148 0Old Street

London

EC1V 9HQ

T 0207 012 3378

E paula.vennells@postoffice.co.uk

Vince Cable

Secretary of State

Department for Business, Innovation & Skills
1 Victoria Street

London
SW1H OET

12 November 2014

\Dew (LML /

| am writing following your letter to a number of banks regarding branch closures and
their increasing withdrawal from previous commitments not to close the ‘last branch in
town'.

Your letter included a very positive endorsement for the important role the Post Office is
playing in particular to ensure banking and payment facilities are available to vulnerable
customers, and isolated, rural communities. As you helpfully noted, we already provide
access to banking services to 95% of UK current account holders and discussions are
underway to increase this coverage further.

| am pleased to be able to tell you that we are already working on an expansion of our
partner banking proposition, where we believe we have an important role to play in
supporting challenger banks by providing a utility service to the whole banking sector.

Such a service would ensure new entrants have immediate access to a national network of
branches, overcoming the high barrier to entry posed by access currently. We are also
exploring opportunities to extend the current relationships we have with our partner banks
to cover business banking.

The Post Office can provide a truly national infrastructure to ensure inclusion and
accessibility for banking customers across the whole of the UK, promoting the greater
competition and diversity which is so clearly needed within the sector.
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Any new service will of course need to be commercially sustainable and align with the Post
Office’'s broader business strategy to reduce our calls on public subsidy. With this in mind,
we are having constructive conversations with the BBA and a range of banks. | welcome
your offer to facilitate a roundtable discussion in due course, including the banks and Post
Office, to ensure this agenda is a priority for the banking industry. The in-depth market
investigation announced by the Competition and Markets Authority last week may also
provide a further opportunity to highlight the role the Post Office can play in promoting
competition in personal and SME banking, and we look forward to engaging in this
process.

| would also add that my team are engaging with your officials on the Valuation Office
Agency’s (VOA) proposals to levy business rates on Post Office ATMs. As you will know, if
introduced, this change would impose substantial costs on our sub-postmasters into the
future - as well as a damaging one off requirement as the VOA impose backdating of its
new stance back to 2010. Over and above the adverse impact on sub-postmasters’
financial position, this is likely to reduce significantly free access to cash machines in local
communities. Post Office ATMs form part of our core banking and payment services and
we are concerned about the potential impact on this provision, and on the development of
a new utility service.

Best regards,
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Paula Vennells
Chief Executive



