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SUBJECT: Agent Contract Breach

1. Executive summary
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This policy document sets out how decision makers within Post Office Limited (POL) may act
in relation to breaches of contract by Subpostmasters operating Subpostmaster Contracts and
Operators of the New Model Agreements. This policy advises the appropriate action to take
when dealing with breaches of contract and provides clear criteria by which decisions should
be made.

2. Scope
The scope of this policy includes any serious breaches by Subpostmasters and material
breaches by Operators of New Model Agreements. In the case of Operators oply, it should be
noted that a succession of non-material breaches may constitute a material
material breaches by Operators the Contract Deployment Team should
policy and the established corrective action process. For less serious bre
Subpostmasters, the Agents Contract Deployment Team should refér to th
corrective action process.

This policy does not apply to Franchisees or Franchise Ag

3. Glossary
Word/term Definition
Agent(s) Encompasses the ter
Post Office fran
Appeal The appeal
Any referep
Assistant 'Ltd Agent who is registered by
d, to deal with Post Office Ltd
Material brea

(New Model
‘'action to immediately terminate the Agreement if
no attempts to remedy the breach within 14 days or

nding committed by Government to transform the Post
Office network, to include longer opening hours and more
accessible branches.

Refers to all NT models, including Local and Mains.

New Model(s

NFSP The National Federation of Subpostmasters is an independent
member’s organisation, and is the only organisation
recognised by POL as representing Agents.

Non- Al breach that does not give rise to a right to an immediate

material/less
serious breach
Operator

right to terminate a New Model or Subpostmaster contract

Refers to the legal entity contracted to run a New Model
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Network Transformation branch. For further information on
the types of entity or business structure which may be an
Operator, see section 15.0 below.

POL/We Post Office Limited

Remedial action | Corrective action that can be taken by an Agent to remedy a
breach of the contract

Serious breach A breach of condition of the Subpostmaster Contract
Subpostmaster The holder of a Subpostmaster Contract and includes the
term Subpostmistress.

4.0 Introduction and purpose

4.1 Introduction
The formal roll out of the Network Transformation Progra
Government initially committed funding of £1.34 billion,t
Model branches, and have subsequently provided fun
clearance) to transform most of the rest of the n
New Model contracts and contain terms and ok

4.2 Purpose
The purpose of this policy is to pi : ion‘td assist the Contract Deployment Team
to deal with breaches of co ts. Thisis a prescribed approach, which aids the

decision making proces

Team, Agents Contract; d Appeals Managers (where applicable),

s are to be made, by whom and how. This policy change
ral change but does not require contractual change.

reach appropriate decisions based on that dialogue. The policy and supporting processes set
out the following:-

- The primary decision that needs to be made at each stage
- The basis on which these decisions are made
- The person within POL who makes the decision
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The policy is to be used by the Agents Contract Deployment Teams, Agents Contract
Deployment Managers and Appeal Managers (where applicable) and does not require any
changes to be made to the contractual agreements, neither New Model nor Subpostmaster
contracts.

6.1 Intervention Events

Intervention events are events which require intervention by POL. These events may be a

result of communication from another team e.g. the Branch Standards Team '\d/or the Audit

Team, or from other sources such as customer/client complaints.

- Decision maker: Before any action is take
decide whether an Intervention Event b

When an Intervention Event, . ad to support intervention from POL to
the Agent. Any support préivided by i be in the form of telephone-led training

1eegh'to decide the type of support intervention, if any, that is
hieved'through discussions with the appropriate team for
dards Team and/or Audit teams.

dels only: If there is no improvement, following an agreed action

Decision maker: The Contract Deployment Team should initially evaluate whether they think
the succession of non-material breaches is sufficient to constitute s material breach and
should then seek advice from Legal Services (via email through Paul Inwood, Agent Contract
and Policy Development Manager) before taking any action.
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A non-material breach will be recorded on the Operator's record for a 24 month period. After
24 months, these non-material breaches will be disregarded by POL when considering the
appropriate action to take, and will not be regarded as accumulating to a material breach. Any
further non-material breaches should however continue to be recorded and monitored to see
whether more than 3 are recorded in any 24 month period. When considering whether an
Intervention Event requires any further intervention from POL, it is important to be aware

that doing nothing about a breach may mean that POL is understood to have accepted the

capable of remedy. This depends on the circu
be sought on whether a breach is material

For material breaches that are ca
period in which to take remedi

If the breach is not r - further action will be required. This will be

dependent on th# and guidance should be sought from Legal Services (via

email thro

For Subpostmasters, the current approach remains unchanged. Subpostmasters should be

sent a warning letter, advising of the breach and how it should be rectified.

