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Executive summary

Skipton Building Society is the fourth largest building society in
the UK, with assets of about £14.6 billion, 840,000 members
and 1200 employees. At the beginning of 2010, after incurring
losses in the core business following the market crash in 2008,
it faced a substantial challenge in returning the business to
profitability while meeting the expectations of its board and the
Financial Services Authority (FSA).

A review in March 2010 highlighted the need to consider some
80 plus ‘necessary’ projects, yet the organization did not have
the processes and capability in place to prioritize, resource or
deliver them.

Between April and September 2010, a portfolio and project
investment governance framework and portfolio office were
implemented to enable Skipton Building Society to validate,
prioritize and deliver the necessary business changes with the
resources available, at an acceptable risk. This work used various
aspects of the Portfolio, Programme and Project Offices (P30®)
guidance which is part of the Best Management Practice
portfolio, adapted to Skipton Building Society’s needs.

Defining the governance framework first, followed by setting

up the portfolio office while engaging the senior executive team
in a top-down approach worked well. Establishing the
transformation (portfolio) board early created a demand for set
up and operation of the portfolio office services. Nine months
after set up, the portfolio office and transformation board were
both working well. However some challenges remained, notably
resource management, integrating the IT shared services
organization into the process and integration with the corporate
planning process.

Background

Skipton Building Society

B The company was created on 1 May 1853 as the Skipton and
District Permanent Benefit Building Society

W Today, Skipton Building Society is the fourth largest building
society in the UK, with assets of about £14.6 billion, 840,000
members and 1200 employees. The building society has a
group structure comprising the core business and a number
of subsidiaries that are run independently; notable among
these are Homeloan Management Ltd (HML) and Connells

W As a building society, there are several factors that make the
organization different from a bank:

® The management must do what is best for its members
(customers), who are in effect the shareholders
® [t must lend for mortgages and be largely funded through
retail deposits
W Following the market crash in 2008, the core business

suffered losses in 2009, only making a profit as a result of
the contribution from its subsidiaries
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W In February 2010, Skipton Building Society had to lay off staff
for the first time to reduce costs and faced significant
challenges in restoring the profitability of the core business,
while meeting greater demands for reporting, controls and
performance from FSA.

Project management at Skipton Building Society

W Before 2008 — Project management resources and capability
were based within the IT organization

W 2008 — The business projects team was set up, which
includes project managers, business analysts and project
support functions

W 2009 - IT-based project managers were transferred to
the business projects team. The team expands to five
project managers, two project support staff and five
business analysts

W 2009 - Project methodology based on PRINCE2® defined
and signed-off
@® Scarborough Building Society merger project completed
® Chesham Building Society merger project completed

W February 2010 — Reorganization leads to disbanding of
project office functions within business projects team.

The challenge

In March 2010, senior management recognized that there were
significant challenges ahead, which would require a
transformational change within Skipton Building Society,
alongside the delivery of a significant number of projects to meet
the expectations of the board and external regulators (FSA).

A review of the project landscape undertaken by internal staff
and external consultants identified the following issues:

W Eighty-plus possible ‘necessary’ projects outlined by
management, including a critical ‘profit improvement plan’

B Planning processes were not sufficient to enable
comprehensive prioritization, approval and on-going control
of the portfolio, nor delivery of the benefits for each
programme/project. Projects were initiated by individual
managers, with prioritization based on ‘who shouts loudest’

W Programmes/projects were not being tracked for costs or
realization of benefits

W Project sponsors ‘sponsored’, but project managers
‘owned’, projects

W No accountability for outcomes or benefits

W 'Business projects’ were viewed as ‘IT based’ and hence
often the responsibility” of IT to deliver

Bl Delivering change was viewed as ‘project delivery’; that is,
delivery of an IT system or other output.
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The challenge was then to enable the organization to validate,
prioritize and deliver the necessary business changes with the
resources available, at an acceptable risk. Key to meeting this
challenge was establishing a governance framework for the
business change portfolio and a portfolio office to support it.

