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Product Governance Policy Overview
Product & Change Governance Structure

Product & Change Governance Committees Committee Structure

PADCo and PGC are the primary committees that oversee
change and product governance within the Bank

Product Architecture & Design Committee (PADCo)

* Tier 5 committee, reporting into PGC and OpCCo

* Assesses change against an agreed set of design
principles

» Approves changes to existing products and services
(materiality C) and Green/Amber-rated PIRs

* Approves investment-funded (BCM) change within
Initiate, Design and Deliver phases

* Provides agreement to proceed to PGC for approval for
New Product Development (NPD)

Product Governance Committee (PGC)

» Tier 4 committee, reporting into ExCo
» Approves all New Product Development (NPD)

* Approves changes to existing products and services
(materiality A and B) and Red-rated PIRs

* Wider responsibilities include assessing product
marketing activities, annual product and tariff reviews
and regulatory horizon scanning activities

* OpCCois also used as an escalation route for
significant operational impacts and compromisesin
design principles raised at PADCo

(3) EROC
(Executive Risk

Oversight Committee)

(1) The Board

(2) Board Sub-committees

(3) ExCo

(Executive Committee)

(4) OpCCo
(Operating & Customer
First Committee)

(4) PGC
(Product Governance
Committee)

(5) PADCo

(Product Architecture &
Design Committee)




Governance Frameworks

There are two distinct frameworks used to govern change within the Bank. The framework followed is dependent on the type on purpose of the
proposed change

Follow New Product Development

Framework
* Tointroduce a new product Examplgs:
Including products distributed through third * SMEinsurance
parties / third party products sold through the Bank e Business credit card
q
* Tointroduce a new distribution channel  Ethical Stocks & Shares ISA
made available to customers * SME mobile

Including third party channels » Direct mortgages

See pages x to y

Change What is the
(BAU or Investment purpose of the

Funded) change?

Follow Standard Change Framework

Examples:
* Changes to customer journeys
* Paperless initiatives
= . Technology platform upgrades, re-
hosting or replacements
* Most regulatory-driven change e.g.
GDPR

* Tomake changes to existing products,

services and supporting processes
Including product withdrawals

* Todeliver any other non-product/service
related change
Including “IT for IT” change

See pages x to y




New Product Development (NPD)
Framework
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Overview

The Framework ensures that the Bank’s NPD and launch process is robust and is considered against the following risks:

1. Therisk that the Bank develops and launches new products that do not support the delivery of the Bank’s strategic plan or are not
operationally viable resulting in the Bank’s failure to achieve its planned strategic outcomes

2. Therisk that the Bank develops and launches new products that do not meet customer needs or the Bank’s Values & Ethics, are not
understood by customers and/or provide a poor customer journey resulting in poor customer outcomes, customer detriment, regulatory
censure and reputationaldamage

Stages:

Idea & Concept

Understand
customer needs,
behaviours and
motives

Alignment of
proposal to the
Bank’s Ethical Policy
and co-operative
values

Early indication of
chosen target
segments

Early understanding
of how the
proposition will be
designed and
delivered

Articulation of the
customer journey
and moments of
truth

Consideration of
detailed regulatory
and outsourcing
requirements

Clear understanding
of technical design
and build
requirements (if
required)

Assessment of
operational impacts
of delivering the new
proposition

Defines the detailed
features, benefits
and customer
experiences, including
fees and charges.

Third party costs and
external market
factors monitored to
ensure the overall
robustness of the
proposition from a
P&L and capital
perspective

Delivery of technical
build (if any) in
alignment with
agreed design

Test & Launch

Articulate the testing
activity completed
prior to launch

Ensure operational
business readiness
prior to launch

Confirmation of
internal and external
campaign activities
to ensure customers
awareness

Definition of key
metrics to be
monitored following
launch and inform
PIR

Post
Implementation

Review (PIR)

Completed 6 months
after launch

Assesses overall
effectiveness of
delivery and gathers
lessons for future
activity,

Each stage of the framework requires both a commercial and risk assessment. These assessments will become more detailed as the proposal

passes through each stage of the framework




Governance Engagement Process

In order to progress from one stage of the framework to the next, papers are prepared, reviewed and approved by the appropriate committees.
Risk framework owners (RFOs) are consulted during each stage. Papers are then passed to PADCo for agreement to proceed to PGC for final

approval

Customer

/ Business
Need

Idea & Concept

Further guidance for completing the above papers, can be found within the
NPD templates available on theintranet

Test & Launch

(1)
v

Idea & Concept
paper is developed

@

The paper is reviewed by
RFOs

Please allow for a minimum
of 3 working days for RFO
feedback

All full list of RFO reviewers
can be found on the intranet

G

PADCo & PGC
secretariats
informed - paper
is scheduled for
review at PADCo
and PGC

@

Paper submitted
to the PADCo
secretariat 48hrs
before meeting
Paper reviewed at
PADCo to obtain
agreement to
proceed to PGC

©

Paper submitted
to the PGC
secretariat 8-days
before meeting,
along with an Exec
summary

