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Abstract

Post Office® Ltd. has some 17,000 Post Office branches, making it Europe’s largest and
most accessible retail network. As such, it is uniquely positioned to provide a wide range
of value-added services to the local community, including government information and
banking services. To achieve this aim and to pave the way for the development of future
product offerings, Post Office Ltd. needed a secure, networked counter system that would
enhance the service provided to major clients, improve its competitive position, and enable
the development of new business areas. The Post Office transformation was Europe’s
biggest-ever non-military IT contract. It was awarded to Fujitsu Services.
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I Business Transformation at UK Post Office® I

=

Introduction

Q: WHAT woOuLD YOU DO IF 40% OF
YOUR BUSINESS DECIDED TO GO
ELSEWHERE?

A: Panic?

Sell up before anyone finds out?

Transform yourself into Europe's biggest

provider of banking services inside three

years?

When the UK Benefits Agency announced that
by 2005, it would pay pensions, alowances and other
entitlements direct into peopl€e's bank accounts, there
was a sharp intake of breath at the Post Office®.

Paying benefits over the counter was up to 40%
of what they did. And the traffic generated on
pension and family allowance days brought in even
more of the organisation’s revenue.

Many people immediately wrote off the Post
Office in its current form. After al, who could
sustain a retail business with over 17,000 branches
(the next biggest network is Boots, with just 1,500)
when around half its traffic was about to be
permanently diverted? It was obvious, they said:
after 200 years, the Post Office was about to draw its
pension.

2. A Business Reborn

But on April 1st 2003, the very opposite
occurred and a business was reborn.  That morning,
38,000 counters and 63,000 people were ready to
provide a face-to-face banking service. And not just
any banking service, but the country’s most
technically advanced cash handling business, with the
biggest secure non-military ISDN network in Europe,
the most advanced counter system and the widest
reach of any consumer-facing enterprise 0 in urban
areas, 95% of us live less than a mile from a Post
Office branch.

3. The Counter Revolutionary
Graham Halliday is Banking and Financial

Services Director at Post Office Ltd, joining in

October 2000 from NatWest with a straightforward
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brief - make Post Office branches an integral part of
the UK banking network.

“Not only are we on target to achieve this aim,
we're also ahead of the rest of the industry” he says.
“We have built a banking service for millions of
people from scratch. We've done it in under three
years and weve done it at the heat of the
communities we serve.”

And that's the difference, of course. There's
nothing like the Post Office.
only financial services brand they trust, as well as a
focal point in their neighbourhoods and daily lives.

For millions, it's the

For some, this social dimension might be seen as
a problem O how can you modernise something so
fundamentally un-commercia? But for Graham, it's
the very essence of the opportunity.

4. The TWB Effect

TWB? Trendy wine-bar. For high street banks,
the branch network is their biggest expense. Bricks
and mortar = miserable margins, so they’ve been
turning them into trendy wine bars.

What an opportunity for an ultra modern cash
handling business with branches everywhere!

Says Graham: “I believe the Pogt Office can
become the first choice in providing banking services
for ordinary people and small businesses, able to give
friendly face-to-face service for banks who don't have
or don’'t want to afford a branch network.”

“Qur vision is for all banks to have agreements
with us that enable customers to do their banking from
their local Post Office branch.”

5. The Process Reversed

The Post Office’'s very accessibility is its
strength.  Only 5% of rural communities have a bank,
but 60% have a Post Office branch so, as you might
imagine, you find them in the strangest places!

One Lancashire village has theirs in the
Methodist Church (and yes, it's a fully automated,
branch). Part time Post Office branches, which are
often run from someone’s home or village hals, have
a sdlf-contained banking trolley that can be stored
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away when not in use. It can be plugged into a satellite
data connection if an ISDN link isn't available.

There are Post Office branches in shops and
sheds, vets and hairdressers, railway stations and
garages (every one of which is equipped with the Post
Office's unique technology) and, ironicaly, there's
also some in pubs and trendy wine bars.

One of these is the Railway Tavern, Higham,
Rochester, and you' re welcome to pop round and pay
in your cheques, settle some bills and draw out some
cash for a glass of Merlot. You might also want to
drink atoast to one amazing ingtitution!

6. Security your high street bank
cannot match...

All Post Offices now have PINpads (PIN being
short for personal identification number), and they're
helping to provide a modern and secure banking
service at the counter.

To withdraw money from some current accounts,
a basic bank account or a Post Office card account,
customers just hand their card over the counter in the
normal way, but instead of signing a dip, they use the
keypad to punch in their PIN.  Result, the transaction
is verified instantly and securdy and the nation’s
financial service networks no longer rely on
handwriting recognition and carbon paper.

Novel eh? Well, no, actudly. They've had
them in French banks and stores for years (even some
market stalls have them) and they’re all over Holland.