What we did

Starting in April 2010, we set out to:

W Define a portfolio governance framework

MW Build the infrastructure to support the governance
framework

@ Set up the portfolio office

@ Set up tools to support portfolio management and project
governance.

This work was completed in stages over a six-month period,
building on the existing business projects team.

Of course, the implementation of the governance framework
and portfolio office was carried out in parallel with getting to
grips with on-going projects and the potential 80 plus projects
identified in March.

Governance framework

Working with the senior management team, we agreed the
need to drive change from the top of the organization and to
incorporate governance of business change within the overall
corporate governance framework. In this respect, the P30 ‘run
the business, change the business” concept, as illustrated in
Figure 1 (with a minor amendment), was helpful in
understanding the need.

ﬂcreased performance\

Run the
business
(BAU)

Change the
business
(transformation)

\I?‘oblems and opportun‘iti/eaf

Figure 1 Run the business, change the business

Transformation board

Portfolio office

Programme/project
delivery capability

Figure 2 Governance structure

Reproduced with permission of Lexacam Ltd and Skipton Building Society.

It was agreed at the outset in April 2010 that the scope of any
governance framework would exclude subsidiaries as these
operate independently (except where they require core Skipton
Building Society or group resources).

Thus the transformation board? was established to be ‘accountable
for the selection, prioritisation and authorisation of all Project
Investments within the Skipton Building Society’. As illustrated
in Figure 2, the transformation board reports into the senior
management committee, which comprises the senior executive
management team chaired by the chief executive. The
transformation board sits alongside the management boards
responsible for operational management of the business. The
portfolio office reports to the chair of the transformation board,
who is the transformation director.

Alongside the transformation director, the membership of the
transformation board consists of the group finance director (an
executive director) with the company secretary as second
representative for the central functions; the head of the retail
board with the head of mortgage operations as a second
representative for the retail board; and the chief information
officer to represent IT.

1 The P30 guidance version of this diagram (Figure 1.1 in the P30 guide) links run the business and change the business differently. It talks about the business providing managed benefits to
the change side, while the change side provides managed programmes and projects to the business. While this phrasing is reasonable from a change the business perspective, the executive
team we were working with approached the subject from a run the business perspective. From their perspective it seemed more reasonable to portray the links as the business providing
problems and opportunities to be addressed through change programmes/projects, which in turn enable increased performance within the business.

2 Because structure was implemented as part of the transformation of the business and how it operates, we refer to what might have been called the portfolio board or investment committee
as the transformation board. Likewise the role of portfolio director is called the transformation director. The board’s role is however absolutely in line with the responsibilities outlined in the

Management of Portfolios guidance.
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Investment

Concept
authorization

Project
authorization

Figure 3 Project investment gates
Reproduced with permission of Lexacam Ltd and Skipton Building Society.

Terms of reference for the transformation board were defined,
agreed by the transformation board and approved by the
chief executive. These were then published alongside other
corporate governance information under the auspices of

the company secretary.

In addition, as shown in Figure 3, we defined a five-gate
investment management process, whereby project investments?
would be authorized by the transformation board at each gate,
with resources (people and funding) allocated to the next gate.
The details of this process are a tailored version of PRINCE2. The
transformation board has the ability to reassess and authorize
continuation of, or stop, a project at each gate. Submissions to
the transformation board at each gate are appropriate
evolutions of an investment case, increasing in detail to gate C
and then focusing on outcomes and benefits at gates D and E.

Portfolio office

authorization
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Delivery
monitoring

Project
closure

Within this process, the transformation board is the escalation
point for any issues that cannot be resolved by individual business
owners* and project boards, and the transformation board, in
turn, escalates issues to the senior management committee.

The portfolio office supports and facilitates this governance
framework, with the head of the portfolio office filling the role
of secretary to the transformation board.

