POL has said that the agreement with Royal Mail is

important for its business as it representsover 30% of POL"s rev

417 Post comm" also highligbtedtthat the agreement contained an
“exclusivity clause” which prevented POL from entering into discussion
with third parties about services or products similar to those provided
for in the agreement, unless it was invited to do so by Royal Mail Group
Limited.

4.18 Postcomm was concerned that the agreement placed restrictions on
POL which prevented it from seeking opportunities with other
businesses. Postcomm was also disappointed that Royal Mail did not
appear to take any action on a recommendation to engage positively
with other operators to identify potential business for POL and to ease
its restrictions on POL.

4.19 Postcomm welcomes two positive developments this year. First, a new
inter-business agreement which removes the exclusivity clause and
covers POL " s participation i n di scussi ons

accordance with Condition 9 of Ro y a | Mail s |l icence whic
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access to postal facilities. Second, that a contract between POL and

the private mail company DX Group has been agreed.
POL and DX

4.20 On 21 April 2009, POL announced that it had agreed a contract with
private mail company DX Group t

items from Post Office® branches that could not be delivered.

4.21 As well as a fixed contract charge, the Post Office will receive a fee

from DX for every item delivered to one of its branches.

4.22 DX Group is the first private company to reach an agreement to use the
Post Office Collect service. It was initially launched in 92 Greater
London branches in May 2009 before being rolled out nationwide in the

summer.
Other key developments

Refurbishment of Crown offices

4.23 This forms part of the Crownof f i ce i nvestment p
attractive and bright environment in order to retain and attract

customer s

4.24 By the end of July 2009, refurbishment had been completed in 204
Crown branches. POL is aiming to complete all refurbishments by
March 2010.

Post Office and WH Smith

4.25 POL has successfully established 82 branches in WH Smith stores

over 2 years.

426 POL" s c ont r aSmithsset servicehlevavafyreements requiring
guality of service improvements throughout the course of the franchise
arrangement. Consumer Focus has said that there is a compelling case

for extending this form of contractual arrangement to drive up the

0] enabl ¢

rogr ammi

quality of service in poorly performing,, pr obl em®™ br anches.
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4.27 Consumer Focus has said that it intends to monitor closely WH S mi t h " s
tie-up with DHL to offer parcel payment and drop-off facilities at around

400 of its stores.

Post Office Essentials trial

4.28 POL announced in April 2008 that it would be piloting a new type of
outreach service (known as Post Office Essentials) which, if successful,
could be a more cost-effective means of delivering a range of core Post
Office products and services. The trial has a flexible format that allows
operators to offer a core set of post office services over their retalil

counter.

4.29 Post Office Essentials is being piloted within retail convenience stores
across the UK. The first site opened on 1 September 2008 and all 20
pilot offices were operational by early January 2009. The pilot has now
been extended to 24 pilot sites. POL will review the trial at the end of
20009.

Support available to subpostmasters

Support Charter

4.30 POL introduced the , Support Cdulapostmastefs inf Aagust
2008. The charter was developed with input from the NFSP and
clarifies the help and guidance that subpostmasters can expect from
POL and where they can go for advice and support. POL introduced
the charter as it recognised that subpostmasters and agents need
reliable and consistent support from POL to enable them to operate
their branches effectively and provide a high standard of service to

customers.

4.31 POL has reported very positive results from a trial aimed at training
subpostmasters to have the confidence to sell a range of financial
product s. Thi s has been based around
Effectiveness Managers®, each one respo
offices. Those post offices involved in the trial have rapidly delivered

increased sales and POL plans to extend the trial.
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432 POL has al so created ., L he Source", a
subpostmasters to complement the charter. The Source aims to help
agents to more easily contact people in order to help themselves and

their customers.
Subspace

433 In early 2008, POL introduced ubSpace®" a magazi ne
subpostmasters which provides support and advice and a place for
subpostmasters to share their news, experiences and ideas with other

subpostmasters.

Horizon Online

4.34 Horizon Online is the replacement for the existing Horizon computer
system, currently in operation in post offices, which will be piloted in
late 2009. Following the pilot, the new system will be deployed to all
post office branches. One of the key drivers for replacing the existing

system is to reduce annual running costs.

4.35 The move to Horizon Online requires complex technical changes but
POL reports that it continues to make good progress in many areas.
POL sees user involvement as key to the success of the programme
and staff, agents and their representative bodies have been involved in
all stages of development. POL reports that input and feedback from

those involved remains positive.
Postbank

4.36 A Post Bank Coalition has been established to advocate the setting up
of a bank based on the post office network. The coalition currently
consists of representatives from trade unions representing post office
employees, the Federation of Small Businesses, an economics think-
tank and a research group specialising in the environment and climate.
The NFSP, Consumer Focus and the National Pensioners Convention
are not members of the Post Bank Coalition but do support the concept
of a Post Bank. The idea has attracted support in Parliament and

coverage in the media.
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4.37 The aim of a Post Bank is to create a secure, accessible local banking
system by growing the role of post offices. The bank would provide a
national banking system that delivers stable, accessible and
dependable services to the public and businesses.

438 1t i's important to distinguish between
Post Bank, and the financi al services
financial products are currently provided on a purely commercial basis,
and are offered in partnership with the Bank of Ireland, which provides
the capital, and receives 50 per cent of any profits generated. The
coalition considers that a Post Bank should instead operate
independently and while it will be a commercial operation which will
make a profit, the Government could use it as a vehicle to tackle

financial exclusion and help those on low incomes.

4.39 Alan Cook reported to the BISC that he believesPOL i s al ready a *“
Bank” that it meeds to become bigger and more successful. The
creation of a Post Bank offers POL two alternatives: either continuing
its partnership with Bank of Ireland and other financial partners such as
credit unions, or gaining a banking licence. Mr Cook said that POL
does not have the capital required for a banking licence, and therefore
needs to press on with its current plan to build on its financial offerings.

4.40 While Postcomm welcomes any contributions to the sustainability of
post offices, there are other ways for POL to continue to work with the
Bank of Ireland to provide profitable financial services, as well as

building on other strands of revenue.
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5. Building the network of tomorrow

A more flexible network

POL and local authorities

5.1

5.2

5.3

Inl ast yetwrk ‘report, Postcomm encouraged POL to take
advantage of the opportunities offered by local authorities and also for
local authorities to consider ways in which they can sustain local post

of fices to meet their communi ti e

The report outlined an initiative by Essex County Council to open a
post office backed by a local authority under a new model agreed with
POL. The discussions between the council and POL created
considerable interest from other local councils. POL has published a
guidance document setting out a framework against which interested
parties may enter into discussions with it on local funding of post office

services™.

Around 100 organisations including local councils, parish councils and
community groups have had discussions with POL. Currently there are
four locally funded sites operating (three in Essex, one in Stroud) and
we believe that this will increase by a small number in the coming year.
Postcomm is encouraged by these initiatives as they demonstrate that
local authorities and other local bodies can support their post offices to

meet the needs of local residents.

