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A Helpful Guide for You

Sub Post Offices - Background

As you will know Post Office Limited is a national provider of mail, financial, government and telephony
services through a branch network of over 11,500 post offices throughout the UK.

Whilst Post Office Limited is 100% owned by the Crown (through Royal Mail Holdings plc — albeit this may
well change following the Postal Services Act 2011 which allows for the mutualisation of Post Offices) the vast
majority of Post Offices (85% of overall network) are privately owned and run as traditional Sub Post Offices.
These private owners are either individual subpostmasters (who operate approximately 7,700 Post Offices,
with around 1000 operating in Yorkshire and Humberside, 51% of these in rural areas, 49% in Urban areas) or
chains such as Spar and The Co-operative (retail chains run approximately 3,000 Post Offices). The Post
Office Ltd directly runs currently 373 Crown Post Offices, which are usually found in large towns and cities.
There are also several hundred Post Offices in the form of mobile vans or services hosted in pubs and village
halls serving rural areas (called “Outreach” Offices). Sub Post Offices are operated under contract by individual
subpostmasters/mistresses (in the rest of this document we refer to subpostmasters and subpostmistresses
as “subpostmasters”.)

The UK Government believes the Post Office network is important because of the vital services that it provides
across the unparalleled size of its national network (the Post Office network is very large, it is larger than all
of the UK Banks’ branches put together). The Government has backed that belief with agreed funding of
£1.34bn for the years 2011-2015 to support the network as it reinvents itself in the ever changing economic
environment.
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The Post Office is a challenge for government, as it currently cannot operate without a continuing subsidy.
The Post Office is a partner with government in handling many government transactions (namely pensions,
benefits, TV licences, Car Tax etc). The Government is working with the Post Office to facilitate its commer-
cial success which will come from enhancing the provision of its financial and government services, with the
Post Office becoming more of a “front office” for national and local government rather than just simply a
distributor or collector of government cash.

Front Office for government means Post Offices can play a key role in offering citizens face-to-face access to
government services — such as identity verification, making or receiving payment for government services, and
assisted applications and the like. Post offices should also provide more services for local government and
pilots are in hand. The Government wants the Post Office Ltd, and it is doing, to increase its banking
provision, including an expansion of Post Office products, access to more high street bank accounts and
credit unions at post offices.

In parallel with the change in revenue from traditional government services the range of post office products
has indeed widened and financial services have taken over from government services as the second biggest
contributor to Post Office Limited’s revenue accounting for 29% of total Post Office revenue and now has 2.4
million financial services customers. Mail services have seen a decline in revenue on the back of an overall
general decline in letter volumes; however that decline is slowed by the growth in Parcelforce. The increasing
popularity of e-bay and on-line retailing generally, continues to generate the need for parcel delivery services.
Overall mail services contribute 36.9% of total Post Office Ltd's revenue.

The Post Office is more than simply a commercial organisation it provides important social benefits to cus-
tomers across the country. It has a unique geographical reach that enables its social role, for example over
half (55%) of post offices are in rural areas and one tenth in deprived urban areas. Indeed research conducted
in 2009 to identify the value placed on the Post Office network and the over 170 different services that it
provides found that its social value is at least £2.3bn each year (The Social Value of the Post Office Network;
Report for Postcomm (NERA Economic Research, 2009). There are almost 20 million customer visits to a
Post Office each week and the Public at large care about it! Indeed 3.5 million people signed a petition
against the “Network Change Programme” which involved the closure of 2,500 Post Offices branches in 2008/
9 leaving the remainder of the network, stronger, fitter and more able to achieve success. You only have to go
to the Houses of Parliament website, click on the “Hansard” link and search for Post Offices to see how much
attention MP’s give to the Post Office network, closing a Post Office in their constituencies is like “touching
their eyeballs”. (http://www .parliament.uk/business/publications/ )