Portfolio office

Building on the existing business projects team, the portfolio
office was established to explicitly support the governance
framework. Therefore its functions follow directly from those
required by the governance framework. The functional structure
of the portfolio office is shown in Figure 4.

m Reports to the transformation director

m Portfolio manager for the society and central group functions
m Management of portfolio office services and activities

m Supports the transformation board

m Analysis of the society and central group functions portfolio
m Makes recommendations to the transformation on investments

Investment
management

m Owns the investment case
methodology

m Supports and coaches
business owners and
project investment teams
to develop quality
investment cases and
benefit realization plans

m Reviews business and
investment cases to ensure
costs are appropriately
accounted for

m Reviews benefit
propositions from projects,
ensuring benefits are real
and not double counted

Performance
management

m Manages the assessment m
of the portfolio (costs,
benefits, risks, strategic
alignment, together with
forward view) to all parties
with a need to know [ ]

m Provides decision support
to the transformation and
project boards

m Reviews all project
investments, challenging =
business cases, etc as
required so that
transformation and
project board decisions
are based on
verified inputs

Portfolio
reporting

Owns the portfolio
database (Change
Director) and project
support systems
(SharePoint)

Produces the core portfolio
reports for the
transformation director
and transformation and
project boards

Ensures monthly reports
from projects are entered
into the system to enable
accurate reporting

Project
support

m Provides a practical
support service to project
managers in initiating/
delivering/structuring
programmes and projects

m Develops and deploys the
project manager’s toolkit,
supports project managers
to adopt the Skipton
transformation framework

m Develops and deploys
templates for use in the
governance model

Project
resourcing

m Provides project manager
and business analyst
resources (full-time
and interim)

m Maintains sufficient
available resources to meet
portfolio requirements

m Develops project manager
and business analyst
capabilities

Change request
management

m Business ownership of
lending/investment/etc
systems change process

m Manage and prioritize all
changes to key systems.
Includes enhancements,
fault fixing and
project-driven changes

m Provide project
management and business
analysis to support change
request process

Figure 4 The functional structure of the portfolio office
Reproduced with permission of Lexacam Ltd and Skipton Building Society.

3 The term ‘project investments’ is used to emphasize the point that these are investments in changing the business and because the gates start before a project is initiated and continue after a
project has been completed and closed.

4 Business owner is the title given to a senior responsible owner within Skipton Building Society.
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6  Skipton Building Society: P30® case study

In P30 terms we followed the ‘organization portfolio office’
model with additional elements. As per the governance
framework, the portfolio office does not directly cover
subsidiary companies, which are run as independent businesses
but do sometimes use Skipton Building Society resources.

Due to the size of the organization (circa 1000 staff within the

main office) and the relatively low level of maturity with respect

to programme and project management, we incorporated
project delivery resources (project managers and business
analysts) within the structure.

In addition, as Skipton Building Society had a particular issue
with large volumes of small-scale changes to core operational
systems, a specific change request management function was
incorporated into the structure. Effectively this provides a
permanent project management/support capability for dealing
with on-going change requests within the single portfolio
office structure.

Project support and resourcing were essentially existing
functions within the previous business projects team.
Investment management, performance management and

portfolio reporting functions had to be built from scratch, along

with the change request management capability.

The implementation of the portfolio office was carried out in a
series of tranches or stages in line with P30 guidance, but
based on a mix of priorities for the portfolio office and the

Portfolio
management

Full portfolio
management
service

Decision
support

Investment
management

Skipton
portfolio
office

Investment and
change request
management

Change request
management

Portfolio
reporting
Portfolio
reporting,
investment case
support and
project delivery

Investment
case support

Project
delivery

Figure 5 Service evolution of the portfolio office
Reproduced with permission of Lexacam Ltd and Skipton Building Society.
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ability to recruit and develop the staff. The approach is outlined
in Figure 5, showing an evolution in three tranches over a 9-12
month period, with significant progress by Q4 2010. The initial
focus was on getting control of in-flight projects and enabling
the transformation board to start assessing the most urgent
new projects.

One of the key issues in setting up a portfolio office is the
resourcing of the portfolio office itself and assessing the
necessary mix of roles, capabilities and capacity. Our approach
was based on assessing the functions, the volume of work and
capabilities available, in line with the approach outlined in the
P30 guidance (section 3.7.3). Figure 6 outlines the portfolio
office jobs and staff.