Welsh Assembly Funding

5.4

In July 2009, under the One Wales agreement, the first post offices
were awarded a share of a new £4.5m fund to help subpostmasters
diversify and improve their post offices. The fund will run for three
years and is open to every sub post office in Wales. It aims to help
with business and marketing advice, advertising, training and some set

-up costs for new services.

% www.lga.gov.uk/Iga/aio/772501

S
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CASE STUDY: ESSEX
Following discussions with POL, Essex County Council (ECC) has
pioneered a new model of support for post offices. The first local authority-
backed post office under this new model opened in September 2008.
ECC has been working with POL because it envisaged funding 15 post
offices out of just over 30 branches which had closed under the Network

Change Programme.

The ECC post office scheme was praised by the Government as an
example of excellent community leadership in EC C* Gomprehensive

Performance Assessment.

Benefits of local authority involvement:
e decisions on the future of the network are in the hands of

democratically elected and publicly accountable local leaders;

e can identify the branches on which local businesses and older and
vulnerable residents depend. The network will be shaped by those with

greater local knowledge; and
e can provide greater impetus for localised innovation.

Post Office reopenings:

On 8 September 2008, Station Way Post Office in Buckhurst Hill, near
Epping, reopened for business and in doing so became the first branch in
Britain previously earmarked for closure to be saved. Station Way was
able to do this thanks to the ECC post office initiative that will also see a
range of council services provided through the reopened branch. The
scheme is now set to reopen other previously closed branches across

Essex.

Negotiations to reopen Panfield Lane in Braintree and The Egg Box in
White Notley have been completed. The Leader of ECC, Lord
Hanningfield said: *“1 am delighted that t
back operating, where they rightly belong, at the heart of their
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communities. Work is continuing at a pace now to reopen post offices

across the county and | hope to be announ

CASE STUDY: DEVON
As part of the Network Change Programme in 2008, branch closures in
Devon were considered as part of an Area Plan covering Devon, Plymouth
and Torbay (based on Parliamentary Constituencies). The Devon Rural
Network reported that Devon had closures of nearly 23% compared to the

national profile of 18%°.
Funding from Devon County Council

As Devon is a rural county, and POL was implementing a large number of
outreach services, Devon County Council decided that the most effective
way in which it could support village services was by grant aiding those
former post offices which also provide basic '‘convenience’ retail services,
and which were willing to provide a Post Office Partner service (a type of
Outreach service). The scheme depended on POL agreeing to each
arrangement, and on the agreement of the shop owners concerned. The
grant was for £5,000 per year for 3 years, without strings. These services
were also expected to accept business advice, funded by the Council, in

order to try and improve the long term sustainability of their shops.
Devon and Torbay Post Office Task Force

Post offices eligible for aid were identified by a Task Force which included
experienced elected members, senior council officers, community
representatives, Postwatch, sub-postmasters plus representatives from
Torbay Council, Dartmoor National Park Authority and the Community

Council of Devon.

The Task Force was instrumental in coordinating a response to central
government and in 2009 announced a package of support through Devon
County Council and the Rural Shops Alliance for 15 village shops that

would otherwise face closure with the removal of their post offices.

% Source: Rural Devon Profile 2009, Devon Strategic Partnership
http://www.drn.org.uk/about us/drn-quiding_documents.htm
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The main achievements of the task force were:

e to raise awareness of the issues in Devon and create a scenario in

which to negotiate with POL,;
e to save two post office branches in Torbay;

e to persuade POL to improve its outreach offer (from Mobile to a

Partner Service in the local shop) in fifteen communities; and
e secure a Post Office essential pilot in one community in Devon.

Outreach services

5.5 As part of the Network Change Programme, just over 500 outreach
services have been introduced to ensure that the services offered by
POL would still be available to communities affected by local post office

closures.

5.6 Research published by Consumer Focus in June 2009 examined the
new outreach services to determine whether they were providing a
sustainable and valued alternative to fixed location post offices®’. The
study is based on research conducted towards the end of 2008 by
Postwatch staff and committee members (the national consumer body
for post at the time).

5.7 Consumers in and around 40 different areas where a Mobile, Partner or
Hosted outreach service had recently been introduced were
interviewed. This generated early consumer feedback on the services,
and i nformed Consumergoftediiesehttypesafder st an
outreach service, and helped it to identify ways to promote the viability

of these services.

5.8 The research makes 38 specific recommendations to POL to ensure a
successful and viable future for outreach services, categorised by the
four types of outreach service available: Mobile, Hosted, Partner and
Home. The findings indicate that the three key areas of required work

will be:

$"http://www.consumerfocus.org.uk/en/content/cms/Publications Repor/Publications Re
por.aspx
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5.9

5.10

5.11

e continued promotion of outreach services to raise public awareness

of the services available and increase customer usage;

e working to improve the reliability of outreach services to ensure that
they meet their expected levels of service; and

e ensuring that there are contingency plans to ensure the consistent

provision of outreach services.

Consumer Focus has also commissioned more detailed research to
examine consumer experience of outreach services in regions where
the services have been in operation for six months or more. Its findings

and recommendations will be passed to POL.

Consumer Focus says it is critical that outreach services are effectively
monitored to ensure consumer needs are met. It has negotiated with
POL to include outreach services in the Code of Practice on public
consultation and communication on changes in the post office network
(see chapter 3). This means that POL will consult if it is necessary to
modify an outreach service, where the change involves significantly
reduced hours of service, or the service is proposed to move to a

different location.

Postcomm considers that Consumer Focus has a central role in
ensuring that POL is aware of consumer experiences of outreach
services. Consumer Focus should monitor the effects of any action
taken by POL in response to recommendations to check whether the

consumer experience is being enhanced.

NFSP survey of subpostmaster’s income

5.12

In June 2009 the NFSP published a survey of subpostmasters
income®®. 755 subpostmasters returned surveys based on their
payslips received in March 2009, covering transactions from 29/1/09 to
25/2/09. The survey found that the income subpostmasters derived

from POL that month, was on average £2,882 in net pay. Net pay is

Bhttp://www.nfsp.org.uk/uploads/pdfs/NFSP%20Subpostmaster%20income%20Survey%202

009%20-%20full%20report_final.pdf
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made up of a fixed element and fees from the number and type of
products and services transacted in the post office. Out of this net pay,
subpostmasters pay for the running of the post office, including
overheads and staff wages, as well as taking their personal salary. The

average amount taken as salary was £866 for March 2009.

5.13 35% of the 755 subpostmasters surveyed said their net pay from POL
had increased in the last 12 months. 38% said it was the same and
26% said it had decreased. The survey found that the make up of the
net pay included: 28% from mails transactions, 6% from government
services, less than 2% for telephony services, and 21% from financial
services (which includes: 7% from POCA, 1% from Link and Alliance &

Leicester withdrawals and under 2% for bill payments).

5.14 The NFSP says that many of the new services introduced by POL as
income generators, including Post Office Financial Services, telephony,
home shopping and mails transactions, are producing minimal levels of
income, and in many cases, nothing at all. It concludes that new
sources of income for subpostmasters are urgently needed to avoid

further post office closures.
Opportunities and new initiatives

Services for central and local government

5.15 Community Canvass is a consultation tool which allows residents to
have their say on key local issues via kiosks in their local post office
branch, by direct mail, or using the internet. After running two sets of
successful pilots with local authorities, POL is now considering next

steps.