For all Agents it should be noted that there may be circumstances when an Intervention Event
is also an Escalation Event, in which case contractual action may be required.

6.3 Escalation Events
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Escalation Events are circumstances where a serious, or in the case of an Operator, a material
breach, is identified which gives POL the right to take immediate contractual action and
therefore requires POL to urgently decide what to do and take immediate action. Escalation
Events apply to all Agents unless specifically specified.

- Examples of Escalation Events include but are not limited to: adverse audit findings;
breach of restrictions/private business clause; non-registration of Assistants; loss of

right to occupy premises; breach of data protection or confidentiality obligations;

unauthorised change to opening hours; not complying with regulato uirements

or training; not attending training provided by POL; and, in the

nwood, Agent Contract and Policy

m has identified that an Escalation Event has or may have
vant issues and circumstances may be required.

position when an Escalation Event has been identified should not
on, and POL should only precautionary suspend where the contract
spend and:

, investigation of the suspected breach is likely to be difficult or impossible
without it; or
(i) There is a significant risk to POL brand or POL cash/stock unless the Agent is

suspended

In reaching a decision on precautionary suspension POL will take into account all relevant
factors, including but not limited to, the following:-
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(a) Risk to POL funds;
(b) Risk to POL brand or reputation;

(c)The source of any risk and if the risk can be mitigated i.e. whether the Operator or
Subpostmaster himself is thought to pose a risk, or whether the risk is limited to some
or all of the Assistants*.For example the Operator may have been completely unaware
of the circumstances leading to an Escalation Event, perhaps because they were
absent.

(d) Impact of suspension on customers and clients;

(e) If someone has suffered loss or damage as a result of
breach, the identity of that injured party i.e. whether

telephone conversation/ written exp
their judgement in each indivigh

ive POL the right to obligate the
lved in the operation of the branch and

Teéam will complete the appropriate pro forma at the bottom of this
ecision will be made by the Agents Contract Deployment Manager.

e g&n to inform them of their suspension (which can be found at the bottom of
this document).

7.1 Investigation

It may not always be necessary for further investigation to be carried out, if it is deemed to be
inappropriate or unnecessary, for example, insolvency of the Agent. The Contract Deployment
Team will need to reach a decision, based on the individual facts of each case if preliminary
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enquires suggest there will be no further investigation and Legal Services should be involved
promptly (via email through Paul Inwood, Agent Contract and Policy Development Manager).
The final decision rests with the Agents Contracts Deployment Manager.

7.2 Discussions

For Subpostmasters:

The process remains unchanged, they may be invited in to a Reasons to Urge ipterview which

Informal discussions:
For Operators only:

- There will be no Reasons to Urge int

- Operators of New Model Agreemeht t have aight to an RTU or to attend an

dvisors may decide to invite the Operator
for an informal dis days from the date of the alleged breach

to discuss the cirg

the Operator to present an explanation.

al discussion should not be formally recorded although it is permissible for
the Contracts Advisor to take a brief contemperanous note as an aide memoire only.
The purpose of any such notes is not to be a formal record and as such a copy should
not be provided to the Operator, although the Operator may take his own notes if he
chooses. The original notes should be kept by the Contracts Advisor and retained
according to the normal business rules on document retention.
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- If the Contract Advisor needs further clarification on matters but the Operator does
not wish to meet, the Operator may provide a written explanation to provide detail on
how and why the breach occurred. Alternatively the Contract Advisor may telephone
the Operator to discuss these matters. It is important that this remains informal and is
not comparable to an ‘interview’.

Representation/persons present at informal discussions:

Operators of New Model Agreements do not have a right to representation
person to accompany them at any informal discussion.

To have a representative present would formalise this discussion and goﬂ
the purpose of the informality of this discussion. ‘

However, in exceptional circumstances the Contracts Advisag
another person to be present. It must be remembered th
may be if the Contracts Advisor feels that the attendarie
with the progress of the discussion.

If an Operator asks if they can bring anoth
appropriate for reasons similar to those ab
Advisor to determine:

- Their full name
- In what capacity the
If they are an Age v are still active and registered with POL

the investigation themselves

rator wishes to meet with a lawyer, Legal Services should be
mail through Paul Inwood, Agent Contract and Policy Development

Contracts Advisors must not refuse to meet the Operator, once they have been invited to the
informal discussion. To do so could have significant legal implications.