So much is its importance realised that access criteria to a Post Office has been established at national level
by government, for example 99% of the UK population is to be within 3 miles of their nearest Post Office (95%
in rural areas) and 90% within 1 mile. In deprived urban areas 99% of the population is to be within 1 mile of
the nearest Post Office and these criteria act as a type of guarantee for the current network size. The
Government has made the following Key Commitments amongst others (see “Building a Mutual Post Office”
September 2011):-
We will ensure that post offices remain a valuable social and economic asset for our communities
and businesses
There must be 11,500 post office branches across the UK, which meet the aforementioned access
criteria through the present parliament
- The Government has commited themselves that there will be no programme of closures
- The Post Office will not be for sale
- We want to see the Post Office become a genuine Front Office for Government at both national and
local level

(5 of 11 key commitments)



The modernisation focusses on the development of several thousand main Post Offices and the nationwide
introduction of the Post Office Local Model (in some pilots referred to as “Post Office Essentials”). The pace
of change? It is expected that over half of the network will have moved to this new model by the end of this
parliamentin 2015, namely over 4000 main Post Offices will have been invested in, in partnership with those
who own the businesses. As for the Local Post Office model the phased introduction will see an expected
2,000 established outlets in the same time period.

What is the Local Post Office model? This is where a Post Office is truly run alongside an independently
viable retail business concentrating on the simpler transactions, from the operator’s point of view, but still
providing 95% of transactions by volume to customers. All core products will be offered (including posting
letters and parcels, paying bills, collecting pensions, benefits or cash, picking up pre-ordered travel money
etc) but the less frequently used services or more complex and time consuming paper based transactions will
be channelled through Main post offices with multiple counter positions. No more “fortress” glass screens, the
Post Office till will run alongside the retail till. This flexibility will potentially reduce staffing costs for
subpostmasters and will mean that Post Office services can be accessed for all the hours that the retail shop
is open, on average increasing opening hours by 85% or to around 60 hours per week. Pilots are currently
being run and customer satisfaction is high with 94% either very or extremely satisfied with the new operating
model. All this augers well for increased revenue and profitability for the network and individual subpostmasters.

The Government state in their November 2010 report; “We are committed to the future of the Post Office
network...... we believe our programme means that the Post Office is on the cusp of an exciting new

era.” (Department for Business Innovation & Skills — Securing the Post Office Network in the Digital Age” — November 2010).
In summary then we see that the Post Office is adjusting to the economic, social and political changes taking
place and is implementing a strategy with which to succeed for many years to come all with the backing of
government and with political and public support augmenting its future.

Heard Something About Post Office Closures — the Fact s!

In 2007 the Government agreed with the Post Office a package of measures to support the future of the
network, which involved the implementation of 2,500 post office compensated closures and the creation of
500 Outreach offices. This was called the “Network Change Programme” and was completed successfully
across 2008/9.

In September 2010 the Secretary of State for Business, Innovation and Skills stated that “There will be no

more repeat of the previous closure programme” (Department for Business, Innovation and Skills, press release,
Royal Mail — 22 September 2010).

So whilst individual offices may close from time to time, perhaps because of subpostmaster’s retirement and
the subpostmaster does not sell his business, it is not expected that the network will experience further
wholesale closures in the foreseeable future.

What Type of Person is the Post Office Looking for to run a Sub Post Office?

The Post Office is one of the most trusted brands in the UK; it is hard to think of another business that offers
as many essential, everyday services as Post Office Ltd whilst at the same time providing a vital service to the
community. The Post Office need people who are self-motivated, who can work within a modern, dynamic
business and who want to grow and succeed with them.



Like commercial businesses the Post Office Ltd operates in a competitive environment where customers
have a choice. Thus the Post Office’s aim is to win customers trust and loyalty through the quality and
reliability of the service they provide through all its outlets, whoever runs them. This requires subpostmasters
who are prepared to put their customers first and who are willing to invest in the future. Thus they look for
subpostmasters who can create the right culture and environment in their Offices which ensure their employees
feel valued and equipped to offer customers the very best service.