5.16 POL is also considering developing other services for central and local
government. For example, post offices are enhancing the existing
facility to check passport and driving licence applications, and POL has
agreed a five year contract with the Driver and Vehicle Licensing
Authority (DVLA) to electronically capture biographic and biometric
details to support DVLA"s ten year rene

driving licences. The NFSP welcomed the DVLA deal and sees it as
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an important example of the kind of work post offices can deliver for
government. However, it believes that the service should be offered in

a greater number of post offices.

5.17 POL recently ran successful pilots with four local authorities to collect
data on changing circumstances for housing benefits. Further pilots are

planned.

5.18 Postcomm considers that to achieve sustainability, it is important that
POL builds on the opportunities available and take advantage of the

fact that POL is a trusted brand and has a wide network in the UK.

Financial services

5.19 POL aims to expand its financial services role and intends to launch a
current account next year. It would also like to expand its business
banking through post offices. POL says it is willing to participate in the
Savings Gateway account. From 2010, this government supported

scheme aims to help people on low incomes to save.
Views from Consumer Focus on building the network of tomorrow

5.20 Consumer Focus believes that there are opportunities for the post
office network to be transformed as long as central and local

government and POL realise the postof f i ce net wor ks potent

5.21 Consumer Focus believes that central government and POL should

demonstrate that:
e the post office is an asset, not a burden;

e the network is entering a period of stability with further closures not

foreseen;

e with 11,500 post offices, the network is uniquely well placed for

service delivery, in terms of reach, trust and accessibility;

e the post office is the place for both national and regional

government to offer a greater range of services; and

e the post of fice iIis the place to host
bank?”.
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5.22

5.23

5.24

5.25

5.26

Consumer Focus believes this combination could make a significant
contribution to the viability of the network; and attract a wider customer
base. However, it also recognises that POL operates in a competitive
marketplace where it must offer value for money. POL will need an
innovative approach to anticipate where new services can be offered
through the post office and demonstrate why it should provide them. It
should also make clear its success in becoming more cost effective, to
strengthen the case for governme

to the procurement of relevant services.

Consumer Focus believes that the retention of the POCA contract and
the encouraging signals from government suggest there is a growing
degree of confidence in the network.

Consumer Focus also believes the Government, when awarding
contracts for services, should remember the inherent strengths of the
post office network and the value that these can add to the delivery of
services: it is a trusted brand, a network with unrivalled reach, face-to-
face-service, and an environment that is better suited to certain
transactions than offered by certain competitors (stores or newsagents,
for example). The Government should also recognise the local, social,

and economic role played by the network.

Consumer Focus said that it will strongly support any measures that
enable POL to pursue its own commercial objectives, which may
become increasingly divergent from those of Royal Mail Group. It
considers that POL should be able to create new commercial
partnerships, including offering services in partnership with, or on
behalf of, other mail operators. It said that such innovation, along with
other important new business developments including an expanded
role in relation to government and financial services, are essential

steps in securing the future viability of the post office network.

However, Consumer Focus says it recognises that the contractual
relationship with Royal Mail to offer mail services remains of

considerable importance to POL. It believes the Government should

nt
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secure this relationship through a requirement for Royal Mail to
continue to use the post office network as access points for malil

services.

5.27 Consumer Focus believes that it is important there are strong
governance arrangements in POL, allowing it to pursue its own
commercial objectives in order that the interests of its customers are
represented in group-wide decisions. It considers that POL should look
to ensure that its Board reflects the necessary range of consumer,
commercial and regulatory experience required to enable the company
to develop its own commercial priorities, including where these differ

from the rest of the group.
Views from NFSP on building the network of tomorrow

5.28 The NFSP has set out its vision on the future of the network in a report
entitletdepgsSixo a sust ai na b(bublishedors t of fic
March 2009)*°.

5.29 The report identifies the action that the NFSP believes should be taken
to deliver a sustainable future for the network and will form the basis of
NFSP campaigns throughout the year. Since its publication, the NFSP
General Secretary has written to all government departments to ask
what work they currently provide through the post office and to urge
them to identify new areas of work which could be provided by post

offices.
5.30 The six steps identified by NFSP are:

Step 1: Central government services — the network remains the natural
home for citizens to access the full range of government services;

Step 2: Devolved and local government — local authorities have a
critical role to play in supporting the network by ensuring provision of
council services through local post offices and providing a strategic
framework to achieve this;

Step 3: Banking and financial services—-t he net wor ks geogr ap

%9 http://www.nfsp.org.uk/Six_Steps to _a Sustainable Post Office Network.asp
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reach and high levels of trust present an enormous opportunity to
increase banking provision for communities and small businesses
throughout the UK;

Step 4: Mail — the network is the natural home for all mail needs and
should remain so in a rapidly changing market;

Step 5: Network size and support - there must be no further post office
closures, commitments on future funding and other support are
required; and

Step 6: Local retail — actions to support local high streets and small

shops will help post offices too.

5.31 The NFSP believes that it is vital that the post office network stabilises
at around 12,000 outlets (this number includes outreach services). It
believes that this can only be achieved through more work being put
through the post office — including central, devolved and local
government services; mail; and banking and financial services, based

around the establishment of a UK Government-backed postbank.

5.32 The NFSP states that subpostmasters are increasingly dependent on
Royal Mail transactions, with almost a third of subpostmaster income
coming directly from mail services*. Therefore, to ensure certainty of
this income, it has called for a minimum ten-year exclusive deal for
POL to handle Royal Mail and Parcelforce transactions, as well as
guarantees on limiting both pre-paid items sold outside of the network,

and Post and Go machines.

5.33 The NFSP has voiced concerns that any reduction in the number of
Royal Mail delivery offices would threaten the viability of many
“mai |l work” sub post of fices. There are

run by subpostmasters who provide premises, facilities and supervision

for Royal Mail delivery staff. Mailwork post offices are mainly based in

rural areas; more than 1 in 7 rural post offices are mailwork offices.

9 POL has confirmed that its the interbusiness agreement with Royal Mail Group represents
over 30% of POL"s revenue.
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Annex 1. Progress on recommendations made by
Postcomm in its 2008 report

Every year Post comm revi ews progress 0]
recommendati ons. Last year " s recommendat

progress made this year shown below each recommendation.

Post Office Card Account (POCA)
2008 recommendations

e Along with Postwatch, we believe that customers should be able to access
their pensions and benefits over the post office counter if they so choose.
e As part of the Counters Advisory Group, we believe that Post Office Ltd is

best placed to meet the needs of POCA users.

Progress

In November 2008, a contract for the continuation of the POCA was awarded
to POL until March 2015, with the possibility of a two year extension beyond
that. This will allow customers to access their pensions and benefits over the
post office counter if they choose to. We welcome the contract and the
stability it brings to the post office network.