7.3 Decision making

POL00005989
POL00005989

F3/187/9



POL00005989
POL00005989

In making a decision about what contractual action to take against an Agent (if any), the
Contract Deployment Team will take into account all relevant factors, including but not limited
to:

a) Impact and on-going risk to POL funds
b) Impact and on-going risk to POL brand and reputation

c) Effect of termination on customers

d) Effect of termination on the Agent
e) Any relevant information provided by the Agent including an

f) Direct involvement or responsibility of the Agent i
breach

g) Impact of the breach (as distinct from the customers,

suppliers and partners

or damage as a result of
or clients

Unlike Subpostmasters operating Subpostmaster contracts, Operators of the New Model
agreements who disagree with decisions made by the Contract Deployment Team will not be
privy to automatic appeals when a decision has been made to terminate their agreement.
There is no appeals process for Operators of New Model agreements.

8.0 Types of Action

10
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Operators

Operators of New Model contracts may be subject to the following actions by POL for breach
of contract:

(i) Written direction with request for remedial action within 14 days (or longer if deemed
appropriate by Contracts Advisor, see section 6.2 for further guidance)

(ii) Written direction (this may be subject to conditions; e.g. repayment y missing

POL cash/stock and/or the Operator being willing to accept support intgrvention}:.

(iii) Suspended termination
(iv) Giving notice to terminate for the period specified in
if agreed in writing with the Operator. For Mains, ei
notice to terminate. For Locals, either party can,

date.
{v) Immediate termination

ng’ in letters to Operators. It is imperative
with contracts of employment. Operators

Subpostmasters

Subpostmasters operating Subpostmaster Contracts may be subject to the following actions
for breach of contract:

(i) Written warning

1
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(ii) Final Written warning
(iii) Suspended termination — this may be offered subject to conditions
(iv) Three months’ notice to terminate

(v) Immediate termination

Agents operating multiple branches

operate their New Model branch.
However, if an Agent breaches their New Model cont
has the right to terminate their Subpostmaster ag
contain a provision that allows POL to do this. |
decision on this (via email through Paul Inw;
Manager) '

9.0 Proportionate outcomes

Any decision made by the C , ) m must be based upon the principle of
‘balance of all probabili
Contract Deployment J¢
contractual action and give dué consi tion to the other, often less severe, options available
to them. ! :

. e breach may be lost and/or the breach may become accepted under the
contract as adequate performance for which no remedy is available to POL.

Whilst immediate termination may be appropriate and/or necessary in circumstances where
there is a substantial risk to POL cash and stock, the use of suspended termination may be
appropriate in some circumstances. This decision should be taken by the Contract
Deployment Team, ratified by the Agents Contracts Deployment Manager. Suspended
termination would allow the Agent to continue running the branch.

12
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This approach will be used in exceptional circumstances and may be considered appropriate
where there is a clear breach of contract, and an action or omission by the Agent does
warrant immediate termination but evidence is presented that suggests there is low impact of
the breach (as distinct from the proposed immediate termination) on customers, suppliers,
partners and low culpability (e.g. absent Subpostmaster/Operator and Assistant theft). In this
instance, the Contracts Advisor should consider immediate termination of the contract but
suspend that termination for a period of 12 months.

Furthermore, the Agent must comply with whatever conditions the Contrac
determines, be that attendance for re-training, exclusion from a branch of n
Assistants/managers and/or improvements to internal monitoring proce

Post Office cash, stock or reputation could continue. The Agent muét agre
breach in question.

ontract Deployment
immediate effect. Legal

nsure that an accurate record of the

12.0 Applicability

This Policy applies to Subpostmasters, and Operators of Main and Local agreements, and to
communications and actions via the Contract Deployment Team in response to breaches of
contract by Subpostmasters and Operators. It does not apply to Franchisees or Franchise
Agreements.

13
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13.0 Related policies

Burglary and Robbery

Changes to Opening Hours

Underperformance

Corrective action

NT fund recovery in SPMR contract termination cases

NT fund recovery in post agreement start date termination cases

PART 2

14.0 Entities and business structures

Individual or "sole trader"

Limited company

correspondence to an individual within the
pany, such as a director, it is the company itself which
legally responsible for its actions. A company is

| therefore not the same as its directors or employees.
Every limited company has shareholder(s) which are
people or organisations who own shares in the company.
A director may own shares in a company but does not
have to.

This is a business structure in which each partner shares
personal responsibility for the business. The partners may
be individuals or limited companies. Partnerships are
often referred to as "firms" (e.g. solicitors' firms).

15.0 Standard letters

LIST OF LETTERS TO BE USED IN NEW MODEL CONTRACTS AND SENT TO OPERATORS (THIS
INCLUDES COMPANIES AND PARTNERSHIPS).

14
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THESE LETTERS ARE NOT TO BE USED FOR SUBPOSTMASTERS OR FRANCHISEES.