Of these, the head of the portfolio office and investment
manager roles were the most significant. The scope of the head
of portfolio office role dictated the use of external consulting
and interim staff to drive forward, although the support and
engagement of the incumbent head of business projects was
critical in the transition. For the investment manager role we
were able to recruit internally for a finance manager who
already had experience of building business cases for corporate
acquisitions and disposals. This internal recruit was then
provided with some coaching support from an external
consultant on the full scope of the role.

Products and services provided People/processes/tools

m Strategic analysis of portfolio

m Investment planning and reporting

m Strategic project/programme analysis

m Corrective action planning across portfolio

m Investment management capability

m Strategic awareness

= Quality of project/programme data (analysis)
m Consulting skills

m Portfolio analysis and recommendations to m Portfolio managers and support to ‘manage’
transformation and project boards the portfolio

m Facilitation of projects to readiness level for m Portfolio scenario planning
gateway funding decisions

m Project initiation support (structure,
governance, support for business cases)

m Project financial analysis and
turnaround support

m Investment management skills, tools
and templates
m Investment/financial consulting skills

m System change requests managed as release
packages via small projects process

m Change request prioritization and end-to-end
management

m Change request process

m Change request manager and analysts

m Using Skipton transformation framework (STF)
templates and Change Director for tracking

m Portfolio/project report suite for all boards
m Project performance reporting on a bi-weekly
basis including costs, risks and issues

m Performance/reporting manager

m Change Director used for all portfolio
and project reporting in line with STF
governance process

m Investment case templates and toolkit m Analytical skills of investment team
m Advise projects/programmes on investment m Investment case toolkit

case development m Financial management capability
m Benefit planning support and assessment

m STF governance and project delivery processes,
templates and guidance

m Templates for portfolio and project investment
management

m Business project delivery from concept
to benefits

-
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Team

Portfolio manager
(Head of portfolio office)

Investment
management

Performance
management/portfolio
reporting

and SharePoint

Skipton
portfolio
office

Project
support

Project
resourcing

Change request
management

m Staff: 22 fte

Figure 6 Staffing of the portfolio office

Reproduced with permission of Lexacam Ltd and Skipton Building Society.

In addition, the performance management and portfolio
reporting roles were initially led by external consultants,
transitioning to internal staff and new recruits through coaching
and mentoring over a three to six month period.

At the time of writing (the end of Q4 2010), the portfolio office
is largely set up, staffed and fulfilling its core role, although still
under the guidance of an experienced interim head.

Comments on P30

The P30 guidance says ‘P30 provides a decision-enabling/
delivery-support model for all business change within an
organization’. As such it provides a wealth of detail on the
possible benefits of setting up a P30, including organizational
models, steps to carry out and things to do to set up and
establish the necessary infrastructure. Making the most of all
this guidance, however, does require you to have a clear idea of
what you are trying to achieve.

In our case, the driver was straightforward: in order to make the
governance framework function and for senior management to
be able to make the required decisions with regard to the
business change portfolio, a portfolio office was a basic
necessity. The consequences of not having one were obvious
from the review in March 2010.

m Head of portfolio office
* Manages the portfolio office
* Facilitates transformation board

-

m Portfolio office: 8 fte

m All members of the portfolio office

m 1 investment analyst
(should be seconded from finance)

m Portfolio performance manager owns Change Director

m 2 senior project managers
m 2 senior business analysts

m 4 staff project managers + 3 contract senior PMs
for 12+ mths
m 4 staff business analysts + 5 contract BAs for 12+ mths

________ i S S ———
m 1 change request manager

m Contract: 8  Total: 30
m Project/programme delivery: 14+8

While there was discussion about ‘building the business case for
P30, it is not clear whether one can do this if building the P30
is itself providing the tools to build business cases. Whenever
we considered this question it seemed like we would simply end
up going in circles in a chicken and egg situation.