In order to be confident that you can compete successfully with other retailers in your area the Post Office
want people contracted to them to be dynamic, forward thinking and innovative who can produce a strong
business plan. In addition they will want applicants to be comfortable with utilising new technology and
making the most of the opportunities at the point of sale, merchandising, and other marketing media to grow
sales.

As a subpostmaster will be running his or her own business which is also an essential public service the Post
Office are looking for people who can take prompt decisions and take pride in seeing things through. It goes
without saying that subpostmasters enjoy meeting people and helping them to sort out the business of
everyday life.

As a subpostmaster carries the Post Office brand his or her business will directly influence the reputation and
standing in the community of the Post Office as a whole. It is only the excellent service of the subpostmaster
day in and day out providing Post Office services that can keep the customers coming back. Previous post
office experience or similar experience in the retail or banking sector may be an advantage but it is certainly
not essential.

Finally, if you are appointed to an office but don’t have any previous experience, you will not be left to fend for
yourself. The post office provides excellent training which is detailed below and they do not expect or require
an applicant to have had previous experience working within a Post Office.

What training can you expect?

A good level of on-going training and support is available. Pre-transfer training is included in a classroom style
environment in preparation for the first day of trading.

On the day of handover, the cash and stock from the existing subpostmaster will be transferred under the
supervision of an auditor. Training thereafter generally takes place in the sub post office and is undertaken
with an agency trainer, covering customer service standards, completing transactions, sales coaching,
accounting procedures and security issues, etc. Further training is provided at intervals as it becomes necessary
and will be assessed by your Post Office Ltd’s manager.

Which Post Office Business is Right for you?

Of course the type of business that will suit you depends on your goals in life and everyone is different. For
example are you motivated only by profit, or are you also looking for a way of life? Are you more interested in
atown, or a village? Do you want to employ staff? Answering these and many more questions like these will
help to narrow down which Post Offices on the market meet your needs.

Additionally before you start your search for an office, you should decide what type of associated business
you may wish to run alongside the post office as well because, in reality, your future security will be based
both on the success of the post office and on the success of the private business. They are inter-dependent
and, therefore, any prospective purchaser must be certain that he/she can be master of both sides of the total
business.



What to Look for When Selecting a Post Office

The Business Transfer Agents’ sales particulars will provide an overview of the Post Office and its associated
business. It is always a good idea to visit as many as you can and compare them with one another, walk
around the area and ask yourself questions such as:

What is the current economic status of the area?

Is the area growing, static or declining?

What long-term impact could this have on your business?

A personal visit to the local planning authority is recommended. Itis worth checking to see if there are plans
for new housing or redevelopment in the area which could increase your customer base.

There is an agreement between the Post Office and the National Federation of Subpostmasters that
subpostmasters resigning or contemplating resigning, can discuss with their local Post Office Limited manager
the suitability of the premises for continued use as a sub post office.

This discussion is of an advisory nature and would give both the potential purchaser and the outgoing
subpostmaster a better idea of the future plans for the office with which to gauge the next step. It should be
provided in writing and also contain details of any improvements required by Post Office Limited and any likely
conditions attached to the appointment (this is usually called a Letter of Intent). The aim of setting conditions
of appointment for a new subpostmaster is to improve the performance of the business in question, to the
benefit of both the subpostmaster and Post Office as a whole.

Knowing about any conditions that may be required gives you the opportunity to include any estimated costs
of those requirements in your application form and in your business plan.

What hours will you be working? Standard opening hours, which are Monday to Friday, 09.00 to 17.30 hours
and Saturday 09.00 to 12.00/13.00 hours. Be aware that, if the Sub Post Office you are looking at closes
lunch time or is only open half day on a Wednesday (or other half day closing) on transfer the Post Office will
usually require incoming subpostmasters to work lunchtimes and open for the full day —which should lead to
more business. However this change can be discussed fully at the Post Office interview as every office is
different and many Post Office Limited managers will listen to business arguments with regard to opening
hours.

Financial Information

After viewing the Post Office the vendor will usually release to you the most recent Pay slips and P60 to latest
tax year end which will give written confirmation of the Post Office remuneration and set out precisely how the
remuneration is calculated giving a detailed breakdown of the work carried out at the office.