Paper reviewed at
PGC to obtain
approval to
proceed to the
next framework
stage

©

Process is
repeated for each
subsequent stage

Final PIR paper
prepared 6
months after
launch




NPD Delivered Through Business Change Methodology (BCM)

Some NPD change is delivered through BAU-funded initiatives, led primarily by the relevant product teams. Where NPD change is investment-
funded and delivered through the change portfolio, submissions are aligned with the BCM stage gateways and approval process

Project
BCM Stage:
Idea &
Concept

GO Gl PADCo K€ PADCo [€k] PADCo [ez G5

* When a project’s primary objective is to deliver a new product or a new distribution channel, the NPD process is followed and associated
submission templates completed

NPD
Submission:

6-months
after launch

+ Itis mandatory for projects to gain PADCo approval to progress from Initiate, Design and Deliver BCM stages. The governance
engagement process detailed on slide 6 is followed as-is, but aligned to the BCM stages above

+ Itis the joint responsibility of both the project and product teams to co-ordinate and produce NPD documentation prior to attending
governance committees

* The product team aligned to the project must also ensure submissions are also taken to PGC for approval and that a PIR is completed 6-
months after launch

* More complex projects or programmes delivering multiple new products, or wider change outside of new product development, may need to
divide key deliverables across multiple submissions. A proposed schedule of submissions should be agreed with the Chairs of PADCo and
PGC



BAU / BCM Framework
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Overview

Materiality Level: A

Approval Authority: ExCo following approval at PGC

The Standard Change Framework is followed
for all non-NPD change within the Bank. The
scope of the framework covers:

Changes to Existing Products & Services

Any changes to existing products, services and

supporting processes. This includes any existing

products or services offered by third parties. It

also includes any withdrawals of existing

products or services

* These changes can be BAU orinvestment
funded

* Proposals are assessed against the

The introduction of a staff incentive
scheme specific to the sale of a
particular product or service

Customer Impact

Materiality Matrix

PGC following approval at PADCo

Significant changes to the product’s
features and/or benefits or exclusions
are being proposed

The change will be implemented to a
new target market or customer segment

The change has the potential to
inconvenience a large number of
customers (10k+) and generate
complaints

The distribution channel/strategy has
changed

The changes will impact on the
product’s value for money/fair value
proposition

Outsourcing or charges to all/part of the
manufacture, sales, claims, or
distribution processes, including joint
ventures and strategic alliances

PADCo approval
(Red-rated changes to be escalated to PGC)

Changes to the product terms &
conditions

There is a need to communicate with
impacted as a result of the change

The change has the potential to
inconvenience a large number of
customers (up to 10k) and generate
complaints

Any process change to sales, processes
or channels that directly impact the
customer experience

Any promotion or customer promise

that will be delivered to the customer if
they apply for a Bank product

Fee or charge increase/decrease

materiality matrix (across) to determine
the level of governance required to
introduce the change

A change that is outside of agreed
corporate strategy including
extension of activities into new
business/ geographic areas

A change to a product/service that is
outside of agreed risk appetite or risk
limits

* A post-implementation review isconducted

6-months after the change has been

q Bank Impact

delivered A change to a product/service that
has the potential to damage the
Bank’s reputation with an impact
score of 4+ on the Bank’s risk
management framework

Changes which require new or altered
regulatory permissions

Changes to a product/service which is
currently subject to regulatory / media
scrutiny/focus

Changes driven by regulatory
developments

Changes made by third parties to third
party products sold through the Bank’s
distribution channels

Charge to third party products
instigated by the Bank sold through
Bank distribution channels

Permanent / temporary withdrawal
and/or closure of a product/service

Development, launch or change costs
exceed £4m but below £10m or NPV*
exceeding £4m but no more than
£10m

Commercial Impact

Development, launch or change costs
below £4m or NPV* no more than £4m

N/A

*NPV must be measure over a 3. 5 or 10 vear period




Governance Engagement Process

In order to deliver the proposed change and template is prepared and submitted for review and approval at PADCo. Risk framework owners

(RFOs) are consulted prior to presentation at PADCo

Change to
existing
product/
service

Non-
product/

service
changes

Standard Change

Framework

Template

Further guidance for completing the above paper, can be found within the SCF
template available on theintranet

2
1

S,

©

D
./

Template is
completed

change

detailing proposed

@

The paper is reviewed by
RFOs

Please allow for a minimum
of 3 working days for RFO
feedback

All full list of RFO reviewers
can be found on the intranet

(3)
—/
PADCo secretariat

informed

Paper is scheduled
for review

®

Paper submitted
to the PADCo
secretariat 48hrs
before meeting
Paper reviewed at
PADCo to obtain
approval to
proceed

Proposals with a
materiality level
of A or B (or Red-
rated C) referred
to PGC for
approval
Paper submitted
to the PGC
secretariat 8-days
before meeting,
along with an Exec
summary

Proposal approved
to proceed

Investment-
funded proposals
approved to
advance to the
next BCM stage

Final PIR paper
prepared 6
months after
launch
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