P30 defines a number of roles around analysis, benefits,
commercial and financial aspects. We combined these within
the investment manager role. We created a link to the finance
function by transferring someone from finance into the role, but
their direct reporting line is to the head of the portfolio office
and hence the transformation board.

We fully defined the governance structure, processes and
templates (for example, investment case, risk tracking, etc.)
before investing in any integrated tools. Once these had been
defined, implementing a tool accelerated the acceptance and
engagement of staff in the process. Indeed being able to
produce up-to-minute reports accelerated the pull for data from
the transformation board.

Two other aspects that aren’t mentioned particularly in the
guidance but were relevant to us were risk management and
assurance. With reference to risk management, we worked with
the operational risk function within Skipton Building Society to
integrate portfolio/programme/project risk management with
their processes and tools. With regard to portfolio/programme/
project assurance we engaged with the internal audit function
in a similar way to operational risk.
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Other Best Management Practice guidance

This case study focuses on the set up of the Skipton Building
Society business change governance framework and portfolio
office, and hence P30. However, P30 was not used in isolation.
The full set of activities undertaken at Skipton Building Society
to address the project-related issues faced in March 2010
covered all aspects of project governance and delivery; so
PRINCE2, Managing Successful Programmes (MSP®) and the
newly released Management of Portfolios (MoP™) guidance
were all relevant.

Lessons learned and questions
so far

After nine months, there were a number of lessons to be
learned as the implementation of the governance framework
and portfolio office proceeds.

What worked well

W Starting with an assessment of the project investment
landscape within Skipton Building Society enabled us to
identify gaps and weaknesses, which were addressed as part
of the design and implementation

W The top-down approach: previous efforts to set up P30
structures had been driven by bottom-up and did not
succeed, whereas working with the senior executive team in
terms of their requirements helped set up success

W Defining the governance framework first drove the
requirements for the portfolio office and eased the definition
and implementation of services, roles, processes and
tools required

W Setting up the transformation (portfolio) board early on and
driving decisions created a pull on portfolio office services

W Having the project delivery resources within the portfolio
office eased the transition to new methods of working

W Defining governance processes and templates (Word/Excel/
PowerPoint) for key documents eased the selection and
implementation of an integrated tool to support governance

W In turn, implementing a tool that directly supported the
governance process eased acceptance and transition to the
new processes and also ensured a single source of project
investment data. With further work, this tool now
incorporates all project costs, resources and project
information required to represent the portfolio

W Recruiting the investment manager from within finance
helped with building links between the portfolio office
and finance

W Supplementing internal resources with experienced external
consultant/interim resources to provide coaching and support
accelerated implementation.

© The Stationery Office 2012

Challenges

W Resource management and tracking. Across the organization
there was a mix of no-tracking, with spreadsheets or systems
being used to track time for different purposes. A common
spreadsheet was developed to capture project effort but this
was not successful and different approaches are being used
for different resource groups

W Lack of previous exposure to structured approaches
concerning business change required more effort and
attention throughout the organization to embed the
changes. While project managers, or others with at least a
working familiarity of PRINCE2/MSP and related standards,
easily adapted to the governance process requirements,
those without such exposure found it harder to adapt

W Senior managers and executives required more support in
understanding and exercising their roles on project boards or
as business owners (senior responsible owners) than
expected. Coaching helped but more formal workshops/
training would have been better

B Lack of a process and structure around strategic planning
and the development of articulated strategic objectives
hampered portfolio governance. In retrospect, this should have
been addressed in parallel with the governance framework

W Multiple sponsors at executive level. While the engagement
of senior executives was very positive, having two formal
sponsors with different expectations created challenges in
agreeing particular issues.

Remaining challenges/questions

W How to best integrate the IT shared services organization
that supports multiple subsidiaries? At the moment they have
to work with each subsidiary’s portfolio process

B How to handle resource management going forward? The
initial approach involves multiple tools (i.e. a single process/
tool has not been mandated)

W How to best integrate the portfolio office with the corporate
planning process?
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