Naturally the last 3 years certified accounts should be made available which will include the retail performance
of the business as well as the Post Office trading finances. If up to date Accounts are not available and the
business retail side trades above the VAT registration threshold then VAT returns can be obtained which will
detail the turnover through the retail business, excluding VAT, further giving comforting confirmation of the
trading turnover.

Your largest indirect costs will usually be rent (if leasehold), wages and finance costs (if applicable) so getting
a handle on these, the largest costs, is important. We are able to provide a copy of the lease from our client
for you to review so you can see exactly what the rent and terms and conditions of the lease are.



Wages may also figure prominently in most businesses. Vendors again will provide a list of employees, their
hours and wage rate, are they employed in the Post Office section, shop, or both? It is worth noting that under
“Transfer of Undertakings Protection of Employment” (TUPE) legislation, a current employer cannot make
staff redundant on your behalf. They come with the business. If the budget is likely to be tight, you need to
assess the minimum level of staff which the business requires to run at present levels of turnover and post
office activity. If you intend to make any staff redundant after you take over, it is relatively easy to calculate the
likely costs at an early stage by going to the DirectGov website (http://www.direct.gov.uk/redundancy.dsb).
Staffing is rarely the problem that you might envisage.

Finance

You may need finance to buy your Post Office, most do. The amount you can raise varies from individual to
individual; in addition different institutions have different lending criteria and will lend at different levels of
unsecured exposure within a lending package and value the security offered according to different param-
eters.

The level of finance you can raise is an important part of the equation as to which Post Office you
can buy and you may find it useful to call in and speak to one of our experienced former Bankers
here at Ernest Wilsons at an early stage. At Ernest Wilson we have secured the services of a former
Area Director and a Local Director of a National Banking Group and an informal, no obligation, free
and exploratory discussion can help you to understand the vagaries involved in borrowing money
for a business and see what you can expect to borrow and target your Sub Post Office search
accordingly .

If you need to sell your house to raise the capital to buy the business or make a substantial contribution
towards the purchase price of the business then that is a delicate balancing act in the context of buying a
Post Office. Many find it best to commit to buying a Post Office in principle, sell the house and be willing to
move into rented accommodation whilst the right Post Office is found or whilst the Post Office purchase
transaction is proceeding, The other way is to find a buyer who is willing to wait for you to complete the Post
Office application process (3 months minimum) and then complete the transaction if you are successful at
interview.

Progressing your Purchase

When you are happy you have found the right Post Office for you an offer, subject to contract, is made through
ourselves. If accepted the purchase transaction and all that that involves proceeds.

However remember Post offices cannot be bought and sold without Post Office Limited agreeing to the
appointment of the new subpostmaster. Although you may be happy with the agreement you have reached
with the vendor for the purchase of their business, the vendor cannot guarantee your appointment by the Post
Office. So what happens is the vendor and purchaser enter into an agreement to purchase the business
SUBJECT to the agreement of Post Office Limited. This agreement will incorporate many standard conditions
expected in an agreement to buy a commercial business along with a condition that the agreement is subject
to the buyer being appointed as subpostmaster.

Once this agreement is exchanged the vendor will tender his/her resignation to the Post Office and a vacancy
will be created for the buyer to apply for.

Applying for the Subpostmaster position - The Process

Once you have reached an agreement to buy the Post Office the subpostmaster, as he tenders his resignation,
will usually notify the Post Office’s Agent Recruitment team that you are applying for the position of
subpostmaster providing your contact details.

The Agent Recruitment Team will then contact you shortly afterwards with all the information you need to
apply online.



The application is made up of five parts which need to be completed by the advised deadlines:

1. Register your interest and contact details online

2. Complete the online application questions

& Upload your CV to your online application

4, Upload your business plan to your online application in the specified format

5 Send hardcopy evidence to support your business plan to the Agent Recruitment team

The Post Office will then analyse your business plan and if this is approved invite you to an interview.