Network change programme
2008 recommendations

Size of the network

e We share the concerns of the Business and Enterprise Committee,
Postwatch and the National Federation of SubPostmasters that the
network should not decrease in an unplanned way.

e It is important that there should be a vision for the post office network
first, before further discussions about the size of the network after 2011.
We welcome the support provided by the Government to a network of
11,500 offices, but the size and form of the network post-2011 should
follow from a consensual vision for the future of the network.

Progress
The Government has made clear that it will not support a further programme
of post office closures.

BI S*s response ,tnoovatioh and Bkils C omramist (B&EE) s

inquiry into the future shape of the post office network, stated that the

“Government remai ns ¢ g mpastt offieednetwiork witha i nt ai ni

nati onal coverage’. This woul d be
criteria it has set out (see Chapter 3) to limit the distance most people have to
travel to reach their nearest post office and in particular, would protect
vulnerable consumers in deprived urban, rural and remote areas. It also said
that it wanted to see a stable and sustainable network for the future.
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Code of practice for closures
2008 recommendations

e We very much welcome the development of a new Code of Practice for
“business as wusual” c¢closures and
of the network is managed and that there is reasonable access to postal
services.

Progress

A code of practice on public consultation and communication with respect to
change in the post office network was published by POL and came into effect
from 1 April 2009. Consumer Focus worked closely with POL to develop the
new code which applies to the handling of post office closures outside the
Network Change Programme. Consumer Focus is responsible for monitoring
POL"s adherence to the code and bot
worked a year after its implementation.

Consumer representation
2008 recommendations

¢ It will be important that Consumer Focus takes a close interest in the post
of fice networ k, and is a strong a
to post offices. In particular, we hope that Consumer Focus will be able
to continue reviewing the accessibility of branches in terms of the facilities
they offer.

e We hope the Counters Advisory Group will be able to keep contributing to
the debate on post office policy. It is important that the group continues
to feel that any new forum meets its interests and needs.

Consumer Focus
workstreams on the monitoring of the post office network. The Community
and Public services team at Consumer Focus looks at the role and
accessibility of essential public services — which includes post offices.
Consumer Focus has already published research on consumer experience of
outreach services and has committed to further research to find out how the
consumer experience is developing in regions where outreach services have
been in operation for at least six months.

Consumer Focus has also said that it intends to monitor the impact of the
migration of consumers affected by closures and the effectiveness of
improvements to ensure receiving branches can cope with the additional
customers from closing branches.

The Counters Advisory Group (CAG) now exists under the new name of the
Post Office Advisory Group (POAG) — its membership remains the same. The
group meets quarterly and the meetings are chaired by Consumer Focus
Board member Roger Darlington. POAG has set out its terms of reference as
foll ows: “to 1 denti fy censda@dbout ssues iafteeting
the post office network and the consumer experience therein”. It also says
that it will promote and protect the interests of post office consumers through
information gathering, shared research, seminars and lobbying government
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departments and relevant agencies. For example, it has recently issued a
statement on the future of the post office network.

Review of effectiveness of Network Change Programme
2008 recommendations

We believe that the assessment of the overall success of the Network
Change Programme should focus on whether it has placed the network
on a more sustainable footing by cutting costs and making individual
offices more profitable, whilst retaining customers.

We welcome the success factors identified by POL and Postwatch for the
consultation. We believe they should be used to review the consultation
process and that the results of such a review should be made public.

POL should review the impact of the closure programme on post offices
for which closure was revoked.

It will be important to review how neighbouring offices were able to
receive new customers.

We believe that there is a continuing need to monitor accessibility to post
offices.

We are particularly concerned that postal services should be accessible.
A priority for us in the coming year will be to review the impact of the
closure programme on customers and the sustainability of the network,
and in particular to consider our policy on access points to postal
services, currently expressed in

may need to include outreach.

We believe the ability to handle the packets part of the universal service
obligation is an important consideration for any outlet which is an access
point to postal services. We will take this into account when we consider
our policy on access points.

Progress
The NAO has published a report on a study of BIS* over si ght
Change Programme. Highlights from the report include:

at the end of March 2009, the projected final cost of the programme
was £161m, compared to the original budget of £176m;

the programme is expected to deliver the forecast savings of £45m a
year after 2010/11;

the amount of business migrating from closed post offices to those
remaining is higher than expected at 88%, against a target of 80%.
The higher figure for migration has the effect of increasing business at
the remaining branches and improving their sustainability;

at the end of March 2009, four of the five access criteria set by BIS
(see Chapter 3), to limit the distance most people have to travel to
reach their nearest post office, were being met**; and

a review of the consultation process on area plans for closures found
that there were poor communications in the handling of some early

*1 One criterion — that 95% of the population of each postcode area should be within 6
miles of their nearest post office outlet — was not being met in 6 out of 2,796 postcode
districts. This has since been resolved and POL is now compliant with the access
criteria.
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closures and that the six week timescale for a local consultation was
considered to be too short.

On post offices for which closure was revoked a process was established
within the Network Change Programme whereby, if a branch was put into
public consultation and a subsequent decision made not to close, then a POL
Head of Business Development would work with the subpostmaster on how to
best market the branch to seek to ensure business was not lost. The
techniques involved in each case varied according to the circumstances.

Where branches were identified as potential receiving branches, the
implications on them were considered in conjunction with the subpostmaster.
Such branches were clearly named on the consultation materials and any
comments taken into account. If there were identified improvement works at
the receiving branches these were arranged with the subpostmaster and a
grant scheme was established to support them. Around 1277 receiving
branches had their Post Office product ranges extended as a result of the
programme and support was provided to get these new products into place at
the branch.

Consumer Focus has said that it intends to monitor the impact of the migration
of consumers affected by closures and the effectiveness of improvements to
ensure receiving branches can cope with the additional customers from
closing branches.

Consumer Focus has also said it will monitor changes to the post office

net work to ensure t hes e esserigetia. Tthdceiteri®@®isver n me n-

more stringent than the density requirements on Royal Mail to provide
universal service access points in condition 3 of its licence.

Po st c o npositien remains the same on access points. The
appropriateness of the current licence requirements will be reviewed as part of
Post comm" s iweoa rlew price cahteol and revised licence for April
2012.

Local authorities
2008 Recommendations

e It is extremely important to bring post offices closer to the communities
who use them, but also to ensure that post offices kept open contribute to
the overall long-term sustainability of the network.

e There needs to be a strategic view of the opportunities offered by local
authorities and the many initiatives undertaken. We welcome the Local
Government Association® s i ntention to set up
We would also like to explore the usefulness of a working group of
agencies, central government departments, devolved administrations and
other partners which can take a strategic overview of support to post
offices and offer practical solutions.

e We encourage POL to take advantage of the opportunities offered by local
authorities, and local authorities to consider various ways in which they
can help sustain local postoffi ces t o meet their <co

Postal Services Commission 61 October 2009

a grou

mmu n i

ti



Progress

POL has produced formal guidance to local authorities and other interested

parties on how to set up a process to fund a continued service provision at
recently-closed branches. This guidance is publicly available*’. In the case of

the Essex initiative detailed below, a member from POL * s Net wor k Chan
Programme team was seconded to the council to help with the new

arrangements.