Breach is identified HAVE NOT suspended Operator:

Number Letter name Description
A1 Notification of A problem is identified

investigation letter notifies them

A2 Update on investigation

A3 Invite to informal#
discussion

investigation is concluded and the Operator has not
committed a breach or the breach has been resolved and
the Operator is informed the investigation has concluded.

A4 notice of
conclusion of investig:

The investigation is concluded and the Operator is found
to have committed a breach and is invited to remedy the
breach within 14 days. This is a written direction rather
than a threat to terminate.

(Note that this letter could be sent as the first contact with
the Operator about the issue depending on the
circumstances e.q. if there was no issue requiring
investigation.)

A5 Written direction
to remedy breach lett

A6 Notice of termination of | The investigation is concluded and the Operator is found

15
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agreement if breaches
not remedied

to have committed a material breach capable of remedy/
is failing to provide the Products and Services to the
standards required and is invited to remedy the breach
within 14 days failing which the Agreement will be

terminated.

A6 Notice of
termination of agreen

A7 Notice of immediate Immediate termination following a failure to remedy
termination where breaches within 14 days as required by Igtter A6 giving
breaches not remedied notice to remedy.

A7 Notice of
immediate terminatior

A8 Notice of immediate The investigation is
termination Agreement is imme

A9 Notice to terminate in 6 rminate for locals or 12 months'
or 12 months . need not be any breach for this to

& considered as "termination for

A10 Létter notifying a locals Operator of the consequences of

s/ termination

A10 Consequences
of termination for Loc

equences of
ion for MAINS

Letter notifying a mains Operator of the consequences of

termination.

Al11 Consequences
of termination for Mai

Breach is identified HAVE suspended Operator:

Number

Letter name

Description

B1

Confirmation of
suspension template
letter

A problem is identified. The Operator is suspended. A
letter is sent to confirm suspension.

16
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B1 Confirmation of
Suspension letter.doc

B2 Consequences of A letter is sent to inform the Operator of a locals branch of
suspension template the consequences of suspension.
letter LOCALS ONLY
bt
T Pl e ek
Hikeha
B3 Consequences of Aletter is sent to inform the Operator of
suspension template the consequences of suspension.
letter MAINS ONLY
bt
o Bl
Hike i
B4 Update on investigation | The investigation is taki
- suspended Operator holding letter is sent,
precedent letter
B5 Invite to informal .discussion.

discussion

irfvestigation is concluded. The Operator has not
carmimitted a breach and is reinstated.

B6 notice of
conclusion of investig:

The investigation is concluded. The Operator is found to
have committed a breach and is reinstated subject to
conditions.

ftd
e oo, T et
ik

B8

Written direction to
remedy breach

The investigation is concluded. The Operator is found to
have committed a breach and is invited to remedy the
breach within 14 days. This will be either before or after
the Operator is reinstated depending on the
circumstances and the type of breach. This is a written
direction rather than a threat to terminate.

17
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B8 Written direction
to remedy breach lett

B9 Notice of termination of | The investigation is concluded. The Operator is found to
agreement if breaches have committed a material breach capable of remedy and
not remedied is invited to remedy the breach within 14 days failing

which the Agreement will be terminated.
B9 Notice of
termination of agreen

B10 Reinstatement as This letter is to be used w
breaches have been breaches following recej
remedied and the Operator is reinstat
agreement will not be R
terminated

B11 Notice of immediate - day notice to remedy.
termination of
agreement where
breaches not remedied

B12 Notice of immediate
termination

B13 2 months' notice to terminate.

B13 Notice to
terminatein6or 12

Letter notifying a locals Operator of the consequences of
termination.

B14 Cohsequences
of termination for Loc

Letter notifying a mains Operator of the consequences of
termination

B15 Coquences
of termination for Mai

Breach is identified BUT assistant/manager requires suspension/termination

18
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Number Letter name Description
C1 Notice requiring A problem is identified. An assistant(s) is suspended. A
suspension of Assistant letter is sent to confirm suspension.

template letter

C1 Notice requiring
Suspension of assista

Cc2 Update on investigation — | The investigation is taking longer than anticipated and a
suspended assistant holding letter is sent to the Operator.
precedent letter : :

C2 Update on
investigation - susper

C3 Invite to informal A letter to arrange an inf
discussion
C3%20Invite%20t,
20informal%20discu

C4 e investigation is concluded and the

Assistants/Manager is "cleared" and is reinstated.

C4 notice of
conclusion of investig:

ent to replace The investigation is concluded and the Assistants/Manager is found to be
r failing to attain the required standards and are required to be replaced.

C5 notice of
requirement to replac

19
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