How do | Complete my Application?

There is no paper application form to complete. An applicant goes online to complete it at www.postoffice.co.uk
—“view available opportunities” link.

You will see a box requesting the branch reference number on the “available opportunities” link page; this
reference number will be provided by e-mail by the Agency Recruitment Team in the introductory email sent
you. If you have not received this the existing subpostmaster will know this reference number.

How do | Complete the Business Plan?

Completing your business plan on time, whilst perhaps one of the more complex and time consuming parts
of the process, is a crucial part of short listing. The financial viability of your business plan is vital and will help
the Post Office to decide whether you are the right applicant for that branch. Indeed it is important to get this
right. Failing to do so can result in your application being rejected, thus no interview will be held and furthermore
there will be restriction on applying for another subpostmaster position for 6 months — it has and does
happen!

Ernest Wilson’s provide a “Buying a Sub Post Office Support Service” which will provide support for
you in completing both the High level and the Full Business Plan and assist your preparation for the
interview. Whilst this service cannot guarantee you will be appointed; certainly it can be said to
improve the probability of that success. The cost is just £180.00 plus V AT.

The Business Plan this consists of six main parts across two plans, the High Level Business Plan and the
subsequent Full Business Plan:

1. Your personal details

2. Details of the previous subpostmaster’s business which you may need to discuss with the
subpostmaster

3. Projected business details - which you are planning

4. Running costs and capital needed

5. Your personal finances

6. A monthly and annual forecast

There is a useful checklist at the end of the plan to ensure you have completed all the relevant details and
are sending in the right supporting hardcopy evidence.

Once your business plan is submitted online and the supporting hardcopy evidence sent in by post before the
application deadline, your application will be progressed. The recruitment team will check through your
application and supporting documents and confirm whether or not they have everything they need. If not they
will e-mail queries, and if so, an interview date will be agreed.



Here are some of the most frequently missed pieces of evidence required:
Last three years trading accounts for the business which the current subpostmaster can supply.
The agreement to purchase - signed by the subpostmaster and yourself showing the agreed
purchase price.
Documentary evidence of the loan offer.
Documentary evidence of your own resources.
Letter from the Landlord confirming they are happy to negotiate the new lease with you and what
the terms and conditions will be (if leasehold only).

Agency Recruitment T eam

The Team will contact an applicant at each stage of their application with updates on progress,

The stages are:-
To advise you if any part of your application is missing.
To request references.
On receipt of your online application.
On receipt of full application with supporting documentation and Business Plan assessment.
Inviting you to interview.
With the result of your interview.
- With the results of your criminal record check
In addition, you will be contacted by phone on a number of occasions.

NB. Please note there are a very small number of branches where for contractual reasons the processes
detailed do not apply. If you are applying for one of these branches, the Post Office will advise accordingly.

Finding out the Result of the Post Office  Application Interview

Applicants are usually contacted by the interviewer within three to five working days of the interview with the
outcome. As detailed above a confirmatory email will follow.

If you are successful, an offer letter will be sent to you once satisfactory security checks have been conducted
and any outstanding references have been received. You or your representative will then be invited to a

training course and the branch will transfer to you shortly afterwards.

Overall the process takes a minimum of three months.

How Ernest W ilson’ s Can Help

Over the last five decades we have been involved in thousands of Post Office sale transfers, in fact on average
across the last 10 years we have sold

almost one Sub Post Office each week.

No wonder we have an excellent

understanding of the process involved.

Buying through Ernest Wilson means you

benefit from that expertise.

The “Buying a Sub Post Office — Support
Service” at the nominal cost of £180.00 plus
VAT allows us to give you more attention
and support through the whole process.

If running a Sub Post Office
interests you, we are only a
phone call away .

(October 2011)

The Business Centre, Deanhurst Rrk, Leeds, LS27 7LG. 1/2 mile from J27 M62
Phone: 0113 238 2900 Fax: 0113 238 2901 E-mail: sales@ernest-wilson.co.uk