The following examples show how local authorities can have an important role
to play in securing the post office services required in local communities:

e In September 2008, Essex County Council became the first UK local
authority to use local funding to reopen a local post office branch closed
under the Network Change Programme. Since then, two more post offices
have been reopened in rural locations. Four more are planned to be
reopened using the locally funded Essex model by summer 2009, with
potentially 10 more to follow thereafter.

e Stroud Town Council is providing financial support to maintain service at
the Uplands post office in the town.

e A Post Office Task Force was set up to represent the communities in
Devon and Torbay affected by local closures. Its main achievements
were:

e saving two post office branches in Torbay from closure; and
e persuading POL to improve its outreach services in 15 communities.

Products and services
2008 recommendations

e We believe that the challenge for POL is to build on the asset of its brand
to raise customers® awar edmeke s pmoductsi|t s wi de
and services appeal to a wider range of customers

¢ A main challenge for POL will be to continue to build on the initial success
of financial services.

Progress
POL has said that the new product areas have provided the growth to offset
revenue falls in the more “traditional” bu

and mail services. It says that there has been an increase in revenues from
telephony and financial services due to a growing customer base in these
areas and that POL has more than two million financial service customers.

Outreach and flexible post offices
2008 recommendations

42 www.lga.gov.uk/lga/aio/772501
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e We consider that flexible delivery of post office services could well prove
key to the future of a sustainable network, if they provide a cost-effective
way to meet customers" needs for p

ost

Progress

Just over 500 outreach points will be introduced as part of the Network
Change Programme. A research report on the initial consumer experience of
the outreach services was published by Consumer Focus in June 2009,
The research found that outreach services are effective in offering post office
services, often in remote locations where there is not a fixed post office. The
research also found that the majority of consumers adapt well to outreach
services and that subpostmasters have tailored their outreach services to
meet the needs of local communities. Despite these positive findings, the
report also sets out recommendations from Consumer Focus to POL on how
outreach services can be improved, especially in relation to how the service is
communicated.

POL has stated that its original pilot work on outreaches concluded that
operating costs to POL could be reduced by up to half with a move to
outreach. POL believes that this alongside the Network Change Programme
achieving its projected cost savings (as stated in the NAO report) is an overall
indication that the cost-effective operation of outreach is being reached.

Agents
2008 recommendations

e |t is important that Post Office Ltd gives the right training to all of its
people, including subpostmasters, in particular on its new products

e On-going business advice is also crucial to help subpostmasters renew
their efforts to sell the new, more profitable products and services.

e We believethat next year “s full revi ew
entire network is a real opportunity to continue the trend of linking
remuneration with the sales effort required and product value.

e |t is also important that subpostmasters are truly rewarded for their sales
efforts.

e We believe that there should be a standard level of service agreement
between Post Office Ltd and its agents, brought into the contract.

¢ In order to achieve this, we would support the availability of grants for the
sub-post office network.

e As with other franchise arrangements, it will be necessary to manage
sensitively those subpostmasters who find the challenges too great to stay
in the business.

o f

Progress

POL introduced the , Susaserstin ADdust A0
The charter has been developed with input from the NFSP. The charter
clarifies the help and guidance subpostmasters and agents can expect from

B« Within reach? Customer reactions to new
10 June 2009.

r te

post
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POL and where they can turn to for advice and support. POL has also created
,the Source®, ctory foredubpgsimasters tocaomplement the
support charter. The Source will help agents to more easily contact people in
order to help themselves and their customers.

For new products, POL provides workbooks, training materials and additional

training by Business Development Managers or the National Business

Support Centre depending on the nature of the product. Further training visits

to the branch can be arranged as necessary. Face-tof ace “conf er ence
events for all subpostmasters have been arranged in the past and can be

used where appropriate.

However, despite this charter, the NFSP considers that not enough money is
being spent on subpostmaster training, and that such training which does
exist is over-reliant on complex written information.

POL and the NFSP are about to enter into negotiations on a revised
subpostmaster contract, that is expected to last for two years.

Changes were made to the remuneration of subpostmasters in 2009 to align
more of their pay with the income they generate. As a result the rates
received for some products increased in 2009. The renewal of POCA also
meant some adjustments had to be made.

As mentioned in chapter 5, the NFSP, in June 2009, published a survey of
subpostmasters income®’. The NFSP says that many of the new services
introduced by POL as income generators, including Post Office Financial
Services, telephony, home shopping and mails transactions, are producing
minimal levels of income, and in many cases, nothing at all. It concludes that
new sources of income for subpostmasters are urgently needed to avoid
further post office closures.

The NFSP General Secretary, George Thomson has called for a grant for the
refurbishment of sub post offices. The crown network is currently undergoing

a £40m modernisation process. The NFSP wants the Government to provide

at least a matching £40m in grants for modernising the rest of the network.

This is an important recommendation in the NFSP ™ §i x Steps to
Sustainabl e Post Of fice Net womgkcentral, epor t .
devolved and local government to reintroduce grants to improve the viability of

individual post offices and the network as a whole to help avert the risk of

future unplanned closures.

“http:/lwww.nfsp.org.uk/uploads/pdfs/NFSP%20Subpostmaster%20Iincome%20Survey%202
009%20-%20full%20report_final.pdf
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Relationship between Post Office Ltd and Royal Mail Group Ltd
2008 recommendations

e We stand ready to assess a request for an access determination under
Condition 9 of Royal Mai | Group Lfgd"s [|ic
network.

e We consider that there is a strong case for demerging POL from Royal
Mail Group Ltd.

e There is not sufficiently robust evidence to form a view as to whether the
remuneration received by POL for the services provided to Royal Malil
Group Ltd is fair and reasonable, and consistent with the charges found in
the commercial sector. We believe that POL needs to gain a much better
understanding of the behaviour of its cost base in the provision of services
to Royal Mail Group Ltd.

¢ We recommend that a greater level of analysis of the costs of POL should
be undertaken prior to the negotiations of the next inter-business
agreement.

e We agree with the Business and Enterprise Committee that there should
be greater clarity about the state of POL finances in relation to the £1.7
billion public subsidy received by POL. We believe that, in relation to the
price control of some of Royal Mali | Gr ou
able to satisfy ourselves that the relationship between POL and Royal Mail
Group Ltd is on an appropriate commercial footing. More generally, we
believe that POL should be as transparent as possible in relation to its
finances, and that the basis of charges from Royal Mail Group Ltd to Post
Office Ltd should be set out in a transparent way.

e A course of action might be for the Government as shareholder to direct
that the restrictions placed on POL should be addressed as part of a
renegotiation of the terms of the inter-business agreement between Royal
Mail Group Ltd and POL.

e The Shareholder Executive could also direct that POL must always be
involved in assessing the merits of any proposal from another operator

e We would like to be able to monitor the conclusions of the inter-business
agreement when it is re-negotiated in future.

Progress

The inter-business agreement between POL and Royal Mail changed this

year, removing the exclusivity clause and covering POL " s participati ¢
di scussions and negotiations in accordance
licence which covers access to postal facilities.