The Pogt Officeis the first and only UK retailer
that's 100% equipped with chip and PIN technology

(that will be fully implemented at the end of next year).

7. Project Outline

Working closely with Post Office Ltd. on
overcoming the many challenges presented by the
project, the contract to design, implement and operate
the new infrastructure, called Horizon, was awarded to
Fujitsu in 1999.

The project worth £1.4 billion, over ten-years,
began in mid 1999. It was the largest non-military
information technology project of its kind in Europe
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and was delivered on time, to specification and within
budget.

Using Horizon's easy to use touch screen
technology, Post Office Ltd. is now processing in
excess of £900 billion a year in over 2.4 hillion
transactions, which can be processed at a rate of up to
3500 a second. The terminal of touch screen
computer system which is used in the Horizon System
isshownin Figure 1.

To cater for the needs of a small number of rura
Post Office branches that are only open for a few
hours each week, Fujitsu designed a unique mobile
counter terminal, as well as a trolley-based termina
for use by sub postmasters who work from their own
homes. A satellite connection was aso developed
for Post Office branches in locations without an ISDN
service.  An overview of the Horizon System is
shownin Figure 2.

7.1 Fujitsu’s engagement

Fujitsu Services, as well as providing a managed
service for Horizon, aso provides Helpdesk and
operation of datacenter by approx. 400 support
personnel.

Before Horizon can be installed, a great deal of
groundwork has to take place. Each Post Office
branch is surveyed and prepared, with the new
electrical cabling and counter space being installed
where necessary. Counter staff receive a day's

Figure 1
Terminal of touch screen computer system.
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Horizon System

Data Centre B
Data Centre A

Post Office 17,000
38,000 PCs
®EPOSS
®APS

®0BCS
etc.

Application |"Eirevall
Servers &

(56) PKI

Network
Banking

2003/4 start

EPOSS: Electronic Point Of Sales Service
APS: Automated Payment Services
OBCS: Order Book Control Service

(Alliance & Leicester, Barclay, HSBC, Lloyd etc.)

Figure 2
Overview of Horizon System.

training, with office managers and subpostmasters

attending a one-and-a-half day course, delivered

around the country.

— At the height of automation, 300 branches were
automated per week

—  Training was 63,000 staffs from the age of 16 to
87 with different skills (including 2,000 staffs of
over 80 yearsold)

— 5,000 calls received per week by Helpdesk due
to staffs’ inexperience in computers.

—  Event monitoring
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—  Operational application for Network Banking,
contracted in July 2002 (October 2002)

—  Deposit infwithdrawa from bank accounts at all
post offices throughout UK via connection with
banks.

8. Conclusions
Horizon represents a key step towards
modernisation, bringing greater efficiency to customer
service and a platform for building new products/
services such as expanded banking facilities, access to
government information, bill payments, recharging
smartcards and online verification.
Horizon is now enabling Post Office Ltd. to:
e achieve dignificant cost savings through the
automation of its trading environment
e provide a faster and more efficient customer
service, reducing paperwork and making
transactions simpler
e reduce the risk of fraud and payment errors and
develop new revenue opportunities.
In January 2003, Post Office Ltd. awarded
Fujitsu Services a contract extension to provide a new
range of services through to 2010.
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Fig.1-Terminal of touch screen computer system.
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Fig.2- Overview of Horizon System.

HorizonOOOOODOOOO-20000

7.1 Fujitsu ServicesU OO OO OOOd
Fujitsu ServicesO OO OO DODODO40000000

HorizonO DO ODOOOOODOODOOOODODODO

godboboodobooooboooobooobooooo

426

gboobogog

010 HorizonOOOOOOOOODOODODODO
oooooooobobobobbbbbobooogg
gbobobol1boboboobobobobo

020 so00/0C0000OoOoOoooooonn

030 16000870 oonoooooooon
63,0000 00 0O0200000800000

040 ODODOOOOOCOOCOODOODOSs,0000/
obobobobobobobobobo

Os0d 20020 7000000000000 OO0OOO
oboobooooboobogooboozoo0z20 10000
god
vgooooooooooobbobobbbon

gbogobogbgoboobobogooooooooo

guo O 0O
HorizonDO OO OOOOOODODOOOODODOOOO
O00oooooooooooooooooooon
000000o0ooooooooooooooooon
000000o0ooooooooooooooooon
O00oooooooooooooooooooon
O00oooooooooooo
HorizonOD OO O 0O 0O O Post Officed 0000 O
oooooo
010 000oooooooooDoooooooo
o0
020 00000000 0O0Oooooooooon
00000ooooooooooooooog
030 00000000 0oooooooooon
oooooog
20030 10 O Fujitsu ServicesD 20100 0000
00000o0oooooooooooooooooon
ooooooooo

FUJITSU.54, 5, (09,2003)