POL reports that its inter-business agreement with Royal Mail is a very

i mportant contract for POL repref@nting o\
reports that the arrangements have been established on commercial

principles, which it regards as fair and appropriate for the services that the

organisation provides for Royal Mail Letters, with a proper understanding of

costs.

In April 2009, POL agreed a contract with private mail company DX Group to
allow DX customers to collect items from post offices that could not be
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delivered first time, either because the item was too big to go through the
letter box or a signature could not be obtained from the recipient.

On-going recommendation

e The Government, POL and other stakeholders should now start
considering the medium and longer-term future of the post office network.

A report on securing the future of post offices published by the BISC says that
the network can and should provide mail, financial, local authority, central
government and broader community services and has highlighted key
initiatives in these areas and made recommendations on how they can be
improved to help the network. It calls for government commitment to ensure
the viability of a network which meets the needs of the public. The report also
encourages more support and involvement by the Government to secure the
future of an efficient network. Consumer Focus and the NFSP both support
the conclusions in the BISC report.
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Annex 2: Additional network information (source: POL)

A.1.1 Table Al: Quarterly changes in network size

%
Net Quarterly

Date Total variances | Change
30.06.02 17518 66

30.09.02 17457 61 0.35%
31.12.02 17415 42 0.24%
31.03.03 17239 176 1.01%
30.06.03 16942 297 1.72%
30.09.03 16692 250 1.48%
31.12.03 16465 227 1.36%
31.03.04 15961 504 3.06%
30.06.04 15656 305 1.91%
30.09.04 15304 352 2.25%
31.12.04 14976 328 2.14%
31.03.05 14609 367 2.45%
30.06.05 14607 2 0.01%
30.09.05 14542 65 0.44%
31.12.05 14528 14 0.10%
31.03.06 14376 152 1.05%
30.06.06 14299 77 0.54%
30.09.06 14263 36 0.25%
31.12.06 14295 -32 -0.22%
31.03.07 14219 76 0.53%
30.06.07 14147 72 0.51%
30.09.07 14118 29 0.20%
31.12.07 14052 66 0.47%
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31.03.08 13567 485 3.45%
30.06.08 13165 402 2.96%
30.09.08 12524 641 4.87%
31.12.08 12046 478 3.82%
31.03.09 11952 94 0.78%

A.1.2 Table A2: Regional changes in 2008/09 for rural post office branches

Rural at
start April | Rural at End
Region 2008 March 2009 | Net Change % Loss
NE England 288 247 -41 -14.2
NW England 482 409 -73 -15.1
Yorkshire & the
Humber 566 522 -44 -7.8
West Midlands 475 414 -61 -12.8
East of England 818 733 -85 -10.4
SW England 1101 925 -176 -16.0
SE England 799 728 -71 -8.9
London 9 6 -3 -33.3
East Midlands 620 576 -44 -7.1
Northern Ireland 363 335 -28 -7.7
Scotland 1073 978 -95 -8.9
Wales 813 694 -119 -14.6
Total UK 7407 6567 -840 -11.3
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A.1.3 Table A3: Regional changes for urban post office branches

Other Other
Urban Urban Urban Urban
deprived | deprived at end at end
at start at end of start of
April March Net April March Net
Region 2008 2009 Change | %Loss/gain | 2008 2009 Change | %Loss/gain
NE England 126.0 95 -31.0 -24.6 162.0 152 -10.0 -6.2
NW England 298.0 265 -33.0 -11.1 531.0 469 -62.0 -11.7
Yorkshire & the
Humber 194.0 158 -36.0 -18.6 384.0 338 -46.0 -12.0
West Midlands 166.0 154 -12.0 -7.2 450.0 373 -77.0 -17.1
East of England 34.0 40 6.0 17.6 453.0 386 -67.0 -14.8
SW England 59.0 53 -6.0 -10.2 389.0 328 -61.0 -15.7
SE England 38.0 43 5.0 13.2 708.0 636 -72.0 -10.2
London 164.0 142 -22.0 -13.4 673.0 531 -142.0 -21.1
East Midlands 72.0 68 -4.0 -5.6 265.0 259 -6.0 -2.3
Northern Ireland 71.0 71 0.0 0.0 94.0 82 -12.0 -12.8
Scotland 161.0 152 -9.0 -5.6 365.0 313 -52.0 -14.2
Wales 116.0 107 -9.0 -7.8 187.0 170 -17.0 -9.1
Total UK 1499 1348 -151.0 -10.1 | 4661.0 4037 -624.0 -13.4
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A.1.4 Table A4: Chronology of product development

February 04 On-demand bureau de change services extended to 1700 branches. Post office launched foreign exchange
in 1993, and pioneered 0% commission in 2001 and is now the market leader

March 04 Post Office Financial Services joint venture formed with Bank of Ireland to deliver financial services products
under the Post Office brand

March 04 Unsecured Personal Loans - first product to be launched by Post Office Financial Services

July 04 Motor insurance launched in partnership with Junction, brokering a panel of 22 leading insurers

August 04 Post Office Savings Stamps relaunched

October 04 First Growth Bond issued, five issues in total so far

November 04 Home and Contents insurance launched

December 04 First Guaranteed Equity Bond issued. Seven bonds have since been launched

January 05 Post Office Homephone launched — a fixed landline service undercutting BT

January 05 Stakeholder Child Trust Funds launched in conjunction with Family Investments

July 05 1,000 new free-to-use Post Office ATMs announced — to be provided in conjunction with Bank of Ireland

September 05 EHIC check and send service launched, superseding E111s

September 05 New Credit Card | aunchmedetfieanngacnil gueg ,two
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September 05
January 06
January 06
March 06
April 06

April 06

June 06

June 06

June 06
October 06

November 06

February 07
February 07

February 07

High street retailer Gift Vouchers launched with The Gift Voucher Shop
Alan Cook appointed Managing Director, Post Office Ltd
Directory Inquiries 11 88 55 service launched

Bureau de change annual turnover hits £2.5bn

Post Office Instant Saver account launched—guar ant eed to remain at or above

Postal Orders overhauled for 125" birthday — available for the first time in any denomination to help customers
make online purchases

Travel Money Card launched to make it easy and secure to take holiday money abroad

500 additional new free-to-use Post Office ATMs announced — to be provided in conjunction with Bank of
Ireland

Lifestyle Protection Insurance launched
Commission free foreign purchases introduced on Post Office credit cards

Travel insurance voted Best Direct Provider by consumers at British Travel Awards. Originally launched in
1996, Post Office was first insurance provider to offer Kids Go Free as standard with all policies in 2002

On-demand bureau de change network expanded to 7400 branches
New Van Insurance product launched offering free physio sessions for claimants

First Five Year Saver launched. Four subsequent issues so far
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May 07 One millionth customer milestone reached by Post Office Financial Services — including 500,000 insurance
policy holders

May 07 B2B Payout service launched
August 07 MoneyGram service, offered at Post Offices since 1997, extended to all branches

September 07 Over-50s Life Cover product launched

October 07 Post Office Broadband service launched with no rural surcharges and unique cash payment option

October 07 New Post Office Life Insurance launched

November 07 Christmas Savers Club launched

November 07 Voted favourite travel insurer by consumers at British Travel Awards for 2" year running. Also voted favourite

bureau de change provider for first time

December 07 1,000th free-to-use Post Office ATM installed in Rotherham

February 08 Post Office launches Pet Insurance Policy, designed to meet the needs of cat and dog owners.

February 08 Post Office | aunches new Christmas Club with ,bonus® f ol
April 08 Sixth issue of First Five Year Saver launched.

May 08 Post Office Motorcycle Insurance launched, with discounts of up to 36% for women riders, and giving all new

customers one month"s free cover.
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June 08 Post Office launches a new one year Growth Bond paying 7.05%.

August 08 Post Office® Telecoms introduces free weekend calls to the USA and Canada, including mobiles, for all Post
Office® HomePhone customers for the life of their contract, as well as free weekend calls to landlines in 18
other popular overseas destinations

September 08 Post Office® extends its savings range by launching a cash ISA paying a leading rate of 6.25 per cent

October 08 Post Office launches Growth bond Issue 7 at a rate of 6.75%
October 08 Post Office Christmas Club Cards activated for shopping at Argos, B&Q, Boots, Halfords, River Island,
Sainsbury*s, Threshers, WH Smith, Wool worths and mor e

Cardholders receive over £100 in benefits including £10 bonus.

December 08 Post Office Home Insurance offers 10 per cent extra cover over Christmas and £50 cashback when Post
Office Home Insurance is bought in branch

December 08 Post Office offers over 50s instant protection over the counter
February 09 Post Office launches a range of new Growth Bonds paying a rate of 3.40% for a one, three or five year term.
March 09 Post Office signs a five-year contract with DVLA that will allow drivers to renew their photocard driving

licences using new, world-class technology.
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A.1.5 Table A5: Post Office Ltd products and services and their availability45

Service Availability | Description of service
Pensions and Benefits
Cash Cheques All branches| Encashment of benefit payments, pensions and allowances, even if they are paid inta ® 0&X, acabtirgyoreceive
exceptions service (a cheque). Alliance & Leicester has an agreement with DWP to produce the green girofca
pay these cheques over Post Office Counters.
Post Office Card Acco| All branches| A basic accoufor the receipt of pensions, benefits & tax credits
Postal Services
Standardsiand 2dclass| All branches| Packets and letters accepted for statidess 12 class delivery
post
Overseas postage All branches| Parcels and letters accepted
Additional postage All branches| Recorded Signed For, Articles for the blind, etc
services
Express postal servicel All branches| Variety of express delivery services, including next day, for letters and parcels inlain8 pecia deideary, ingtional
signed, Airsure etc.
Philatelic All branches| Royal Mail special issue stamps and associated products, such as presentation packs and first day covers
(stocked
based on
demand)
Local Collect 10800 Undelivered postal items are takenrtearest participating Post Office by the postal delivery staff for later collectic
branches has opted for the collection at their local Post Office branch
Redirection All branches| Mail redirection service when you move home
Parcels All branches| Range of parcel delivery services within the UK to meet customers needs. Delivdrgrapeéalst Isarge day courier

service ta 2 day parcel delivery serlittze details are availablineRost Office website.

5 Information is available on Post Office Ltd website - www.postoffice.co.uk

Postal Services Commission

74

October 2009


http://www.postoffice.co.uk/

Service Availability | Desciption of service
Licences
Vehicle Licences 4,600 Issuing of Tax discs for vehicles
Statutory Off Road 4,600 SORN notification services provided
Notification (SORN)
Vehicle & driving licen{ All branches| Application forms foamge of vehicles
applications
Photo licence applicati| 743 Photo licence applications are checked and sent to DVLA
checking
Fishing licences and | All branches| Range of rod licences available for angling in England and Walesesmug $Ganheiticgaingtocked in branches where
Game licences based on there is local demand. Fishing licences in England & Wales only. Game licences in Scotland and N. Ireland on|
demand
Borrow & pay
Credit Card All branches| A range of Post Office® Credit Cards are availsbdevailable in all branches but only 5000 can accept application
Customers can apply online and by phone.
Personal Loans Online/phonqd Post Office personal loan offering a competitive rate by online and phone
Moneygram All branches| Internatimal money transfer of up to £6,000 to over 150 countries
Automated bill paymer| All branches| Acceptance of payment angayment towards a variety of bills including gas, electricity, water, phone, council ref
and insurance (some schewefable on an area basis as agreed with Local Authorities)
Electricity Meter Toker| Selected Stock of tokens for meters
branches
based on
local
schemes
Electricity Smart cards| All branches| Charging of customer smart cards for meters
Personal Banking All branches| Current AccountsAlliance & Leicester, Bank of Ireland, Bank of Scotland, Barclays (in England & Wales), cahog
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Bank, Halifax, Lloyds TSB, Nationwide Building Society, Northern Bank;GpatatiVé e &k

Basic bank Accousi Abbey, Alliance & Leicester, Bank of Ireland, Bank of Scotland, Barclays, Clydesdale Ban
Bank, Halifax, HSBC, Lloyds TSB, Nationwide Building Society, NatWest, Northeopdatike Bani,oThe Royal Ba
Scotland, Ulster Baxilrkshire Bank

Service Availability | Description of service

Business Banking All branches| Business banking services and the clients are: Alliance & Leicester, Bank of Ireland, Clydesdale, HSBC (Only
Northern Ireland and omlgHeque deposit service)

Paystation All branches| To charge electric keys, Quantum Gas Geylg r&nsactions. Aim to have paystations(except Home service) in al
April 09

Cash Machines Different 1653 free to use ATMs at branche

locations
Travel
Travel Insurance All branches| All branches and available on demand in 9000 branches and via phone. POL website accepts secure paymen

Maestro or delta cards.

Bureau de Change All branches| A wide range of commisséenciirrencies and American Express travellers cheques
1629 branches offer a range of currencies on demand

An additional 2555 branches offer Euro and Dollars on demand

An additional 3436 offer Euros on demand

Currencies can be-prdered fawllection at any branch

Travel Money Card Atselected | The new Post Office® Travel Money Card offers the security of travellers cheques with the conveniencesefytas
branches convenient way to carry foreign currency. Avaitablemnties, euro, US Dollar and itigaadocard that customers can
with currency. It can be top up at selected branches or over the phone.

Passport Check and | 2,500 Checking passport applications and sending it for priority processing

Send

Passport Application | 2,500 Passport application forms stocked

packs

EHIC Check and Send 2,500 Completion of form entitles people to free or discounted medical treatment abroad.
EHIC Application packl 2,500 Application forms stocked in the selecteddranch
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Service Availability | Description of service
Save & Invest
Post Office Instant Sa\ All branches| Instant access savings account launched April 2006:
Instant access to funds at all Post Office branches, by phone, online, bQ@®&irdc &Y B3,
6 free Cash withdrawals per year;
Post Office Cash ISA | All branches| The Five year Saver is a-fixed deposit Bond:
(fixedFive year saver) Competitive Interest rates, No withdrawal chaffiges, Eagy access to account;
Apply at dftost Office branches or by post,
Payments can be made at any Post Office branch or by post.
Withdrawals can be made via post.
Post Office Cash ISA | All branches| Competitive Interest rates, No withdrawal chafges, Easy access to account;
(Variable) Apply at all Post Office branches or by post
Payments can be made at any Post Office branch or by post.
Withdrawals can be made via post.
National Savings & All branches| Flexible savings, Instant access, Gddbroaasy deposits and withdrawals, Tiered Interest rates, Intepzst tgrase
InvestmentEasy Apply by phone, at a post office or by post. Withdrawals can be made at any Post Office branch or Link cash n
Access Savings Accou
National Savings & All branches| Easy access (no notice of penalty), passbook savings account, Tiered Interest rates paitigrstssxapfdy by phong
Investmentdnvestmen online or at a post office or by post. Withdrawals can be made by applying to NS&I.
Account
National Savings & All branches| Easy access (no notice of penalty), Regular monthly income, competitive interest rate, higher rate of intéregeior]
Investmentdncome £25k+, Interest taxaipaid gross. Apply by phone, online or at a postyffiost.
Bonds
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National Savings &
InvestmentPremium
Bonds

All branches

All prizes tax free, anyone 16 yrs old and above can invest, Apply by post and at all branches or by phone, onli

Service Availability | Description of service

Nationgbavings & All branches| Tax free, anyone 16 yrs old and above can invest, apply at all Post Office branches or by post.

InvestmentChildrens

Bonds

Post Office Child Trus{ All branches| Apply, at all post office branches or by post.

Fund

Savings stamps Al branches| For use against payment of bills, Post Office transactions or as gifts. Buy and redeem at Post Office branches

Insure

Car Insurance All branches| Competitive car insurance (*introductory Information), Caridvealipdiedver tiphone, and at selected Post Office
branches.

Home Insurance All branches| Competitive Home insurance (*introductory Information), Cafolenbpelieder the phone, and at selected Post Off
branches.

Van Insurance All branches| Competitivdan insurance (*introductory Information), Can berapphedover the phone, and at selected Post Offic
branches.

Motorcycle Insurance | All branches| Competitive Motorcycle insurance (*introductory Information), Céorobeliapplieneé phone, and at selected Post O
branches.

Pet Insurance All branches| Appliedorby phone or online.

Over 506s Allbranchesf Comp et i t i ve -Qvaiableabdvdr $2,000iPHseOfficeobrvaeches.

Life Insurance All branches| Competitive Life insurance (*introductory Information), Carfdoerdipgljex/er the phone and at selected Post Officel

branches.

Broadband & phone
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Home Phone

All branches

The Post Office® phone service, available as standaloSinmptedlsignp to suit customers. Apply at Post Office bra
online or by phone

Broadband Standard

All branches

Fastest speed for emails/downloads. Mhithlé&mtract. Available at Post Office branches, online and by phone

Broadband Extra All banches | Same as Broadband standard plus unlimited monthly downloads. Available at Post Office branches, online an

Phone cards All branches| International calling card offering cheap indirect access calls. Available online & in branch

Mobile Eop ups All branches| Mobile topp service for all ypey providers through Horizon and paystation. Available at every branch.

Directory Enquiries One flat free rate, number texted to mobiles for free.

Service Availability | Description of service

Other

Lottery 4849 Main Lottery draw terminals selling all draw based games

Postal Orders All branches| Purchase or encashment

Local Schemes at Selected | There are various schemigistdepend on the local counhciés Home Care &&lk on wheels. The payments can be n
branches the customers on a magnetic swipbyardepting a barcoded invoice or in the form of vouchers issued by the locg

Travel tickets Selected Local availahjlias agreed with Local Authority:
branches as| Concessionary Bus Travel & Commercial Ticket sales (Check & Send service for 1st time eligible applications
agreed with | reaching 60)

local authorit

National Concessionary Application Check & Send, e.g. SW Wales Integrated tcansport, Scotlan

Local check & serelg. West Yorkshire, Merseytravel

London Councils (29/33 borougregdom Pass issuing in 800+ branches in London for 29 of 33 boroughs. Elder
passes given in branch.

Other Concessionary Services

Transport for ldpn- Bus & Tram Discount Schegyheto/pass issued in branch to eligible people on income support
Coventry/Cardiff (local leisure pass applications), North Wiltshire District Council/West Lindsey Distviet tGhamcil
scheme)

Gift Voucher

All branches

Postal Services Commission
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A Experience
A Enjoyment

vouchers

vouchers

Christmas Club

All branches| To save towards Post Office Gih&fsior use at selected retail stores. Customers are required to complete a sim
form which is taken to branch with apagitiahfminimum £5)

* where reference made to introductory information available, the transdat@isadolebéhe phone, by internet or by correspondence with a centri

Personal current accounts

Bank Cashwithdrawal Balance enquiry Cash deposit Cheque deposit
(with card and PIN) (with card and PIN) | (with card or with personaliseq (with personalised payiiry
payingin slip fom your bank) slip and deposit envelope
from your bank)
Alliance & Leicester Yes Yes Yes AA Yes
Bank of Ireland Yes Yes Yes Yes
Bank of Scotland Yes Yes No No
Barclaysin England and Wales Yes A No Yes AAA Yes
Cahoot Yes (with chequebook and ca No Yes AAA Yes
Clydesdale Bank Yes Yes Yes Yes
Halifax Yes Yes No No
Lloyds TSBn England, Wales and Scotland Yes A Yes Yes AAA Yes
Nationwide Building Society Yes Yes No No
Northern Bank Yes Yes No No
Smile Yes Yes Yes AA Yes
The Capperative Bank Yes Yes Yes AA Yes
Basic bank accounts
Abbey Basic Account Yes Yes No No
Alliance & Leicest@&asic Cash Account Yes Yes Yes AA Yes
Bank of Irelan@asic Cash Account Yes Yes Yes Yes
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Bank of Scotlandasycash Yes Yes No No
BarclaysCash Card Account Yes No No No
Clydesdale BanReadycash Account Yes Yes Yes Yes
First Trust BanBasic Bank Account Yes Yes No No
HalifaXx Easycash Yes Yes No No
HSBGC Basic Bank Account Yes No No No
Lloyds TSBCash Account Yes Yes Yes AAA Yes
Nationwide Building SoeiekgxAccount (cash card onl Yes Yes No No
NatWestStep Account Yes Yes No No

Bank

Cash vthdrawal
(with card and PIN)

Balance enquiry
(with card and PIN)

Cash deposit
(with card or wltpersonalised
payingin slip from your bank)

Cheque deposit
(with personalised payiiry
slip and deposit envelope
from your bank)

Basic bank accounts

Northern Bank Yes Yes No No
The Caperative BaiikCashminder Yes Yes Yes AA Yes
The Royal Bank ScotlancKey Account Yes Yes No No
Ulster BardkBasic Bank Account Yes Yes No No
Yorkshire Bank Yes Yes No No
A You can also withdraw cash from your personal iecandmemesuwe. account us

AA With card only.

AAA Wit h pe-nslipfmoamlydursbandd p &
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